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CONVENIENCE TRANSLATION FROM HEBREW 

 

Important Notice  

Set out below for your convenience is a convenience translation into English 
of the periodic report for Year 2011 and the financial statements annexed 
thereto (the “Report”) of the Azrieli Group Limited. Please note that this 
document should not be regarded as a substitute for reading the original 
Hebrew version of the Report in full.  

This document is a convenience translation into English of the Hebrew 
language Report, and the financial reports annexed thereto, of the 
Azrieli Group Limited (The “Company”) (the “Report”). The binning 
version of the Report for all purposes is the original Hebrew version 
filed by the Company with the Israel Securities Authority through the 
MAGNA website (www.magna.isa.gov.il). Nothing in this translation 
constitutes a representation of any kind in connection with the Report 
nor should it be regarded as a source of interpretation of the Report. In 
the event of a contradiction or inconsistency between this translation 
and the Hebrew version of the Report, the provisions of the Hebrew 
version shall prevail. 

This translation was not carried out by the Company, nor checked by it, and 
accordingly, the Company does not undertake that the translation fully, 
correctly or accurately reflects the Report and its contents. The full and legal 
version of the Report, in Hebrew, was released by the Company on August 
24th

The translation of the financial statements annexed to the Report (the 
“Financial Statements”) was not carried out by Brightman, Almagor, Zohar 
and Co., Accountants (the “Company’s Auditors”), and was not checked by 
the Company’s Auditors, and accordingly, they do not undertake that the 
translation of the Financial Statements fully, correctly or accurately reflects 
their contents, and the Company’s Auditors’ report on the financial statements 
relates solely to the Hebrew language financial statements of the Company. 
The full and legal version of the Financial Statements was released by the 
Company as part of the Report on August 24

, 2011 and may be inspected on the MAGNA website. 

th, 2011 and may be viewed on 
the MAGNA website. 

http://www.magna.isa.gov.il/�
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Azrieli Group Ltd. 

Board of Directors’ Report on the State of the Company's Affairs 

 
for the six and three months ended June 30, 2011 

The board of directors of Azrieli Group Ltd. hereby respectfully submits the board of directors’ report for 
the six and three months ended June 30, 2011 (the "Report Period" and the "Quarter", respectively), 
pursuant to the Securities Regulations (Periodic and Immediate Reports), 5730-1970. 
The review which shall be brought below is limited in its scope and addresses events and changes 
which occurred in the company’s state of affairs during the Report Period, of which affect is 
material, and it must be read together with the chapter of Description of the Corporation’s 
Business in the periodic report for December 31, 2010, the financial statements and the board 
report on the Company’s state of affairs for the year ending on such date, as well as the update to 
the Corporation's Business chapter, the board of directors' report and the financial statement for 
March 31, 2011. 

Azrieli Group Ltd. (the "Company"; the Company together with all of the corporations held by it, 
directly and/or indirectly, will be referred to below as the "Group" or "Azrieli Group"), engages both 
itself and through companies held by it, mainly in the income-producing property segment in Israel, while 
most of the Group's business activity is in the commercial centers and malls segment in Israel and in the 
office and other space for lease segment in Israel. In addition, the Company engages, through its holding 
in Granite HaCarmel Investments Ltd. ("Granite") in another business segment, which includes the 
energy, paint and building-finishing, water and environmental quality segments. The Company also holds 
minor holdings in financial corporations. 

The Company belongs, as aforesaid, to the Azrieli Group and its business has developed, inter alia, on the 
basis of the extensive knowledge and experience that it has accumulated for many years in the income-
producing property industry in Israel, while using the experience and expertise of the controlling 
shareholder, Mr. David Azrieli, who founded and established the Company from the beginning of its 
activity. 

The data appearing in the board report are based on the consolidated financial statements as of 
June 30, 2011. The financial data and the business results of the Company are affected by financial 
data and business results of the companies held thereby. In some cases, details are presented which 
review events that occurred after the date of the financial statements and in proximity to the date of 
releasing the Report, with such fact indicated alongside them (the "Report Release Date") or 
additional details and data on the Company level only. The materiality of the information included 
in this Report was examined from the Company's point of view. In some of the cases additional 
detailed description was provided in order to give a comprehensive picture of the described topic, 
which is, in the Company's view, material for the purpose of this Report. 

The financial statements attached are prepared according to the International Financial Reporting 
Standards (IFRS). For further details see Note 2 to the financial statements as of June 30, 2011. 

The Company's management acknowledges the importance of transparency to the investors, the 
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shareholders, the bond holders and analysts and sees all of these as its partners. Therefore, the 
Company had decided to adopt a policy according to which in the Company's board of directors' 
report disclosure shall be made regarding a summary of extended separate financial statements – 
i.e. – a summary of the Company's statements presented according to the IFRS standards, except 
for the Company's investment in Granite which is presented on the basis of the book value instead 
of the consolidation of its statements with the Company's statements (the other investments are 
presented with no change from the statement presented according to the IFRS standards). The 
Company's management believes that this Report adds a lot of information which helps in 
understanding the large contribution of the real estate activity to the total profit of the Company, 
while neutralizing material sections of the consolidated financial statements, deriving from the 
consolidation of Granite, such as clients, inventory, sales and more. The expanded stand alone 
statement is attached hereto as Annex E. 
In the following emphases the Company included the main principles of this report below. In the matter of forward 
looking information, and including in connection with the progress in the projects under construction, see Sections 1.1.1 
and 1.1.4 below. 

Main emphases for the Report Period ended on June 30, 2011  
Approx. NIS 388 million net profit per quarter 

The Company's net profit (consolidated) for the report period is NIS 388 million compared with NIS 62 million in the same period last 
year. A growth of approx. 526%. 

 
Approx. 9% additional growth in the NOI figures  

Approx. NIS 239 million in the report period compared with the sum of approx. NIS 219 million in the same period last year. A growth 
which derives mainly from an increase in revenues from rental fees and from the acquisition of new properties. 
 

Approx. 5% growth in same property NOI figures in the malls segment 
In the report period the same property NOI in the malls and commercial centers segment amounted to approx. NIS 160 million 

compared with approx. NIS 152 million in the same period last year. 
 

Approx. 6% growth in the same property NOI figures in the office and other space for lease segment 
In the report period the same property NOI in the office and other space for lease segment amounted to approx. NIS 71 million 

compared with approx. NIS 67 million in the same period last year. 
 

Approx. 14% growth in the figures of the FFO attributed to the income-producing property business 
Income producing property FFO amounted to approx. NIS 326 million in the report period compared with an income producing property 

FFO of approx. NIS 285 million in the same period last year. For the calculation see Section 1.1.5 of this report. 
 

Approx. 11% FFO yield attributed to the real estate business alone 
Relative to the Company's market cap in proximity to the date of the release of this report (Aug. 18, 2011). For the calculation, see Section 

1.1.5 of this report. 
 

Approx 7.9% weighted cap rate derived from the income-producing property 
In the financial statements as of June 30, 2011on the basis of pro-forma NOI of NIS 1,012 million. For calculation see Section 1.1.4 of 

this Report.. 
 

Update of the valuations for property in Israel as of June 30, 2011 
A rise in the value of investment property net of tax increased the profit during the Quarter in approx. NIS 278 million (by an independent 

external appraiser).  
 

New purchase, initiation and construction, and improvement of existing properties 
In the Report Period, the acquisition of the land in Ramla was completed, acquisition of the office towers in Houston, Texas, winning the 

Southern Hakirya tender, and advancing the opening of the malls under construction in Kiryat Ata and Akko to the end of 
August/beginning of September 2011. 

 
Occupancy rate remained very high (average) 

The occupancy rate as of June 30, 2011 is close to 100%. 
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1. UExplanations of the board for the corporation's state of affairs 

1.1 UGeneral 

1.1.1 Main developments during the Report Period and Thereafter 

UTransactions in respect of investment property 

UEngagement in an agreement for the acquisition of half of the Rights in 
“Ir Yamim” Mall 

On August 15, 2011, the Company engaged in a contingent sale agreement (the 
“Sale Agreement”) for the acquisition of half of the rights in “Ir Yamim” Mall 
in Netanya (the “Mall”) from Housing & Development For Israel Ltd. (the 
“Seller”). The other half of the rights in the Mall are held by a third party (the 
“Partner”). The mall is in the last phases of construction and to the Seller’s 
estimate, as of the date of this report, it is expected to open to the public at the 
beginning of 2012. In consideration for the sale, the Company undertook to 
pay the sum of approx. NIS 350 million (plus V.A.T). In addition, the 
Company estimates that it will be required to invest approx. NIS 40 million for 
the completion of the project and the construction of the Mall. The 
performance of the Sale Agreement is contingent upon three conditions - the 
Partner not exercising its right of refusal, receipt of the approval of the General 
Director of the Israel Antitrust Authority, insofar as such approval is required, 
and receipt of the consent of Bank Leumi le-Israel BM which granted the 
Seller and the Partner a bank financing agreement for the construction of the 
Mall. For additional details regarding the Sale Agreement, see the Company’s 
reports dated July 21, 2011 and August 16, 2011 (ref. no: 2011-01-218727 and 
2011-01-242088 respectively). 

The Company’s estimates with respect to the expected investments and costs, 
the date of opening of the Mall to the public and the fulfillment of the 
conditions for the performance of the Sale Agreement are forward-looking 
information, as defined in the Securities Law, 5728-1968, which is based on 
subjective estimates of the Company as of the date of the report, and the 
materialization thereof, in whole or in part, is uncertain, or they may 
materialize in a significantly different manner, inter alia, due to factors which 
are beyond its control. 

UWinning the tender for acquisition of lease rights in the lot in Southern 
Hakirya in Tel Aviv 

On May 30, 2011, the Company won a tender on behalf of the Israel Land 
Association for the acquisition of the lease rights in a lot of an area of approx. 
9.4 Dunams in Southern Hakirya in Tel Aviv (the "Lot"). The Lot is intended 
for the construction of an office and commercial project at a scope of approx. 
125 thousand sqm of above-ground built-up area (gross) and approx. 61 
thousand sqm of underground floors. In consideration for the lease of the Lot, 
the Company paid the Israel Land Association the sum of NIS 522 million 
(exclusive of V.A.T) and approx. NIS 39 million as development expenses. 
The Company estimates, as a preliminary estimate, that the sum total of the 
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planning costs, licensing and development expenses and construction costs 
required for the construction of the project on the Lot ranges between approx. 
NIS 900 and NIS 1,000 million. As of the date of the report, the Company 
intends to finance the acquisition of the Lot and the construction from the 
Company's own sources and/or through bank financing. In the tender 
documents, the Company undertook to complete the construction of the project 
within 60 months and some of the work within 36 months. In addition, with 
respect to the acquisition, in July 2011 the Company paid purchase tax in the 
sum of approx. NIS 27 million. For further details, see the Company's reports 
dated May 29, 2011 and May 30, 2011 (ref. no.: 2011-01-165339 and 2011-01-
167994 respectively) which are included in the framework of this report by 
way of reference.  

The Company’s estimates with respect to the expected investments and costs, 
the bank financing and the date of completion of the construction are forward-
looking information, as defined in the Securities Law, 5728-1968, which is 
based on subjective estimates of the Company as of the date of the report, and 
the materialization thereof, in whole or in part, is uncertain, or they may 
materialize in a significantly different manner, inter alia, due to factors which 
are beyond its control or changes in market conditions, the period of time that 
shall be required for approval of the building plan for performance and in the 
construction input prices.  

UAcquisition of the rights in the land located in Ramla (the construction of 
Azrieli Ramla Mall) 

On January 1, 2011, the Group, through Otzem Initiation and Investments 
1991 Ltd. (a wholly-owned subsidiary, “Otzem”), signed an agreement for the 
acquisition of the rights in a lot of an area of approx. 31,650 sqm in Ramla 
which constitutes part of the area known as the Gindi City Project from Gindi 
Investments Projects 2006 Ltd. In consideration for the Lot, Otzem undertook 
to pay NIS 100 million (plus V.A.T). The transaction was closed on May 25, 
2011, and the entire consideration was paid, part of which is held in an escrow 
deposit to secure the provision of tax certificates and performance of the 
transfer of the rights. 

The Lot is intended for the construction of a mall of a gross area of 31,500 sqm 
(main areas and service areas). In respect of the transaction, Otzem paid 
purchase tax in the sum of approx. NIS 5 million. Otzem estimates that the 
sum of the additional investments required for construction of the mall on the 
Lot is approx. NIS 210-230 million. As of the date of the report, Otzem filed 
documents which are required for modification of the zoning plan under local 
authority for the settlement of issues in connection with to the construction of 
the project. For additional details, see Note 5 of the financial statement as of 
June 30, 2011 as well as the Company’s immediate reports of January 2, 2011 
and May 26, 2011 (ref. no. 2011-01-000081 and 2011-01-162048, 
respectively), which are included in this Report by way of reference.  

UAcquisition of office towers in Houston, Texas, U.S.A. 

On February 4, 2011, Three Galleria Office Buildings, LLC, a U.S. company 
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indirectly held by the Company at a rate of 90%, consummated the acquisition 
of three office towers in Houston, U.S.A, of a total area of approx. 99,000 sqm 
(1,065,789 sqf) (without additional building rights), which are situated in the 
Galleria district in Houston, Texas, U.S.A, in consideration for the total sum of 
U.S. $176 million. In addition, the Company paid, in respect of location of the 
property, initiation of the transaction and promotion thereof, an initiation and 
brokerage fee in the sum of approx. U.S. $1.4 million, which constitutes a rate 
of 0.78% of the consideration, to the owners of the external management 
company which manages most of the Company’s properties overseas for the 
Company. The remaining 10% of the rights in the purchaser are held indirectly 
by the owners of the management company. For further details regarding the 
property, the agreement for the acquisition thereof, the funding of the 
acquisition and the Company’s engagement in an agreement for the 
management of the acquired properties, see the Company’s reports of January 
30, 2011 (ref no. 2011-01-031650) and of February 6, 2011 (ref. no. 2011-01-
039024) which are included in this Report by way of reference, Sections 9.2.10 
and 16.15 of Chapter A of the Periodic Report of December 31, 2010  as well 
as Note 5 of the financial statement as of June 30, 2011. 

USenior Management 

UAppointment of Mr. Menachem Einan as active vice to the chairman of 
the board 

On January 16, 2011, the Company’s board of directors approved, after the 
approval and recommendation of the Company’s audit committee, that Mr. 
Menachem Einan, CEO of the Company (“Mr. Einan”), be promoted and 
appointed as active deputy to the chairman of the Company’s board in lieu of 
his position as the Company’s CEO. In his said position, Mr. Einan will be 
deemed as one of the two deputy chairmen of the board who the board of 
directors is entitled to elect, as stated in the Company’s articles, in addition to 
Ms. Danna Azrieli, who has been acting as of the date of this Report, as active 
deputy to the chairman of the board since June 2010.  

Mr. Einan will be responsible, in his new role, for the strategic areas related to 
the continued business development of the Group and realization of its long-
term vision.  

The appointment has taken effect on April 1, 2011. in accordance with the 
management agreement signed between the Company and Mr. Einan dated 
March 1, 2010, he terms and conditions of the management agreement with 
Mr. Einan  remained unmodified, and all as specified in Section 21 of Chapter 
D of the Periodic Report as of December 31, 2010. For further details on the 
appointment of Mr. Einan, see immediate report of the Company dated January 
16, 2011, ref. no. 2011-01-018351, which is included herein by way of 
reference as well as Note 5 of the financial statement as of June 30, 2011. 

UAppointment of the Company’s CEO and approval of the terms and 
conditions of his office 

On January 16, 2011, the Company’s board of directors approved the 
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appointment of Mr. Shlomo Sherf (“Mr. Sherf”) to the position of CEO, 
commencing from April 1, 2011 and the terms and conditions of the 
engagement with him. For details on the management agreement that was 
signed with Mr. Sherf and the terms of his employment, see Section 21 of 
Chapter D of the Periodic Report as of December 31, 2010, an immediate 
report of the Company as of January 16, 2011, ref. no. 2011-01-018405, which 
is included herein by way of reference as well as Note 5 of the financial 
statement as of June 30, 2011. 

UDividend and Current Operations 

UDistribution of Dividend 

On March 29, 2011, the Company’s board of directors approved the 
distribution of a dividend in the sum of NIS 240 million (NIS 1.9790099 per 
share). On April 27, 2011, the group paid the said dividend. For details, see the 
Company’s immediate report as of March 30, 2011 (reference - 2011-01-
098883). 

For further details regarding the Company’s policy in the matter of 
distribution of dividend, see Section 1.5 below. 

UBusiness opportunitiesU:  

UThe Company has been consistently acting in recent years for the creation of 
additional growth engines on top of those existing in the Group in the core 
businesses, in order for them to constitute a potential for significant future 
growth in the Company’s NOI – both by way of purchasing lands for initiation 
and development of new properties, and through purchase of existing 
properties with growth potential.  

As the Company had reported in the past, during the Report Period and until 
the date of release thereof, the Group has continued to review business 
opportunities in Israel and abroad, regarding the expansion of its activity 
especially in the real estate segment, including through acquisition of land 
reserves, acquisition of additional properties and betterment of the existing 
ones, some of which have been realized as stated in the Company’s reports. In 
addition, the Company may review, from time to time, additional options for 
expanding its fields of business while utilizing market situations and/or crisis 
situations in leading and cash flow generating target companies in other 
segments. As of the date of the Report, the Company is conducting with 
several entities initial contacts only, with regard to which there is no certainty 
that they shall mature to negotiations. The Company shall report in the future, 
to the extent that there shall be developments which shall require reporting 
according to law. 

UProperties under initiation and development 

As of the date of this Report, the Company is acting to develop several 
properties under construction, as specified below. 
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The Company's estimations and intentions stated in this section, including the 
data listed in the table at the end of this section, inter alia, in connection with 
the speed of development of the projects under construction and the possibility 
of the fulfillment of various conditions, the receipt of various regulatory 
certificates required for the purpose of promotion of the projects under 
construction or the results of administrative and legal proceedings, are 
forward looking information as defined in the Securities Law, 5728-1968, 
which is based on the Company’s plans as of the date of the report and the 
Company’s estimations on the speed of progress, the probability of fulfillment 
of the various conditions and the relevant decisions of the court. Such 
estimations may not be fulfilled, in whole or in part, or be fulfilled in a 
materially different manner than that which the Company estimated. The 
primary factors which may affect the same are: changes in the Company's 
plans and the Company or any member of the Group encountering financing 
or other difficulties, in a manner affecting the consummation of the Company’s 
intentions. 

UAzrieli Kiryat Ata Mall 

In 2009, the Company, through Gemel Tesua (a wholly-owned subsidiary, 
“Gemel”), purchased land that is located in the center of Kiryat Ata, in the 
total area of approx. 9 dunam, from Zeva Paint Industry Ltd. and Tambour 
Ltd., companies affiliated with the Company. As of the date of the Report, the 
entire amount of the consideration was paid and Gemel's rights in the land 
have been registered.  

The Group is acting to construct a commercial center in the area of approx. 
9,000 sqm for commerce, and an additional building which will serve mainly 
as offices (the “Additional Building”). As of the date of the Report, Gemel is 
acting to receive the required approvals and preparing for the opening of the 
mall at the beginning of September, 2011. Also, Gemel had commenced 
excavation and shoring work of the Additional Building. 

In the context of building the project, Gemel did and will perform various tasks 
in the land, in accordance with undertakings which were issued thereby to the 
authorities, according to an agreement with the Ministry of Environmental 
Protection. Also, for the purpose of building the aforesaid project, a plan 
initiated by the local committee was approved, allowing the building of service 
areas in basements. 

UAzrieli Akko Mall 

As of the date of the Report, the Group, through Canit Hashalom (an approx. 
99% owned subsidiary, “Canit Hashalom”), is registered as the holder of the 
rights in land which is located in Akko, in the area of approx. 13 dunam, which 
were purchased from Tambour Ltd. (an affiliate) in 2007. As of the date of the 
Report, Canit Hashalom is in the final completion process of constructing the 
project of which marketable area is approx. 12,400 sqm and is in the process of 
receiving the approvals and permits required for the occupation, including the 
Ministry of Environmental Protection’s approval. In order to ensure the 
payment of betterment levy, the Company has provided to the City of Akko a 
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guarantee in the amount of NIS 225,000. Canit Hashalom estimates that the 
opening of the mall to the general public will take place at the end of August, 
2011. 

URishonim Azrieli Mall 

The Group, through Canit HaShalom is the owner of a plot of land in an area 
of approx. 19 Dunam in Rishon Lezion (the “Complex”), which constitutes 
part of a larger land plot which is jointly owned by Canit HaShalom and third 
parties. In respect of the Complex, a plan was deposited on August 24, 2009 
upon the approval of which, the building of rental areas at a scope of approx. 
48,000 sqm (commerce and offices) as well as 82,095 sqm above ground and 
underground parking areas will be allowed. In December 2010, the resolution 
of the district committee was adopted, according to which the plan was 
approved for deposit for validation, subject to receipt of final approvals and 
performance of adjustments included in such resolution. As of the date of the 
report, the Company is acting for receipt of the approvals, upon the receipt of 
which it shall commence the work for preparing the temporary parking lot for 
the train users.  

Canit Hashalom assumed an undertaking, according to which, if the plan 
would be approved, then Canit HaShalom will build at its expense 600 parking 
spaces which will serve as a parking in favor of the train users,  the rights in 
which will be of Canit HaShalom and they will be provided for the benefit of 
the train users, under terms and for consideration as shall be agreed upon with 
the City.  In April 2011 an administrative appeal was filed against the district 
committee, Canit HaShalom and others in respect of approval of the plan under 
the terms as aforesaid. The appeal was filed by a member of the Ness Ziona 
City Council, tradesmen from Rishon LeZion and others. The appeal, mainly 
reiterates the claims raised within the context of the objections filed against the 
plan at the District Committee and which were, at the most part, rejected 
thereby. A preliminary hearing in the appeal was scheduled for October 2011. 
The Company estimates that the appeal will not delay the timetables of the 
planning and performance of the project. 

UAzrieli Center Holon 

The Group, through Canit HaShalom, is entitled to receive lease rights in a 
land plot at an overall area of approx. 34 Dunam at the eastern industrial area 
in Holon, which is owned by the City of Holon, by virtue of an agreement 
signed between the City of Holon and Canit HaShalom on June 5, 2008. The 
whole land plot is owned by the City of Holon. Pursuant to the agreement, the 
project is for the construction of a business park (in no more than four sub 
stages) which includes buildings for hi-tech industry, offices, showrooms and 
commerce halls, service areas and parking areas, as well as other uses (the 
“Project’).  

The Project will be built and operated as an income producing (rental) 
property, by way of a joint transaction. Canit HaShalom will be entitled to 
receive 83% of the areas which will be built in the Project as aforesaid, while 
the City of Holon will be entitled to receive 17% of the areas to be built as 
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aforesaid (the “Transaction Partnership Rate”). As of the date of publication 
of the Report, the excavation and shoring work has been completed, and the 
foundation of the buildings  and the construction of the basements have 
commenced in accordance with the permit received to build the basements.  

UAdditional Development, construction and bettermentU:  

As aforesaid, during the Report Period the Group continued to invest in the 
development and construction of new properties as well the expansion and 
renovation of existing properties, the total investments of the Company during 
the Report Period were at approx. NIS 166 million (not including purchase 
costs of new properties).   

In addition to the promotion of the permits required for construction of the 
properties, the Company also continued the proactive management of its 
existing properties and the improvement thereof, maintaining the high 
occupancy rate which is distinctive of the Group and enhancement of the cash 
flow generated by such properties, among other things, in the context of the 
branding of the properties, in November 2011 the first store (at an area of 
1,500sqm) of the leading American brand Forever 21 is expected to be opened 
at the Azrieli mall in Tel Aviv and during 2012-2013 stores of the American 
brand American Eagle are expected to be opened at several of the Group’s 
malls (at an aggregate area for rent of approx. 2,500 sqm). 

The Company’s estimates regarding the opening date of the Forever 21 store 
and the American Eagle stores are forward-looking information, as defined in 
the Securities Law, 5728-1968, which is based on subjective estimates of the 
Company as of the date of the report, and the materialization thereof, in whole 
or in part, is uncertain, or they may materialize in a significantly different 
manner, inter alia, due to factors which are beyond its control or changes in 
the market conditions.   
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Set forth below is a summary of the data regarding properties under construction and expansions 
Name of property Location Date of 

purcha
se 

Usage Rate 
of 

holdi
ng 

Area of 
land (in 

sqm) 

Sqm for 
marketing 

Date of commencement  of 
construction 

Estimated date 
of completion 

Cost of land and 
construction as 
of June 30, 2011 
(NIS in millions) 

Estimated cost of 
completion of 

construction and  
(NIS in millions) 

Azrieli Kiryat Ata Kiryat Ata Jan. 
2009 

Commerce 100% 9,000 9,095 Nov. 2009 Beginning of 
September, 2011  

79 25-30 

Commerce 
and Offices 

100% Included in 
the 
commerce 
area 

4,000 May 2011 Q1/2013 Included in the 
commerce area 

45-55 

Azrieli Akko Mall Akko Nov. 
2007 

Commerce 100% 12,600 12,406 Mar. 2010 End of August, 
2011 

90 40-45 

Azrieli Rishonim Rishon Lezion Aug. 
2008 

Commerce 
and Offices 

100% 19,000 48,000 
 

In the coming months 
(*****) – temporary parking  

March 2014(*) 81 400-430 

Azrieli Center 
Holon (****) 

Holon Jun. 
2008 

Offices 83% 34,000 115,000 Phase A (**) – 2010 
Phase B (**) – not yet 
determined 

Phase A – 2013 
Phase B – by 
2016 

57 550-590 
Commerce 5,000 

Givatayim – 
additional office 
floor 

Givatayim Dec. 
2008 

Offices 100% above the 
mall 

1,916 2010 Aug. 2011 14 7-9 

Azrieli Ayalon 
Mall – additional 
floor 

Ramat Gan Aug. 
1982 

Commerce 100% ---- 9,500 Not yet determined 18 months from 
date of 
commencement 

5 120-150 

Azrieli Hanegev 
Mall - renovation 

Beer Sheva Apr. 
1984 

Commerce 100% ---- 2,570 Oct. 2010 Jul. 2011 13 3-4 

Azrieli Mall 
Ramla 

Ramla Jan. 
2011(*

**) 

Commerce 100% 31,650 22,000 Aug. 2011 2013 106 204-224 

USouthern Hakirya Tel Aviv May 
2011 

Commerce 
and Offices 

100% 9,400 125,000 Not yet determined 2016 588 900-950 

Total           354,487     1,033 2,294-2,487 

(*) Contingent on approval of the city zoning plan. 
(**) Phase A – construction of 42,000 main areas (above-ground) and underground parking lots in an area of 81,000 sqm. Phase B – construction of the remaining of the areas (at least 80% of the building rights according 
to the city zoning plan). 
(***) The transaction was closed on May 25, 2011. 
(****) The figures are in respect of the 100%. 
(*****) Contingent on receipt of approvals. 
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1.1.2 The NOI (Net Operating Income) index 

As stated in the board report as of December 31, 2010 P0F

1
P, the (unaudited) NOI 

figure is one of the important parameters in the valuation of income-producing 
property companies. In addition, the NOI is used for measurement of the free 
cash flow available to service financial debt taken to finance the acquisition of 
the property. Current maintenance expenses for property preservation are 
offset against the total NOI.   

Below are the NOI figures regarding income-producing properties, both from 
the commercial centers and malls segment and from the office and other space 
for lease segment: 

NIS in millions For the three months ended  For the six months ended 

 June 30, 2011 June 30, 2010 June 30, 2011 June 30, 2010 

Commercial 
centers and 
malls 

160 152 320 300 

growth rate 5%  7%  

Office and other 
space for lease 

79 67 154 134 

growth rate 18%  15%  

Total NOI 239 219 474 434 

growth rate 9%  9%  

For explanations pertaining to the increase in NOI, see Section 1.11.1 and 1.11.2 below. 

1.1.3 Same property NOI Index  

Same property NOI – (unaudited) NOI from similar properties that were held 
by the Group throughout the reported periods. 

 For the three months ended  For the six months ended 
NIS in Millions June 30, 

2011 
June 30, 2010 June 30, 2011 June 30, 2010 

Commercial 
centers and malls 
segment 

160 152 303 287 

Office and other 
space for lease 
segment 

71 67 140 134 

Total 231 219 443 421 
Growth rate 5.5%  5.2%  

For explanations pertaining to the increase in same property NOI, see Section 1.11.1 
and 1.11.2 below. 

 

                                                 
1  Details in respect of the use made of this figure and the manner of calculation thereof were 
extensively provided in the Company’s board  report as of December 31, 2010. 
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UDevelopment of actual same property NOI, according to quarters 
(NIS in millions): 

 2011 2010 
 Q2 Q1 Q4 Q3 Q2  
Same property NOI in all of the 
periods (*) 

231 230 225 224 219  

NOI from acquired properties 8 6 - - -  
NOI from properties sold during 
the period 

- - - - -  

Total NOI for the period 239 236 225 224 219  
 (*) Properties both in the commercial centers and malls segment and in the 

office and other space for lease segment. 

1.1.4 Weighted cap rate  

Following is a calculation of the (unaudited) weighted cap rate derived from 
the entire income-producing property of the Group as of June 30, 2011: 

 
UNIS in millions 

Total Investment property in the “Expanded stand alone” statement (See 
Annex E) (*) 

13,951 

Net of value attributed to  construction rights not utilized yet  )1(  
Net of value attributed to investment property under construction  (322) 
Net of the value attributed to land reserves  (754) 
Total income-producing investment properties (including vacant spaces) 12,874 
  
Actual NOI for the quarter ended on June 30, 2011 239 
Addition to future quarterly NOI (**) 14 
Total standardized NOI 253 
Pro-forma annual NOI based on standardized quarterly NOI (***) 1,012 
Weighted cap rate derived from income-producing investment property 
(including vacant spaces) (****) 

7.9% 

 (*)  As of the date of the Report, the Company has performed new valuations for all of its properties in 
Israel as of June 30, 2011. The increase in the valuation derived mainly from the increase in the 
rental fees and revaluation of properties under construction. 

 The increase in the value due to the cancelation of the developer profit for Kiryat Ata and Akko 
Malls will be expressed in the third quarter in which the malls will open to the public.  

(**) Including changes in rental fees that were renewed and signed until June 30, 2011 as well as the 
influence of the known index as of June 30, 2011 which was not included in the NOI for the second 
quarter. In addition, estimates were included for an addition of NOI for vacant spaces for which 
value was credited in the valuations as of June 30, 2011 and which have not been populated yet 
(mainly for Tower E in Herzliya of which population began in the end of 2010 and as of the date of 
the report is at population of approx. 70%, the population of another office floor in Givatayim and 
the population of the cinema area in Hanegev Mall) as well as weighting for a year in respect of the 
purchase of office buildings in Texas, during the Report Period. 
This figure does not represent the forecast for the coming quarter and all of its purpose is to 
reflect the NOI under an assumption of full population for a whole year of all of the income-
producing properties. (This figure does not include NOI from properties under construction 
which will be populated during 2011 such as Kiryat Atta and Akko, but includes NIS 46 
million for the office buildings in Texas which were purchased during the Report Period). 

(***) Annual NOI which is the multiplication of standardized Q2 NOI by four quarters. 
(****) Annual standardized NOI rate out of the total income-producing investment properties (including 

vacant spaces). 



 14 

1.1.5 The FFO (Funds From Operations) Index for the income-producing real estate 
business (Calculated in NIS in millions): 

For the purpose of providing further information about the results of 
operations, following is the FFO Index, which is in common usage around the 
world and provides an appropriate basis for comparison between income-
producing property companies. P

 
PThe index expresses net reported profit net of 

income and expenses of a capital nature, plus the Company’s share in 
depreciation from real estate and other amortizations. In this Report the FFO 
index is presented for the Group’s income-producing property only. The 
Company’s management believes that since the FFO index is an index 
customary in companies of which all of their business focuses on the income-
producing property, therefore an adjustment of that index is required in 
companies of its kind to better reflect the Group’s income-producing property 
business while neutralizing influences which are not from the real estate 
segment. 

The Company’s management believes that it is necessary to perform certain 
adjustments in respect of non-operating items which are affected by 
revaluation of fair value of assets and liabilities, mainly adjustments of fair 
value of investment property and property under construction, various capital 
losses and gains, deferred tax expenses and financing expenses in respect of 
appreciation of financial liabilities.  

This index provides additional information over and above the NOI since it 
includes, inter alia, the cash flow financing expenses and tax expenses of the 
Company. It should be emphasized that the FFO does not represent cash flow 
from current activity according to GAAP and does not reflect cash held by the 
Company and its ability to distribute the same and does not substitute the 
reported net profit. It is further clarified that this index is not a figure which is 
audited by the Company’s auditors. 

 For the three 
months ended 

For the six months ended 

 June 30, 
2011 

June 30, 
2010 

June 30, 
2011 

June 30, 2010 

Net profit for period attributed to shareholders 383 62 545 203 
Discounting the net profit (loss) from Granite HaCarmel 
attributed to shareholders (including amortization of 
surplus costs) 

3 4 (15) (9) 

UAdjustments to profit UPU

(1)
UP:     

Decrease (Increase) of investment property value (337) 9 (353) 19 
Depreciation and amortizations 1 1 2 2 
Net non-cash-flow finance expenses 45 55 77 18 
Deferred tax expenses  49 13 48 23 
Adjustments for equity-investees - 2 1 2 
Interest and dividends from financial assets held for trade 
net of tax P

(5) 
(16) (2) (35) (2) 

Impairment of financial assets available for sale and held 
for trade, net 

43 2 65 2 

Plus benefit recorded for employee option plan  2 - 5 - 
Net of dividend from BLL and Leumi Card  (19) (2) (43) (2) 
UTotal adjustments to profit (232) 78 (233) 62 
UPlus interest paid for real investments - UPU

(2) 14 15 29 29 
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UTotal FFO attributed to the income-producing property 
business UPU

(3) 
168 159 326 285 

UAnnual FFO return for income-producing property in 
proximity to the Report date (Aug 18, 2011) 

    

Company’s market cap  10,467    
Net of the value of cash and negotiable securities 
(according to book value as of June 30, 2011)  

(1,386)    

Net of the value of the Company’s holdings in Granite 
HaCarmel (according to market cap) 

)475(     

Net of the value of the Company’s holdings in Bank 
Leumi (according to market cap) 

)908(     

Net of the value of the Company’s holdings in Leumi 
Card (according to book value according to the last 
valuation as of December 31, 2010 – the company is not 
traded) 

(498)    

Net of the value of Investment real estate under 
construction 

U(1,076)    

UMarket value attributed to income-producing property 
alone 

6,124    

UTotal quarterly real estate FFO   U168    
UStandardizing the quarterly FFO for a year U672    
UAnnual income-producing property FFO  return UPU

(4) U11%    
URemarks and assumptionsU: 
1. The adjustments to the profit below do not include adjustments due to Granite since its profits were 

discounted in full. 
2. Calculated according to weighted interest of the Group due to the real investments, which include: Granite 

HaCarmel, Bank Leumi and Leumi Card, for 65% of the investments costs. It should be commented that in 
the board report as of March 31, 2011 there was a mistake and due to a technical error the sum of interest 
presented was not weighted by 65% and therefore real estate FFO for Q1 2011 was released in the sum of 
NIS 168 million instead of NIS 158 million. 

3. Which is attributed to shareholder only. 
4. The result deriving from dividing the FFO which is attributed to the income-producing property only with 

the market value which is attributed to the income-producing property only. 
5. Net of interests and dividends in respect of a securities portfolio that was written off from the income-

producing property business. 

 
1.1.6 The EPRA index: Net Asset Value (EPRA NAV) 

The Company is included in the EPRA index and is also a member of this 
association (European Public Real Estate Association) which incorporates the 
large income-producing property companies. In view of the aforesaid, the 
Company decided to adopt the position statement which was published by the 
EPRA, the aim of which is to increase the transparency, uniformity and 
comparativeness of financial information which is released by the real estate 
companies. 

The EPRA NAV index reflects the Company's net asset value under the 
assumption of continued future activity which assumes the non-disposal of the 
real estate assets and therefore, various adjustments are required such as 
presentation by fair value of properties which are not so presented in the 
financial statements and cancellation of deferred taxes deriving from 
revaluation of investment property. 

It shall be emphasized that the index which was specified above does not 
include the profit component anticipated due to the projects under construction 
which were assessed by an assessor at fair value on the basis of land value plus 
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investments by the date of the Report. 

These figures do not constitute a valuation of the Company, are not audited by 
the Company's auditors and do not replace figures in the financial statements. 

 

 

 

 

 

 

 

1.1.7 Main market trends 

According to the estimation of the Company’s board of directors no change 
had occurred in the business environment in which the Group operates as 
described in the board report as of December 31, 2010.  

In the estimation of the Company’s board of directors, according to the 
companies and business survey, the business activity continued to expand in 
Q2/2011 at a rate close to that recorded in the previous quarter, and the 
expansion in the activity in the business segment is expected to continue also 
during Q3/2011. The consumer price index (known index) rose in Q2/2011 by 
approx. 1.27%, versus a rise of approx. 1.34% in the same period last year. The 
dollar exchange rate weakened versus the NIS by approx. 1.9% in Q2/2011, 
while the Canadian dollar exchange rate weakened compared with the NIS by 
approx. 1.7% during that period. As a result of the growth in the market and the 
increase in the business activity and in private consumption, demand levels and 
rent prices have risen, and in most properties increased revenues have been 
recorded during the Report period. However, there is still difficulty in raising 
rental fees in certain areas in which competition is on the rise. In view of the 
worldwide uncertainty and instability in the financial markets, the Company is 
unable to assess, as of the date of approval of the financial statements, the 
expected effect of the events described above and the length of time in which 
such effects shall last. 

1.1.8 Liquid means at Azrieli Group 

As of June 30, 2011 the aggregate scope of liquid means (cash and cash-
equivalents, financial assets held for trade and short-term deposits) held by the 

UEPRA NAV (NIS millions) As of 
 June 30, 2011 June 30, 2010 
Equity attributed to the Company's 
shareholders in the financial 
statements 

11,269 9,798 

Together with a tax reserve due to 
revaluation of investment property 
and fixed assets to fair value (net of 
the minority share) 

1,463 1,230 

EPRA NAV 12,732 11,028 

EPRA NAV per share (NIS) 105 91 
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Group amounted to the sum of approx. NIS 1.6 billionP1F

2
P, after completion of the 

IPO pursuant to the Prospectus, the Private Placement, debt repayments and the 
making of current investments in the Group during the period. The Company 
regards its liquid means as important to its financial stability, great financial 
flexibility, due to its independence from the availability of outside sources also 
for the purpose of repayment of debts and the ability to take advantage of 
investment opportunities in different periods, including in times of financial 
crisis such as that which characterized the years 2008-2009. In reference to 
additional possible liquid sources, the Company estimates that the Group is 
able to raise financing under convenient terms, also in the current economic 
conditions. In Section 16.4 in Description of the Corporation’s Business in 
chapter in Chapter A of the periodic Report for 2010, the Company specified 
further issues in connection with the Group’s financing activity. 

0BAfter completion of the IPO, the Company manages the balance of the issue 
proceeds in accordance with the policy announced by the Company in the 
Prospectus and in an immediate report dated August 29, 2010 (ref. no. 2010-
01-601578). According to such policy, the Company deposited the IPO 
proceeds, in proper dispersion, through engagement with several companies 
which engage in the fund management sector according to their terms or with 
regard to some of the funds, by itself. The aforesaid funds will be managed in a 
diverse manner, for the purpose of risk distribution, whereby the rate of up to 
30% of the aforesaid amount will be managed through investment in shares 
which are traded in the Tel Aviv 100 Index (or, with regard to funds that are 
managed by overseas portfolio managers, through investment in shares of 
Canadian companies that are traded in S&P TSX Composite Index on the stock 
exchange in Toronto, Canada), and the balance will be managed through 
investments in bonds with investment grade ratings of +BB and above and/or 
in deposits in financial institutions. As of the date of the report, the Company 
does not intend to act in financial derivatives in connection with the funds 
which will be managed as aforesaid, other than for purposes of protection of 
currency exposure, insofar as it will be decided to perform such protection, 
according to the Company's discretion.  

Accordingly, as of June 30, 2011, the balance of the IPO proceeds (approx. 
NIS 1.3 billion) are managed through portfolio managers according to the 
restrictions set forth in the said policy (The majority is managed in Israel and 
some is managed outside of Israel, in accordance with such instructions P2F

3
P). 

During the Quarter and in the Report Period, the Company recorded financing 
expenses in a sum of approx. NIS 22 million and NIS 19 million respectively 
due to a change in the value of negotiable securities net of interests and 
dividends received from negotiable securities. 

                                                 
2 For details regarding the sum of no less than approx. NIS 135 million which the Company undertook 

to reserve within the framework of ratings renewal of commercial securities which it issued see 
Section 1.5 of this Report. 

3 After the  closing of the transaction for the acquisition of the towers in Houston, a very negligible 
amount remains under management overseas.  
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1.2 UMain data from the Description of the Corporation's Business  

1.2.1 Background 

The Group's business activity focuses mainly on the income-producing 
property market in Israel, as well as additional industries, inter alia, through 
the subsidiary, Granite. Below is chart specifying the Company's main 
operation sectors: 

 

The Company’s business condition, results of operations, capital and cash 
flows, are affected mainly by the state of the rental real estate industry, the 
business condition of Granite and changes in the value of the financial assets 
held for sale by the Company. In the board of directors’ report, explanations 
will be presented regarding these effects on the Company and its results for the 
Report Period. 

The Company’s strength is affected mainly by the broad dispersion of the 
income-producing property (commercial centers and office space for lease), the 
diverse lessee composition, the expertise in development, planning, 
management and construction of income-producing property and its business 
positioning. In addition, the Company estimates that it earns significant 
goodwill due to the fact that the commercial centers and malls owned thereby 
are characterized by high occupancy rates and revenues, immediately in 
proximity to the date of population thereof and so long as the Company 
manages them. In addition, the Group’s financial strength derives, inter alia, 
from the scope of the cash flow from current activity and the rate of the 
Group’s financial liabilities relative to its total assets which is lower than 
customary in the income-producing property industry. The Company from time 
to time looks into business opportunities in Israel and abroad in connection 
with expansion of its business, mainly in the commercial centers and malls 
segment and in the commercial property for office and other space segment, 
including through the acquisition of land reserves, the purchase of additional 
properties and betterment of existing properties. In addition, the Company from 
time to time looks into other possibilities for expansion of its business 
segments whilst taking advantage of market situations and/or crisis situations 
in leading cash flow-generating target companies in other segments. The 
Company’s management is acting with the intention of continuing to lead the 
income-producing property market, inter alia, through completion and 
population of projects in the income-producing property segments, the 
acquisition of land reserves and the purchase of additional similar properties as 
aforesaid, which will cause further growth in the operating cash flow of the 
Company in the future, insofar as the Company’s board of directors shall deem 

Azrieli Group 
Ltd.

Commercial 
Centers and 

Malls

offices and 
other space for 

lease
Granite
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fit.  

1.2.2 Summary of the Group's business segments  

During the Report Period, no material changes occurred in the main business 
segments constituting the core of the Group’s business as specified in the 
board report as of December 31, 2010.  

 The Commercial Centers and Malls Segment – The Company has 12 
income-producing properties at an overall leasable area of approx. 242 
thousand sqm (Company share) and 243 thousand sqm (on a 
consolidated basis) and approx. 1,500 lessees.  

 The Office and Other Space for Lease Segment – The Company has 13 
properties at an overall leasable area of approx. 401 thousand sqm 
(Company share) and 414 thousand sqm (on a consolidated basis) and 
approx. 930 lessees. 

 The Granite Segment: 

The Group has additional businesses, which include, inter alia, passive 
financial investments in corporations in the banking and financing 
segment and investments in venture capital companies.  

Thus, in light of the business opportunity that was created, the Company 
purchased during 2009 passive minority holdings in Bank Leumi, which are 
presented in the financial statements as a financial asset available for sale. The 
passive financial investments are presented in the Company's financial 
statements according to the fair value thereof, the change of value in respect 
thereof, net of the tax effect which was credited directly to the overall profit. 
The Company's management has taken no decision regarding the increase or 
reduction of its holdings that are specified above. 
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UFollowing are the changes in the main financial investments during the Report 
Perio Ud: (NIS in millions) 

 Fair 
value* of 

the 
investment 

as 
presented 

in the 
financial 

statements 
as of 

December 
31, 2010 

Investments 
during the  
six months 
ended on 
June 30, 

2011 

Total 
investment 
as of June 
30, 2011 
before 

adjustment 
for 

changes in 
the fair 
value 

during the 
Report 
Period 

Fair value* 
of the 

investment as 
presented in 
the financial 
statements as 
of June 30, 

2011 

Change in 
the fair 
value 

during the 
Report 
Period 

Dividend 
that was 
received 

during the 
Report 
Period 

Investment 
in Bank 

Leumi le-
Israel Ltd. 

(*) 

1,284 - 1,284 1,130 (154) 43 

Investment 
in Leumi 
Card Ltd. 

(**) 

498 - 498 498 - - 

Total 1,782 - 1,782 1,628 (154) 43 

* The fair value of the investment in Bank Leumi le-Israel was determined according to the 
value of the share at the stock exchange. For details regarding the resolution of Bank Leumi’s 
board of directors regarding the distribution of a dividend, see Section 11.1.2 of Chapter A of 
the periodic Report for Y2010 – of the Description of the Corporation’s Business chapter and 
Section 1.5 below; 

** The fair value of the investment in Leumi Card Ltd. (“Leumi Card”) was determined 
according to an independent appraiser, in accordance with the valuation as of December 31, 
2010. As of the date of the Report no new valuation had been performed. 

It should be noted that after the date of the balance sheet, updated as of Aug. 18 2011 (closely 
prior to the date of the report), there was a decrease in the fair value of the investment in Bank 
Leumi (net of tax) so that had the Company included such value in its financial statements 
(without changing other data) the total profit of the Company for the Report Period would have 
decreased in NIS 202 million. 
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1.3 UThe business results and the total assets in the Report Period 

UFollowing is the contribution of the Group's business segments to the business results U: 
(NIS in millions) 

 Segment profit in 
the three months 
ended: 

Segment profit 
in the six months 
ended: 

Rate of the 
segment’s profit 
from the total 
consolidated net 
profit in the three 
months   ended: 

Rate of the 
segment’s profit 
from the total 
consolidated net 
profit in the six 
months ended: 

 June 
30, 
2011 

June 
30, 
2010 

June 
30, 
2011 

June 
30, 
2010 

June 30, 
2011 

June  
30,  
2010 

June 30, 
2011 

June 30, 
2010 

Commercial centers 
and malls 

160 152 320 300 41% 245% 56% 139% 

Office and other 
space for lease  

79 67 154 134 20% 108% 27% 62% 

Granite 50 26 125 62 13% 42% 22% 28% 
Total attributed profit 289 245 599 496 74% 395% 105% 229% 
Changes in fair value 339 (10) 356 (22) 87% (16%) 62% (10%) 
Net financing 
expenses 

(170) (138) (293) (176) (44%) (223%) (51%) (81%) 

Tax  expenses (68) (19) (97) (65) (17%) (31%) (17%) (30%) 
Management  and 
other revenues 
(expenses), net 

(2) (16) 4 (17) - (25%) 1% (8%) 

Net profit per period 388 62 569 216 100% 100% 100% 100% 

The Group's revenues for the Report Period amounted to approx. NIS 3,612 million, 
compared with approx. NIS 3,134 million in the same period last year, an increase of 
approx. NIS 478 million, deriving mainly from an increase in the income-producing 
property segment for commercial centers and malls in the sum of approx. NIS 23 
million (mainly due to the purchase of the Azrieli Haifa Mall during the first quarter of 
2010, and an increase in revenues from existing properties), an increase in the income-
producing property for office and other space for lease segment in the sum of approx. 
NIS 37 million (mainly due to the purchase of three office buildings in Houston, 
Texas, USA, during Q1/2011, from the completion of the lease of the offices in 
Modi’in and commencing the population of Tower E in Herzliya), and an increase in 
the Granite segment in the sum of approx. NIS 417 million (mainly due to an increase 
in sales in Sonol, Supergas and Tambour as well as an increase in GES mainly due to 
the consolidation for the first time of Via Maris since Q2 of last year). As of June 30, 
2011, the total assets on the balance sheet were approx. NIS 22.5 billion, compared 
with approx. NIS 21.3 billion as of December 31, 2010.  
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UFollowing is the share of the assets of the business segments from the total assets of 
the GroupU: 

 The share of the segment's assets out of 
the total assets, on a consolidated basis, 

as of  
(NIS in millions)  

The rate of the segment's assets 
from the total assets, on a 
consolidated basis, as of 

 June 30, 2011 Dec. 31, 2010 June 30, 2011 Dec. 31, 2010 
Commercial 
centers and malls 

9,088 8,489 40% 40% 

Office and other 
space for lease  

4,889 3,675 22% 17% 

Granite 5,226 4,921 23% 23% 
Others  3,262 4,258 15% 20% 
Total 22,465 21,343 100% 100% 

1.4 USummary of Balance Sheet Data from the Consolidated StatementU: (NIS in 
millions) 

 As of June 30, 2011 As of June 30, 2010 As of Dec. 31, 2010 
Current assets 3,846 4,269 4,364 

Non-current assets 18,619 15,643 16,979 

Current liabilities 3,436 3,127 2,993 

Non-current liabilities 7,302 6,576 6,826 

Equity attributed to the 
Company’s shareholders  

11,269 9,798 11,101 

Equity attributed to the 
Company’s shareholders 
from the total balance 
sheet (in percents) 

50% 49% 52% 

The Group finances its business activity mostly by its equity, the IPO proceeds and by 
using non-bank credit (mostly bonds), bank credit (short- and long-term) and 
commercial securities. The Group’s financial stability and the fact that most of the 
Group’s debt is in long-term loans and bonds provides the Group with available 
sources for obtaining finance under convenient terms. 

1.5 UFinancial Condition, Liquidity and Financing Sources 

Liquid Means in the Group 

As of June 30, 2011, the cumulative scope of cash, cash equivalents, and financial 
assets held for trade and short-term deposits and investments amounted to approx. NIS 
1.6 billionP3F

4
P. 

The Company estimates that its liquid means, the considerable cash flow from current 
operations and its non-pledged assets (in a total value of approx. NIS 8.5 billion in 
addition to NIS 1.6 billion specified above), allow it a high financial flexibility and an 
ability to use investment and capital raising opportunities in good conditions. 

                                                 
4 For details regarding the sum of no less than approx. NIS 135 million which the Company undertook 

to reserve within the framework of ratings renewal of commercial securities which it issued see 
Section 1.5 of this Report. 
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UThe following is a table of the assets that are not pledged and are available to serve as 
collateral against the obtaining of credi Ut P4F

5
P: 

Assets 
Value of assets as of June 30, 2011 
(NIS in millions) as presented in the 

financial statements 
Property in commercial centers and malls 
segment  

5,237 

Property in the office and other space for lease 
segment 

872 

Company’s holdings in Leumi Card 498 
Company’s holdings in Granite 773 
Company’s holdings in Bank Leumi 1,130 
Total 8,510 

In addition, the Company holds pledged income-producing properties, the loan rate for 
which is considerably lower than their fair value. (Such as the Azrieli Center project, 
which was appraised by an independent appraiser as of June 30, 2011, at approx. NIS 
4.1 billion, whereas the loans for it, as of June 30, 2011, amounted to approx. NIS 1.1 
billion only). 

Dividends: 

UThe CompanyU: As provided in the Company’s Prospectus, the Company's board of 
directors adopted during the Report Period dividend policy according to which, each 
year, upon the publication of the Company's annual financial statements or thereafter, 
the Company shall distribute to its shareholders dividend at a rate of 35% of the 
Company's net profit, subject to any law and to the cash flow, the financing needs, all 
as shall be examined according to board of directors' discretion and in accordance with 
its authority to change this policy. 

On March 29, 2011, the Company's board of directors approved, after having accepted 
the recommendation of the finance committee, a distribution in cash in the total 
amount of NIS 240 million (NIS1.9790099 per share) which constitutes approx. 48% 
of the net profit to the shareholder after discounting revaluation profits and after a 
discounting the tax effects thereon). On April 27, 2011 the Company distributed to its 
shareholders the said amount. For further details, see immediate report of the 
Company dated March 30, 2011, reference: 2011-01-098883, included in this report 
by way of reference. According to the Company’s financial statements as of June 30, 
2011, and after the dividend distribution, the Company has surplus of approx. NIS 8.3 
billion. 

UGraniteU: According to the dividend distribution policy set forth for the held company 
Granite, Granite shall distribute every year cash dividend in such sum that shall 
constitute 40% to 50% of the net annual profit after tax of Granite, except for one-time 
profits not resulting from current operations, subject to the provisions of any law.  

On May 18, 2011 the board of directors of Granite approved the distribution of 
dividend to the shareholders in an amount of NIS 15 million. On June 7, 2011, a  
consolidated company received a dividend from Granite Hacarmel in the sum of 

                                                 
5 The assets in the table do not include income-producing properties held by Granite. 
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approx. NIS 9 million. 

ULeumi CardU: In addition, on May 24, 2010, Leumi Card's board of directors adopted 
an annual dividend policy according to which each year an amount which shall equal 
30% of Leumi Card's net current profit shall be distributed. This policy was updated 
on May 22, 2011 such that the distribution of the dividend will be allowed subject to 
the restrictions of a “risk appetite” policy which was approved by Leumi Card's board 
of directors, whereby a capital to risk components ratio shall be preserved in a range 
between 14% and 14.5% and a core capital ratio no less than 12%, as well as the 
requirements of the Supervisor of Banks which determine that the Company is 
required to adopt Bank Leumi’s capital adequacy targets. 

UBank Leumi U: On January 27, 2011, the Company received approximately NIS 24 
million as a dividend from Bank Leumi due to the resolution of the general meeting of 
December 28, 2010, for the distribution of an additional dividend in the total amount 
of NIS 500 million, due to the first nine months of 2010. In addition, the Company 
received, on June 28, 2011, a dividend from Bank Leumi in the sum of approx. NIS 19 
million. 
 
Cash flows 

UNet cash flows deriving for the Group from current operations U in the six months 
which ended on June 30, 2011, amounted to the sum of approx. NIS 1,268 million, 
compared with the sum of approx. NIS 409 million which were used for current 
operations in the same period last year (an increase of approx. NIS 1,677 million).  

The increase in cash flow from current operations in the six months ended on June 30, 
2011, compared with the same period last year derived mainly from the sale of 
financial assets held for trade in the sum of approx. NIS 891 million in the Report 
Period, compared with the purchase of financial assets held for trade in the sum of 
approx. NIS 919 million in the same period last year. In addition, an increase occurred 
in the cash flow deriving from an increase in the operating profit of the income-
producing property (approx. NIS 41 million), compared with the same period last year. 
In contrast, in the Granite segment a decrease of approx. NIS 112 million was 
recorded, deriving mainly from changes in trade accounts receivable, inventory and 
the trade accounts payable. 

Net cash flows deriving for the Group from current operations in the three months 
which ended on June 30, 2011, amounted to the sum of approx. NIS 797 million, 
compared with the sum of approx. NIS 568 million which were used for current 
operations in the same period last year (an increase of approx. NIS 1,365 million). 

The main increase in cash flows from current operations in the three months ended on 
June 30, 2011 compared with the same period last year resulted from the sale of 
financial assets held for trade in the sum of approx. NIS 625 million in the Quarter, 
compared with the purchase of financial assets held for trade in the sum of approx. 
NIS 919 million in the same period last year. In addition, an increase occurred in cash 
flows deriving from an increase in the operating profit of the income-producing 
property (approx. NIS 19 million), compared with the same period last year. In 
addition, in the Granite segment a decrease of approx. NIS 91 million was recorded, 
deriving mainly from changes in trade accounts receivable, inventory and the trade 
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accounts payable. 

The cash flow derived by the Group from current operations in the three months ended 
on June 30, 2011, together with cash originating from the IPO, were used by the 
Group mainly for financing investments required for projects under construction and 
for purchase of properties. 

The cash flow in the Report Period derived mainly from the operating profit of the 
income-producing property in an amount of approx. NIS 474 million, plus cash flow 
which resulted from current operations from the sale of financial assets held for trade 
in the sum of approx. NIS 891 million and from a dividend received from BLL in the 
amount of approx. NIS 43 million. 

UNet cash flows used by the Group for investment activityU in the six months which 
ended on June 30, 2011, amounted to approx. NIS 1,655 million, compared with 
approx. NIS 263 million in the same period last year. 

The increase in the sum of NIS 1,392 million in the Report Period resulted mainly 
from the purchase of, and investment in, investment properties and investment 
properties under construction (including payments to institutions for the properties) in 
the sum of approx. NIS 1,556 million compared with approx. NIS 379 million in the 
same period last year, from a change in short-term deposits in the sum of approx. NIS 
132 million compared with the same period last year and consideration from 
liquidation of financial assets available for sale in the same period last year, in an 
amount of approx. NIS 36 million. 

Net cash flows used by the Group for investment activity in the three months which 
ended on June 30, 2011, amounted to approx. NIS 849 million, compared with approx. 
NIS 46 million in the same period last year. 

The increase in the sum of NIS 803 million in the Quarter resulted mainly from the 
purchase of, and investment in, investment properties and investment properties under 
construction (including payments to institutions for the properties) in the sum of 
approx. NIS 819 million compared with approx. NIS 33 million in the same period last 
year. 

UNet cash flows derived by the Group from financing activityU in the six months 
ended on June 30, 2011, amounted to approx. NIS 382 million, compared with net 
cash flows deriving from financing activity in the sum of approx. NIS 2,013 million in 
the same period last year. The decrease in the sum of approx. NIS 1,631 million 
resulted mainly from the IPO proceeds in the sum of approx. NIS 2,484 million which 
were included in the same period last year, from dividend distribution in the sum of 
approx. NIS 240 million which was included in the Report Period and from an 
increase in short- and long-term loans/bonds received (net of loans repaid) in the sum 
of approx. NIS 1,106 million compared with the same period last year (most of which 
derives from an increase, during the Report Period, in credit from banking 
corporations and other service providers from the Granite segment in an amount of 
approx. NIS 261 million , while the balance resulted mainly from increase in credit 
due to the purchase of the office buildings in Texas and the purchase of the Southern 
Hakirya land during the Report Period in respect of the loan taken for the purchase of 
the Haifa Mall in the same period last year). 



 26 

UFollowing is the composition of the Group’s financing sourceUs:  

 June 30, 2011  December 31, 2010 
 NIS in 

millions 
% of total 

balance sheet 
NIS in 

millions 
% of total balance 

sheet 
Short-term credit from 
banking corporations and 
other credit providers 

2,190 9.7% 1,772 8.3% 

Long-term credit from 
banking corporations and 
other credit providers 

3,833 17.1% 3,300 15.5% 

Bonds 1,761 7.8% 1,836 8.6% 
Total 7,784 34.6% 6,908 32.4% 

UBonds and commercial securities and the rating thereof 

The Company’s bonds are rated by Maalot, The Israeli Securities Rating Corporation 
Ltd. (“Maalot”) and Midroog Ltd. (“Midroog”). As of the date of the Report, the rating 
was as follows: the rating of Midroog: Aa2 with a stable horizon; the rating of Maalot: 
AA- with a positive rating forecast. To review Midroog’s annual monitoring report see 
the Company’s report of June 30, 2011, ref. no. 2011-01-198093. To review Maalot’s 
report and changing the forecast from stable to positive, see the Company’s report of 
December 8, 2010, ref. no. 2010-01-712131. 

On June 30, 2011, Midroog extended the rating of commercial securities (the 
"Commercial Securities") which the Company had issued, until June 30, 2012, at the 
rating of P-1. In order to ensure sufficient liquidity for the repayment of the 
Commercial Securities, the Company undertook to reserve an amount which shall not 
be lower than approx. NIS 135 million in a deposit, which may not be offset against a 
bank loan, in a bank whose short term rating is P-1 and/or in State of Israel bond 
which are free and clear of charges, until the date of repayment of the Commercial 
Securities. For details see the immediate report of June 30, 2011, ref. no. 2011-01-
198045. 

ULiabilities and Financing 

Financial liabilities of the Group (except for Granite) as of June 30, 2011, in millions 
of NIS: 

 Fixed Interest Variable Interest Total Total 
 Index 

linked 
USD 

linked 
Not 

linked 

Pound 
sterling 
linked 

Not 
linked 

Fixed 
interest 

Variable 
interest  

Short-term 
loans - - - 23 633 - 656 656 

Long-term 
loans 3,711 608 34 - - 4,353 - 4,353 

Total 3,711 608 34 23 633 4,353 656 5,009 

The Company’s policy is to finance its operations, beyond the positive and stable cash 
flow from current operations and from the IPO proceeds, by long-term loans, index-
linked with a fixed interest, in order to minimize market risks resulting from changes 
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in the interest rates in the economy and neutralize the market risk resulting from 
changes in the Consumer Price Index, while using the fact that most of the Company’s 
revenues are index-linked.  

Nonetheless, in light of the low interest rates for short-term loans with variable 
interest, the Company decided to finance its activity also by using short-term loans as 
specified above. 

As of June 30, 2011, short-term loans accounted for approx. 13% of the Group’s total 
financial liabilities (except for Granite). According to the Company’s estimation, this 
rate is low and conservative in light of the low leverage ratio and the sum of the non-
pledged assets as specified above.  

According to the Company’s policy, from time to time, it considers the opportunities 
for converting the short-term debt to a long-term debt with fixed interest. The 
Company’s management considers on an on-going basis the payment sources for 
financing the existing and expected liabilities as they become due, including with 
respect to the cash flow and the sum of the non-pledged assets. 

In the Report Period, the sources for financing the financial liabilities are mainly the 
following: 

• The Group has a positive cash flow from current activity for many years 
(excluding consideration or investment in financial assets that are listed for trade). 
This cash flow amounted to the sum of approx. NIS 386 million in the six months 
ended on June 30, 2011, compared with the sum of NIS 510 million in the same 
period last year. 

A decrease in the total sum of approx. NIS 124 million. The main decrease in the 
sum of NIS 112 million is attributed to Granite - see explanation regarding the 
cash flows above, whereas a decrease in the sum of NIS 12 million is attributed 
mainly to the increase in payments to income tax, compared with refunds in the 
same period last year in the sum of approx. NIS 110 million, net of an increase in 
the operating profit from the real estate business in the sum of approx. NIS 41 
million and of  an increase in the income from dividend (mainly from Bank 
Leumi) in the sum of approx. NIS 41 million. 

• A material part of the real estate property of the Group (not including Granite) is 
not pledged (approx. NIS 6.1 billion) and allows the Group, if necessary, to raise 
additional credit beyond the surpluses of the current cash flow, the balance of cash 
and securities.  

• After the IPO, the Company received the IPO proceeds, in the sum of approx. NIS 
2.5 billion, which are used, inter alia, to repay the financial liabilities. The 
balance of the cash and financial assets held for trade on June 30, 2011 is approx. 
NIS 1.6 billion.  

• The Company has financial assets that are available for sale and not pledged (such 
as: its entire holdings of Leumi Card shares whose value in the financial 
statements as of June 30, 2011, was approx. NIS 498 million, as well as Bank 
Leumi shares (that were purchased in April 2009), whose value in the financial 
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statements as of June 30, 2011 is approx. NIS 1,130 million). 

• The Group’s entire holdings of Granite shares which are not pledged and are 
presented in the expanded standalone statement (see Annex E)  as of June 30, 
2011, are approx. NIS 773 million. 

• In addition, the Group has income-producing pledged properties, the rate of the 
loan for which is considerably lower than their fair value. 

1.6 UQuality of Profit 

No changes occurred during the Report Period compared with the description which 
were included by the Company in the board report as of December 31, 2010. 

1.7 UGeneral and Administrative Expenses 

The Company's consolidated administrative expenses (without Granite) amounted to 
approx. NIS 36 million in the Report Period (NIS 17 million in the Quarter), compared 
with approx. NIS 32 million in the same period last year (NIS 13 million in the same 
quarter last year). An increase of approx. NIS 4 million resulting mainly from an 
increase in expenses due to a share-based payment, payroll and consultation net of a 
decrease in management fees for a controlling shareholder. 
 
The total consolidated amount of donations of the Company (without Granite) in the 
Report Period amounted to approx. NIS 3.6 million).  

1.8 UNet Financing Expenses 

The Group’s net financing expenses as of the Report Period, amounted to the sum of 
approx. NIS 293 million, compared with approx. NIS 176 million in the same period 
last year. The increase in the financing expenses results mainly from the increase in 
the rate of the rise of the known index during the Report Period at a rate of approx. 
2.16% compared with an increase of approx. 0.38% in the same period last year.  

In addition, a loss from a change in the value of financial assets held for trade net of 
interests and dividends received therefor in the sum of approx. NIS 19 million was 
included in the Report Period, compared with a profit of NIS 1 million in the same 
period last year. 

In addition, the increase in the scope of the Company’s activities during the period 
(mainly the purchase of income-producing property) led to an increase in the scope of 
the Company’s debt and as a result to an increase in the financing expenses.  

1.9 UTaxes on Income 

1BThe Group’s income tax expenses in the Report Period, amounted to the sum of 
approx. NIS 97 million, compared with tax expenses in the sum of approx. NIS 65 
million in the same period last year. The increase in the expenses resulted mainly from 
deferred taxes due to an adjustment of the value of investment property and 
investment property under construction net of a decrease in the tax expenses due to the 
increase in the financing expenses. 
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1.10 USummary of the Company’s Results (Consolidated) – NIS in millions 

 For a period of a 
three months ended 

For a period of six 
months ended 

For the year 
ended Dec. 31, 

2010 

 June 
30, 2011 

June 
30, 2010 

June 
30, 2011 

June 
30, 

2010 
Net profit for the period 
attributed to the 
Shareholders 

383 62 545 203 1,224 

Net profit attributed to the 
Shareholders and  rights 
which do not confer control 

388 62 569 216 1,255 

Basic profit per share (NIS) 3.16 0.63 4.5 2.15 11.33 
Total profit for 
Shareholders and rights 
which do not confer control 

281 (132) 433 (3) 1,317 

Main causes for the change in the Net Income (NIS millions) 

 In the six months ended on   
 June 30, 2011 June  30, 2010 Difference 
Consolidated Net Profit 569 216 353 
Profit (loss) from real estate value increase 
(decrease) net of tax  

(292) 18  

ULoss (profit) from negotiable securities net 
of tax 

U49 U(1)  

UDividends from assets available for sale U(43) U(2)  
UInterest and dividend from securities net 
of tax 

U(35) U(2)  

UTotal extraordinary effects (consolidated) U(321) U13 (334) 
The total  profit net of extraordinary 
effects 

248 229 19 

2BTotal profit 

3BThe Company’s capital and total profit are also affected by various capital funds, 
mainly capital funds due to adjustment to the fair value of investments treated as 
financial assets available for sale. 

The total profit for the three months ended June 30, 2011 amounted to the sum of 
approx. NIS 281 million, compared with a net profit (including rights which do not 
confer control) in the sum of approx. NIS 388 million in the same period. The 
aforesaid difference results mainly from a change in the fair value of the investment in 
Bank Leumi le-Israel in the sum of approx. NIS 103 million and a loss for translation 
differentials of external activity in the amount of approx. NIS 4 million).   

1.11 UContribution to the Company’s Results According to Business Segments 

The Company implemented in its financial statements the International Financial 
Reporting Standard 8 concerning Operating Segments (IFRS8). The Company’s 
division into segments is based on the managerial and internal reports of the Company. 
In addition, the contribution to the results takes into account the Company’s share in 
the results of the held company Granite, which constitutes a business segment. 



 30 

1.11.1 Commercial Centers and Malls Segment 

4BSummary of the segment’s business results: 
 For the period of 

three months ended 
For the period of six 

months ended 
For the year ended  

 June 30, 
2011 

June 30, 
2010 

June 30, 
2011 

June 30, 
2010 

Dec. 31, 2010 
 

 NIS in Millions 
Revenues 193 185 388 365 759 

% 
change 

4%  6%   

NOI 160 152 320 300 618 
 

% 
change 

5%  7%   

5BThe NOI figure is one of the important parameters in valuations of income-
producing property companies. For details concerning the manner of 
calculation of this figure, see Section 1.1.2 and 1.1.3 above. 

6BThe increase in the NOI results mainly from an improvement in the revenues of 
the existing commercial centers and malls and from the acquisition of Azrieli 
Haifa Mall in 2010.  

7BUFollowing is the development of the segment’s NOI (NIS in millions) 
 For the three  

months ended 
For the six months  

ended 
 June 30, 

2011 
June 30, 

2010 
June 30, 

2011 
June 30, 

2010 
For the assets owned by the 
Company as of the beginning of the 
periodP5F

6 
160 152 303 287 

For assets that were purchased or 
whose construction was completed 
during 2010 

- - 17 13 

For assets that were purchased or 
whose construction was completed in 
the Report Period 

- -   

Total 160 152 320 300 

8BIn the Report Period, the NOI increased compared with the same period last 
year, resulting mainly from an increase in revenues from existing properties 
and the purchase of Azrieli Haifa Mall at the end of January 2010. 

UIn the Company's estimation, the same property NOI in the malls and 
commercial centers segment was favorably affected primarily by: 

 A real increase in the rent at the time of renewal of contracts in the 
various properties (pursuant to option exercise by the tenants and/or 
execution of new agreements). 

 Most lease contracts are linked to the consumer price index (which rose 
in the period of the report by 2.16% (known index)). 

                                                 
6  Same-property NOI – NOI from similar properties that were held by the Group throughout all of the 

reported periods. 
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 Replacement of stores such as the removal of the cinemas and 
introduction of H&M in the Azrieli mall and the Azrieli Jerusalem 
mall. 

UIn the Company's estimation, the same property NOI in the malls and 
commercial centers segment was adversely affected primarily by: 

 Temporary vacation of leased properties in order to perform changes in 
the tenant mix (in Azrieli Hanegev mall). 

UThe balance of the assets of commercial centers and malls segment U -amounted 
as of June 30, 2011, to the sum of approx. NIS 9.1 billion,  compared with 
approx. NIS 8.5 billion as of December 31, 2010. The change resulting mainly 
from the increase in the value of the properties following the update of the 
valuations for the properties in Israel prepared as of June 30, 2011 as well from 
the acquisition of land in Ramla (in January 2011) and the acquisition of land 
in Southern Hakirya (in May 2011, part of which is attributed to offices and 
part to commerce). 

9BUProfit due to the adjustment of fair value of investment property and 
investment property under construction of the segment U -  
10BThe profit from the fair value adjustment of investment property and 
investment property under construction of the segment amounted in the Report 
Period to the sum of approx. NIS 273 million, compared with a loss of approx. 
NIS 7 million in the same period last year. The properties in Israel are 
presented according to the valuations prepared by an independent appraiser as 
of June 30, 2011. The increase in the valuation resulted mainly from the 
increase in the rental fees and revaluation of properties under construction. In 
the third quarter an additional increase in value is expected due to the 
cancelation of the developer profit for Kiryat Ata and Akko Malls which are 
expected to be opened to the public during this quarter. 

11BFor details regarding transactions with respect to real estate during the Report 
Period see note 5 of the financial statement. 

1.11.2 Office and Other Space for Lease Segment 

12BSummary of the segment’s business results (in NIS millions): 
 For the period of 

three months ended 
For the period of six 

months ended 
For the year ended Dec. 31, 

2010 
 June 30, 

2011 
June 30, 

2010 
June 30, 

2011 
June 30, 

2010 
 

 NIS in Millions 
Revenues 105 83 202 165 332 

% 
Change 

27%  22%   

NOI 79 67 154 134 264 
 

% 
Change 

18%  15%   

13BThe increase in revenues during the Report Period derives mainly from 
revenues from office and other space for lease which was added to the Group 
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pursuant to the purchase thereof and/or the finishing of construction and 
occupation thereof during 2010 and in the Report Period (especially the 
purchase of office buildings in Texas, Modi'in offices and residences, and 
Tower E in Herzliya), as well as from an improvement in revenues from 
existing office space for lease, and the lease of vacant space. 

14BUFollowing is the development of the segment's NOI (NIS in millions)U: 
 For the three months 

ended For the six months ended 
 June 30, 

2011 
June 30, 

2010 
June 30, 

2011 
June 30, 2010 

Due to assets owned by the 
Company as of the beginning 
of the Period. P6F

7 
71 67 140 134 

Due to assets which were 
purchased or whose 
construction was completed 
during 2010 

- - - - 

Due to assets which were 
purchased or whose 
construction was completed 
during the Report Period 

8 - 14 - 

Total 79 67 154 134 

15BThe NOI figure is one of the important parameters in valuations of income-
producing property companies. For details regarding the manner of calculation 
of the figure, see Section 1.1.2 and 1.1.3 above. 

UThe same property NOI in the office and others segment was favorably 
affected primarily by: 

 A real increase in the rent at the time of renewal of contracts in the 
various properties (pursuant to option exercise by the tenants and/or 
execution of new contracts). 

 Most lease contracts are linked to the consumer price index (which rose 
in the period of the report by 2.16% (known index)). 

 Continuing the occupation of Tower E in Herzliya Business Park. 
 Operational streamlining of the management companies. 

16BUThe balance of the Group's investment property in the office and other space 
for lease segment U – amounted on June 30, 2011 to the sum of approx. NIS 4.9 
billion, compared with approx. NIS 3.7 billion on December 31, 2010. 

17BMost of the decrease results from the purchase of office buildings in Texas and 
the purchase of the Southern Hakirya land (which was partially attributed also 
to the malls and commercial centers segment). 

                                                 
7  Same-property NOI – NOI from similar properties that were held by the Group throughout the 

reported periods. 
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18BUProfit from adjustment of fair value of investment property and investment 
property under construction, of the segment U -  

19BThe profit from the fair value adjustment of investment property and 
investment property under construction of the segment amounted, in the Report 
Period, to the sum of approx. NIS 83 million, compared with a loss of approx. 
NIS 12 million in the same period last year.  

20BMost of the increase results from the update of the valuations for the properties 
in Israel by an independent appraiser as of June 30, 2011. The increase in the 
valuation resulted from the increase in the rental fees. 

21BFor details regarding transactions with respect to real estate during the Report 
Period see note 5 of the financial statement. 

1.11.3 Granite Segment 

22BThe Company’s share (without rights which do not confer control) in the 
Granite segment results amounted, in the Report Period, to a profit of approx. 
NIS 15 million, compared with a profit of approx. NIS 9 million in the same 
period last year. 

23BUFollowing is a summary of data from Granite’s consolidated statement:  (NIS 
in millions) 

 
 For the three 

months ended Increase  For the six months 
ended Increase  For the year ended 

Dec. 31, 2010 
June 
30, 

2011 

June  
30, 

2010 

 June 30, 
2011 

June 30, 
2010 

  

 NIS in Millions % NIS in Millions %  
Revenues 1,530 1,312 17% 3,021 2,604 16% 5,252 
Operating 
Profit 

52 28 86% 134 90 49% 211 

Net Profit 
(Loss) 

3 (2) - 41 27 52% 56 

24BUSummary of Granite's business results: U  

25BThe main increase in Granite's revenues during the Report Period and the 
Quarter, compared with the same periods last year resulted from: (1) an 
increase in sales in Sonol mainly  due to the rise in oil prices (2) "Sogood" 
chain of convenience stores - recorded an increase in sales (3) an increase in 
the quantities of diesel oil and LPG and price increase in the direct marketing 
segment (4) an increase in the amounts of paint and related products which 
were sold and from the new activity in the field of gypsum which began in Q2 
of last year (5) an increase in GES resulting from the consolidation, for the first 
time, of Via Maris since Q2 of last year. 

26BUGross profit 

27BGranite’s gross profit amounted in the Report Period to a sum of approx. NIS 
568 million, compared with approx. NIS 512 million in the same period last 
year. An increase at a rate of approx. 10.8% during the Report Period which 
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was influenced mainly by: In Sonol the gross profit increased by approx. NIS 
25 million compared with the same period last year. In the fueling and 
commerce complexes segment the gross profit increased mainly due to 
inventory profits and due to the increase in the profit from the convenience 
stores in the Sogood chain. The increase was offset by a decrease in amounts. 
In the direct marketing field, there was an increase in profit mainly due to an 
increase in the amounts of diesel oil sold and due to inventory profits.  

28BThe inventory profits in Sonol totaled at approx. NIS 14.8 million compared 
with inventory losses of approx. NIS 0.4 million last year.  The gross 
profitability was affected also from the decline in the exchange rate of the 
dollar, which is the purchase currency of oil distillates compared with the rise 
thereof in the same period last year (the Company protects against  such 
fluctuations through future currency transactions that are performed as 
economic protection. The results of the transactions are included in the 
financing item).   

29BIn Supergas the gross profit increased by approx. NIS 12 million in the Report 
Period, compared with last year, mainly due to an increase in the amounts of 
LPG sold and a decrease in the amortization of past investments. The increase 
was partially offset by a decrease in the margins. 

30BIn Tambour the gross profit increased by approx. NIS 14 million mainly due to 
the increase in amounts of paint and related products sold and due to the 
operations in the gypsum segment.  

31BIn GES there was an increase in the gross profit of approx. NIS 6 million, 
mainly due to the operations of Via Maris which was consolidated for the first 
time in Q2 of last year. 

32BUSales, general and administrative expenses 

33BIn the Report Period selling, general and administrative expenses in the Granite 
segment amounted to approx. NIS 440 million compared with approx. NIS 445 
million in same period last year.  

34BUGasoline marketing margins 

35BAs announced by Granite HaCarmel on August 1, 2011, Sonol received a draft 
report regarding the marketing margin for gasoline in the gas stations which 
was sent by the Fuel Administration in the Ministry of National Infrastructures. 
According to the draft, the Fuel Administration recommends, inter alia, to 
reduce the marketing margin for 95 Octane gasoline, to change various 
parameters in the calculation of the price structure, to fix a future supervision 
mechanism for limiting price differences between private consumers and fuel 
fleets, and to examine the imposition of supervision on the price of diesel oil. 
Granite stated in its notice that Sonol has legal, procedural and economic 
claims in connection with the procedure performed and the conclusions which 
led to the decisions of the Fuel Administration, which it laid out in the response 
submitted on August 14, 2011 to the hearing held by the Fuel Administration. 
According to the Ministry of National Infrastructures’ press release, a final 
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decision will be reached towards the end of August 2011. Granite stated in its 
notice that insofar as the marketing margin will be reduced as aforesaid, it is 
expected to negatively affect the business results of Sonol. 

36BAs of the date of the report, the Company examines the expected effects on the 
business and results thereof, while examining possible moves for reducing the 
effect if the recommendations of the Fuel Administration are approved, in 
whole or in part. 

UNote with regard to forward-looking information 

37BThe Company's intentions mentioned in the introduction of the board of directors’ 
report, the main emphases to the Report and in Sections 1.1 through 1.5 of the board 
of director's report, inter alia, in connection with taking advantage of business 
opportunities and expansion of the activity, liquidity, sources of financing, progress of 
the projects under construction and pertaining to the possibility of conversion of the 
short-term debt into long-term debt; are forward looking information, as defined in the 
Securities Law, which is based on the Company’s plans as of the date of the Report, 
the Company's estimates in respect of market developments, levels of inflation and the 
anticipated cash flows, and on the conditions of and possibilities for raising credit on 
the date of the Report. Such estimates may not be realized, in whole or in part, or may 
be realized in a materially different manner than such which the Company estimated. 
The main factors which may affect the same are: changes in the capital market which 
will affect the conditions of and possibilities for  raising credit, changes in the 
Company's plans, including use of liquid balances which will exist, for purposes of 
taking advantage of business opportunities, changes in the merit of holding various 
investment channels or in the merit of using various financing channels, and the 
Company or any of the Group's members encountering financing or other difficulties, 
in the manner which has an effect on the Company's cash flow. 
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2. UQualitative Report on the Exposure to and Management of 
Market Risks 

2.1 UGeneral 

During the quarter ended on June 30, 2011, no material changes occurred in the risk 
factors, the Company’s policy in market risks management, the supervision means and 
policy implementation, compared with the description in the board report on the 
Corporation’s state of affairs for the year ended on December 31, 2010 and the notes 
to the financial statements for such year.    

2.2 UPositions in derivatives 

38BFor details see Annex B of the board of directors' report. 

2.3 UAnalysis of sensitivity tests and fair value effects of protection transactions, 
exchange rates, interest and financial instruments 

39BDuring the quarter ended on June 30, 2011 no material changes occurred in the 
analysis of the sensitivity tests and influences on the fair value compared with the 
description in the board report on the corporation’s state of affairs for the year ended 
on December 31, 2010 except for the sensitivity analysis for the changes in the fair 
value of the negotiable securities in which the Company invested the issuance 
proceeds as of the balance sheet date, changes in the discounting rate of the investment 
properties, changes in the rates of index linked and nominal securities, as well as 
changes in the exchange rates of the Canadian Dollar as specified in Annex C of the 
board report.   

2.4 ULinkage bases table   

40BSee attached herein as Annex D of the board report.  
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3. UCorporate Governance Aspects 

3.1 UProcess of approval of the financial statements in the corporation  

The committee  

41BThe Company’s board of directors has appointed the finance committee to act also as 
the financial statement review committee. The audit committee does not act as a 
financial statement review committee. 

42BThe members of the committee 

43BThe members of the committee for the examination of the financial statements are: 

44BProf. Niv Ahituv (chairman of the committee and outside director), with accounting 
and financial expertise, inter alia based on his education and experience: holds an 
MBA from the Tel Aviv University and acts as a member of the investment committee 
of Migdal Insurance and Financial Holdings Ltd. and as an outside director in several 
public companies and also served in the past as chairman of the board of directors and 
chairman of the rating committee of Maalot, a company for rating. 

45BMr. Joseph Ciechanover1T, director (whose classification as an independent director, as 
the term is defined in the Companies Law, was confirmed by the Audit Committee and 
the Board of Directors on May 25, 2011), 1Twith accounting and financial expertise, 
inter alia, based on his education and experience: holds a BA in business 
administration from the Hebrew University in Jerusalem. Mr. 1TCiechanover declared 
that neither he nor his relative, partner, employer, anyone to whom he directly or 
indirectly reports, or a corporation of which he is the controlling shareholder, on the 
date of the appointment or in the two years prior to the date of the appointment, has a 
link with the Company, the controlling shareholder of the Company on such date, or 
another corporation;  

46BMr. Yossi Kucik, 1Tdirector, with professional qualifications and the ability to read and 
understand financial statements who acts, 1Tinter alia1T, as vice chairman of Direct 
Insurance Financial Investments Ltd. and as a director in Meitav Investments Ltd. Mr. 
Kucik declared that neither he nor his relative, partner, employer, anyone to whom he 
directly or indirectly reports, or a corporation of which he is the controlling 
shareholder, on the date of the appointment or in the two years prior to the date of the 
appointment, has a link with the Company, the controlling shareholder of the 
Company on such date or another corporation. 

1T47BImmediately before their appointment the three committee members issued a 
declaration to the Company pertaining to their education and experience, as specified 
in Article 26 of Chapter D of this Report and pursuant to 1TSection 3 of the Companies 
Regulations (Instructions and Conditions regarding the Proceeding of Approval of the 
Financial Statements), 5770-20101T, according to which the Company deems them as 
having 1Taccounting and financial expertise1T or the ability to read and understand 
financial statements, as the case may be. 
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1TProceeding of approval of the financial statements 

48BAdvanced drafts of the financial statements, the notes thereof, the board of directors' 
report and the annexes thereto, and any and all reports and presentations 
accompanying the same are sent to the committee members, several days before the 
date scheduled for the committee meeting. To the committee meeting are invited the 
CEO of the Company, the CFO, the Company's comptroller,  the Company’s auditor, 
the Company's legal counsel, and the internal auditor is informed of the meeting. 
During the meeting the reports are reviewed by the invited parties and the committee 
members' questions are answered insofar as necessary.  

The Committee convened on August 21, 2011 to review the financial statements as of 
June 30, 2011 and to form its recommendations to the Board of Directors regarding 
approval of the statements. An advanced draft of the quarterly Report, with all parts 
thereof including the Company’s financial statements, as well as the Company’s 
presentation on the main financial results and material issues for discussion.  

During the meeting the Committee discussed, inter alia, the financial results prior to 
their presentation to the board of directors, including estimates and assessments made 
in connection with the financial statements, internal controls related to financial 
reporting, the completeness and fairness of the disclosure in the financial statements, 
the manner of presentation of figures and the comparison thereof to parallel figures in 
the previous reporting year. The Committee further discussed the accounting policy 
adopted in the financial statements and whether any changes occurred thereto, the 
accounting treatment applied to material issues of the corporation and valuations, 
including the assumptions and estimates underlying the same, on which figures in the 
financial statements are based. 

49BAll of the committee members specified above participated in the meeting of the 
finance committee dated August 21, 2011. Also present at the meeting, at the 
committee chairman’s request, were Mr. Shlomo Sherf, the Company’s CEO, Mr. 
Yuval Bronstein, the CFO, Ms. Danna Azrieli, active deputy to the chairman of the 
board, the internal auditor, Mr. Gali Gana, the general counsel, Ms. Michal Kamir, the 
Company's auditor, as well as relevant position holders in the Company.   

In the course of the discussion, the Committee members raised issues that require 
clarifications and received answers and clarifications from the CFO and from officers 
of the Company who attended the meeting, as well as from the auditors, who also 
attended the meeting. 

50BAt the committee meeting on August 21, 2011, after a deliberation, as specified above, 
was held at the committee, the committee chairman put to the vote the committee's 
recommendation to the board and asked whether any of the committee members still 
had questions or issues regarding which no answer was provided. At that meeting, the 
committee decided to recommend to the board of directors to approve the Company's 
financial statements as of June 30, 2011. The recommendations of the finance 
committee, sitting as the financial statement review committee, were delivered to the 
members of the board of directors on May 23, 2011 a short time after the meeting was 
adjourned, in accordance with the period of time determined as “reasonable” by the 
board of directors (approx. 2 business days) in preparation for the board meeting that 
was held on August 23, 2011. 
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51BOn August 23, 2011, the Company's board of directors, which is the organ responsible 
for oversight at the Company, approved the financial statements of the Company as of 
June 30, 2011. In the same meeting, the Company’s board of directors approved the 
appointment of Mr. Efraim HaLevy, outside independent director, as an additional 
member of the Company’s finance committee.  

52BThe board meeting of August 23, 2011, was also attended by the persons invited to the 
meeting of the finance committee as specified above. The members of the board of 
directors who were present at the aforesaid meeting were: Mr. David Azrieli, chairman 
of the board of directors (through video conference), Ms. Danna Azrieli, active deputy 
to the chairman of the board, Mr. Menachem Einan, active deputy to the chairman of 
the board, Ms. Sharon Azrieli, director (through video conference), Ms. Naomi 
Azrieli, director (through video conference), Mr. Joseph Ciechanover, independent 
director, Mr. Yossi Kucik, director, Prof. Niv Ahituv (outside director) and Mr. Efraim 
Halevy (outside director). The representatives of the Company's auditor commented 
and responded, insofar as required, to questions which were addressed to them by the 
members of the board pertaining to material issues which derived from the figures 
presented in the financial statements contemplated in the deliberation. In the context of 
presentation of the statements to the board of directors, the material developments in 
the period and the financial results were reviewed, in comparison to previous periods, 
during which questions were answered. At the end of the deliberation by the board of 
directors, a vote was held in which the financial statements were approved. 

3.2 USenior officers’ changes of office 

3.2.1 On January 16, 2011, after receipt of the approval of the audit committee, the 
Board of Directors approved the promotion of Mr. Menachem Einan and his 
appointment as an active deputy chairman of the board of directors instead of 
his position as a CEO, with no change in the terms of the applicable 
management agreement.  The aforesaid appointment took effect on April 1, 
2011. For details and by way of inclusion, see immediate report dated January 
16, 2011, ref. no. 2011-01-018351. 

3.2.2 On January 16, 2011, after receipt of the approval of the audit committee, the 
Board of Directors approved the appointment of Mr. Shlomo Sherf as CEO and 
the terms of employment thereof. The aforesaid appointment took effect on 
April 1, 2011. For details,  see Note 5 of the financial statement as of June 30, 
2011, constituting Part C of this Report.  

3.2.3 On May 25, 2011, the Company’s Audit Committee and Board of Directors 
confirmed, in accordance with the provisions of Section 1A(2) of the 
Companies Regulations (Relief in Transactions with Interested Parties), 5760-
2000 (the “Relief Regulations”), the classification of Mr. Joseph Ciechanover 
as an independent director, as well as an update to his compensation, from the 
date of the said resolution and so long as he acts as an independent director of 
the Company. Mr. Joseph Ciechanover is a director with accounting and 
financial expertise, as defined in the Companies Law, 5759-1999 (the 
“Companies Law”). 

In accordance with the provisions of Sections 244 and 249C of the Companies 
Law and according to the Companies Regulations (Rules on the Remuneration 
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and Expenses of an Outside Director), 5760-2000 (the “Remuneration 
Regulations”), the remuneration of Mr. Ciechanover as an independent 
director will be identical to the remuneration paid to an expert outside director 
holding office in the Company, in accordance with the approval of the general 
meeting of the Company’s shareholders of August 24, 2010. I.e., the annual 
remuneration and the participation remuneration will be paid according to the 
maximum amount set forth in the Remuneration Regulations in reference to an 
expert outside director, according to the Company’s capital rank, as being from 
time to time. As of the date of this Report the Company’s capital rank is E. The 
said amounts of the remuneration will be linked to the consumer price index 
according to the provisions of the Remuneration Regulations. In addition, 
according to the approval of the general meeting of the Company’s 
shareholders of May 10, 2010, Mr. Ciechanover is entitled to reimbursement of 
expenses identical to the reimbursement of expenses of all the directors 
holding office in the Company (including outside directors), and in accordance 
with the Remuneration Regulations. For details, see the immediate report 
released by the Company on May 26, 2011, ref. no.: 11-01-162051, included 
herein by way of reference. 

3.3 UAnnual and Special General Meeting 

1. On August 15, 2011, the Company's general meeting approved, in the framework 
of an annual and special meeting: the reappointment of the directors holding 
office at the Company who are not outside directors.  

2. The reappointment of the Company's auditor. 

3. Amendment of the Company's articles with the aim of adjusting the same to the 
provisions of Amendment 16 to the Companies Law, 5759-1999 and the 
Improvement of Enforcement Proceedings in the ISA Law (Legislative 
Amendments), 5771-2011, which recently took effect.  

4. Amendment of the letters of indemnification for officers – considering the 
amendment to the Company's articles as aforesaid, and after receiving the 
approval of the Company's board of directors and audit committee dated June 28, 
2011, the general meeting approved an amendment to the language of the letters 
of exemption and indemnification which the Company granted and grants to the 
officers and directors of the Company, including to the officers and directors of 
the Company who are deemed as controlling shareholders and/or in the granting 
of which the controlling shareholders of the Company have a personal interest, as 
shall hold office from time to time, in order to adapt the same to the provisions of 
Section 56H of the Securities Law, such that they shall include an indemnification 
undertaking with respect to payments to parties injured by a violation and 
expenses in connection with administrative enforcement proceedings, including 
reasonable litigation expenses. 

For further details regarding the general meeting, the language of the amended 
articles and the language of the amended letters of indemnification, see the 
Company's immediate report of August 7, 2011 (ref. no.: 2011-01-233409), as 
well as the Company’s immediate report of August 15, 2011 regarding the results 
of the meeting (ref. no.: 2011-01-241173).  
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4. UProvisions on Disclosure in connection with the Company's 
Financial Report 

4.1 UDescription of the Company’s operations during the Report Period and update of 
the Description of the Corporation’s business for the Report Period pursuant to 
Regulation 39A of the Securities Regulations (Periodic and Immediate Reports), 
5730-1970 

For events and developments during the Report Period and updates for the Description 
of the Corporation’s Business chapter as of December 31, 2010, see part B of the 
Report and Note 5 of the financial statements as of June 30, 2011.  

4.2 ULegal Claims 

For details see Note 4 of the consolidated financial statements as June 30, 2011. 

4.3 UCritical accounting estimates 

53BNo changes occurred in the quarter ended on June 30, 2011 compared with the description in the board 
report for the year ended on December 31, 2010. 

4.4 UDisclosure pertaining to fair value of investment properties 

54BThe guideline of the Securities Authority determines that a material valuation is a 
valuation which fulfills one of the tests: (1) The subject matter of the valuation 
constitutes at least 5% of the company's total assets as the same are presented in the 
report on the consolidated financial condition as of the last day of the report (the 
"Balance Sheet Test") (2) The effect of the change in value as the result of the 
valuation on the net or total profit, as the case may be, constitutes at least 5% of the 
total amount of the net or total profit, respectively, of the company for the period of 
the report. In addition, the guideline determines that a very material valuation, which 
should be attached to the financial statements of a reporting corporation, is a valuation 
which fulfills double materiality (10% instead of 5%).  

55BThe Securities Authority further determined that where the valuation fulfills the 
quantitative tests but qualitative considerations led to a different decision of the 
corporation and it was decided not to attach the same, the corporation will examine the 
effect of the valuation on the net or total profit of the current year, as the case may be, 
in respect of the equity which is attributed to the owners of the corporation (effect on 
equity without rights which do not confer control) or on any other accepted criterion in 
the industry (the "Additional Test"). Insofar as after the application of the Additional 
Test the corporation adopts a resolution whereby a valuation is not very material, it 
shall disclose its resolution, while specifying the results of the quantitative tests, 
including the Additional Test and the reasons and considerations which constituted the 
basis for this resolution. 

56BAs of the Report date, the Company's board of directors determined that there is an 
obligation to attach a valuation of an asset whose value is at least 10% of the 
Company's total consolidated assets, or that the change in its fair value constitutes, in 
the absolute value thereof, at least 10% of the consolidated profit/loss of the Company 
(of the Company's profit or loss before financing, tax and excluding profit or loss from 
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revaluation of investment properties in the current reported period), provided that the 
change in the fair value constitutes, in its absolute value, at least 4% of the Company's 
capital, as the same is presented in the Company's consolidated balance sheet. 

57BAs of the date of the Report and after the above determination was examined, it 
appears that the very material valuation is only in respect of the Azrieli Towers in Tel 
Aviv (which is included in the valuation of the entire Azrieli Center, along with its 
components – namely- including the Azrieli Mall). This valuation, as of June 30, 
2011, is attached hereto as Annex F. 

58BAs of June 30, 2011, the value of the Company's assets whose fair value was 
determined through a very material valuation (made as of December 31, 2010) was in 
the amount of approx. NIS 4.1 billion (which is attributed both to Azrieli Center’s 
towers and mall,), out of a fair value of investment properties in the amount of approx. 
NIS 14 billion (approx. 29% of the Company's total investment properties). 

4.5 UEvents after the date of the financial statements 

See Note 7 to the financial statements.  

4.6 UFinancial figures attributed to the Company as a parent company 

59BPursuant to Regulation 9C of the Periodic Reports Regulations, financial figures from 
the consolidated financial statements attributed to the Company as a parent company 
are hereby attached as Annex A of the board of directors' report, together with an 
auditor's opinion.  

4.7 UIssues to which the Company's auditors drew attention in their opinion on the 
financial statements 

60BWithout qualifying their opinion, the auditors drew attention to: 

• 61BThe provisions of Note 4 pertaining to legal actions in material amounts, 
cumulatively, against consolidated companies, regarding which a motion was 
filed to recognize the same as class actions and pertaining to various arguments 
and claims in material financial scopes, cumulatively, against a consolidated 
Company regarding which it was argued that the agreements thereof with its 
clients constitute a restrictive arrangement. 

62BThe Company's board of directors and management express their great appreciation for 
the Company's officers, the managements of the Group's various companies and their 
employees, on their blessed contribution to the Group's achievements in the quarter 
ended on June 30, 2011. 

 

63B__________________________ 64B__________________________ 
65BDavid Azrieli 

66BChairman of the Board of Directors 
67BShlomo Sherf, CEO  

68BDate: August 23, 2011 
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[On letterhead of Deloitte & Touche] 

 

To 

The Shareholders of 

Azrieli Group Ltd. 

1 Azrieli Center, 

Tel Aviv 

 

Dear Sir / Madam, 

Re: Special Report for review of the Separate Interim Financial Information pursuant to 

Regulation 38D of the Securities Regulations (Periodic and Immediate Reports), 1970 
 

 

Introduction 

 

We have reviewed the separate interim financial information presented pursuant to Regulation 38D of the 

Securities Regulations (Periodic and Immediate Reports) 5730-1970 of Azrieli Group Ltd. (henceforth: the 

"Company”) as of June 30, 2011 and for the six-month and three-month periods ended on the same date. The 

separate interim financial information is the responsibility of the Company's Board of Directors and 

Management. Our responsibility is to express a conclusion on the separate interim financial information for 

these interim periods based on our review. 

 

We did not review the separate interim financial information from the financial statements of investee 

companies, in which the total sum of investments amounted to approximately NIS 459 million as of June 30, 

2011 and the profit from these investee companies amounted to the sum of approximately NIS 21 million 

and approximately NIS 1 million for the six-month and three-month periods ended on the same date, 

respectively. The financial statements of these companies were reviewed by other auditors whose reports 

were provided to us, and our conclusion, insofar as it relates to the financial statements of these companies, 

is based on the review reports of the other auditors. 

 

Scope of the Review 

 

We conducted our review in accordance with Review Standard 1 of the Institute of Certified Public 

Accountants in Israel “Review of Financial Information for Interim Periods Performed by the Entity’s 

Auditor”. A review of separate financial information for interim periods consists of making inquiries, mainly 

with the persons responsible for the financial and accounting matters, and applying analytical and other 

review procedures. A review is significantly narrower in scope than an audit which is performed in 

accordance with accepted auditing standards in Israel, and therefore does not enable us to obtain assurance 

that we will become aware of all significant matters that might be identified in an audit. Accordingly, we do 

not express an audit opinion. 

 

Conclusion 

 

Based on our review and the review reports of other auditors, nothing has come to our attention which leads 

us to believe that the separate interim financial information is not prepared, from all material aspects, in 

accordance with the provisions of Regulation 38D of the Securities Regulations (Periodic and Immediate 

Reports), 5730-1970. 

 

The accompanying separate financial statements have been translated into English solely for the convenience 

of the readers.  

Brightman, Almagor, Zohar & Co. 

Certified Public Accountants 

 

Tel Aviv, August 23, 2011 
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Azrieli Group Ltd. 

Data on the Financial Condition 

 As of June 30 As of Dec. 31 

 2011 2010 2010 

 NIS in 

thousands 

NIS in 

thousands 

NIS in thousands 

 (Unaudited)  

Assets    

Current assets    

Cash and cash equivalents  026,37  9623862,1   826978  

Financial assets held for trade  963876870  1986292   3632,6880  

Trade receivables  ,6209  ,6172   ,6877  

Other receivables  9976838  376089   996807  

Total current assets  96,096232  3630362,,   3622,6723  

    

Non-current assets    

Available-for-sale financial assets  96,2,6072   96,,,62,2   960816112  

Financial assets designated at fair value through the 

income statement   376711   336,17   906,78  

Investment property and investment property under 

construction  ,671961,1   ,68886730   862226391  

Investments in investee companies  ,63286118   262886871   2680,6882  

Loans to investee companies  96,876997   963336,81   963716987  

Fixed assets  ,6089   26930   ,6930  

Other receivables  9268,0   169,7   8608,  

Total non-current assets  926,82691,   9761086228   936321681,  

    

Total assets  9,613,6890  9263,06,89   9,68086,38  

    

Liabilities and capital    

Current Liabilities    

Credit from banking corporations and other credit 

providers   8986,17   ,,268,1   8,06802  

Trade payables  9,6282   ,6383   ,6891  

Other payables  ,76008   026707   286,12  

Liabilities for current taxes ,9,  ,1   9867,1  

Total current liabilities  81967,3   0326307   ,70618,  

    

Non-current liabilities     

Loans from banking corporations  96281618,   96,,96889   96,9,6822  

Bonds  ,,860,7   ,,,6,00   ,006288  

Other liabilities  986,08   9860,0   986,79  

Deferred tax liabilities  0986130   81,6728   0,,6,,,  

Employee benefits  906898   86911   996187  

Total non-current liabilities  360,261,,   3603,6781   368,,6022  

    

Capital     

Share capital   986332   986332   986332  

Premium 36,006,,, 36,08677, (*)2,477,664 

Capital funds ,306,2, 3826,,0 (*)8,,621, 

Surplus  862,861,8   067986,8,   867,76,,7  

Total capital attributed to holders of the parent 

company  9963,16,81   160186283   99697761,9  

    

Total liabilities and capital  9,613,6890   9263,06,89   9,68086,38  

(*) Reclassified    

August 23, 2011    

Date of approval of separate 

financial information 

David Azrieli 

Chairman of the 

Board  

Shlomo Sherf 

Chief Executive 

Officer 

Yuval Bronstein 

Chief Financial 

Officer 
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Azrieli Group Ltd. 

Data on Comprehensive Profit 

 
 For the Six-Month For the Three-Month  For the Year 

 Period Ended Period Ended Ended on 

 on June 30 on June 30 December 31 

 2011 2010 2011 2010 2010 

 

NIS in 

thousands 

NIS in 

thousands 

NIS in 

thousands 

NIS in 

thousands 

NIS in 

thousands 

 (Unaudited) (Unaudited)  

      

Income      

From rental, management and maintenance fees  3716,,1   9186181   97,6988   9776203   ,726137  

Net gain (loss) from the adjustment of the fair value 

of investment property and investment property under 

construction  9,26081  (86,80)   9,26800  (,6188)   ,316708  

Financing income  81670,   286973   2760,,   29690,  9,,6038  

Other   ,26908   36777   91690,   36777   386107  

Total income 458,,87 224,374  3106,83  93868,7 967726,1, 

      

Costs and expenses      

      

Cost of income from rental, management and 

maintenance fees  ,6220   2688,)*(   36910)*(  36211  86,12  

Sales and marketing  889   3,9   -   0,   18,  

G&A   226,18   3,6707)*(   9867,2)*(   9763,9   806,,3  

Financing expenses  9306799   876378   086878   ,86,,8   9876928  

Total costs and expenses 9,8681,  9786,77   1267,8   896901   3,063,1  
      
      

Profit before the Company’s share in the profits of 

investee companies  317678,   998610,   37,6,2,   ,06289   08,6,,0  

      

Share in the profits of investee companies, net of tax 

 31,60,,   9926,08   3706,08   3868,8  
 ,996318  

      

Profit before taxes on the income  88,6883   3316,83   ,936293   03613,   962,060,3  

      

expenses of taxes on the income  (2168,,)  (3,6,70)  (316282)  (976,,8)   (9,268,3)  

      

Net profit for the period  8,86278   37267,8   2836181   ,36308   9633,6987  

      

Other comprehensive profit (loss), net of tax      

Change in fair value of available-for-sale financial 

assets, net of tax (93969,3)  (37,6308)  
(973609,)  (91,6812)  

 826709  

Actuarial gain in respect of a defined benefit plan, net 

of tax  -   -   -   -   928  

Translation differences due to foreign operations 

(4,263)  8,,  
3,779 968,8 

(96921)  

Share in the other comprehensive profit (loss) of 

investee companies, net of tax (9,155) (1688,)  (7,855)  -  (926908)  

Other comprehensive profit (loss) for the period, net 

of tax (92,68,7)  (3926388)  (97,6013)  (91,60,8)   ,86881  
      
      

Total comprehensive profit (loss) for the period 

attributed to the holders of the Company  ,9760,8  (9763,7)   30,69,0  (9236,07)   9631267,1  

 

(*) Reclassified 
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Azrieli Group Ltd. 

Data on the Cash Flows 

 
 For the Six-Month  For the Three-Month  For the Year 

 Period Ended  Period Ended  Ended on 

 on June 30 on June 30 December 31 

 2011 2010 2011 2010 2010 

 

NIS in 

thousands 

NIS in 

thousands 

NIS in 

thousands 

NIS in 

thousands NIS in thousands 

 (Unaudited) (Unaudited)  

Cash flows - operating activities      

Net profit for the period  8,86278   37267,8   2836181   ,36308   9633,6987  

Depreciation and amortization  ,13   90,   82,   972   ,,8  

Capital gain from the disposal of fixed assets (23)   -   -   -   -  

Net loss (gain) from the adjustment of the fair 

value of investment property  (9,26081)   86,80  (9,26800)   ,6188  (,316708)  

Financing and other expenses (income), net (,368,,)   216,3,  (906930)   296,1,   ,96,08  

Dividend received from financial assets available 

for sale  ,269,8   -   916908   -   386107  

Interest and dividends received from financial 

assets held for trade  ,86818   36207   3768,8   36739   3,60,2  

Share in investee companies’ profits, net of tax (31,60,,)  (9926,08)  (3706,08)  (3868,8)  (,996318)  

Taxes recognized in the income statement  2168,,   3,6,70   316282   976,,8   9,268,3  

Income taxes received (paid) , net (,,6828)   ,06799  (,76,83)   836939   2,6099  

Change in financial assets held for trade  18,6787  (198692,)   ,,06229  (19869,7)  (3632,6,08)  

Change in trade  receivables (9,6,28)   067,7  (976083)   800   067,2  

Change in trade and other payables (26938)   ,8,  (86898)   9693,  (986033)  

Crediting benefit for share based payment  26010   -   96803   -   ,6287  

change in financial assets designated at fair value 

through the income statement  002   ,72   30   88,   86,8,  

Change in provisions and employee benefits  96833   969,,   96,72   969,,   960,7  

Net cash – operating activities  96719673,  (,186,29)   ,106837  (00,6931)  (9600,678,)  
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Azrieli Group Ltd. 

Data on the Cash Flows (continued) 
 

 For the Six-Month  

Period Ended  

on June 30 

2011 2010 

NIS in 

thousands 

NIS in 

thousands 

(Unaudited) 
 

For the Three-Month  

Period Ended  

on June 30 

2011 2010 

NIS in 

thousands NIS in thousands 

(Unaudited) 
 

For the Year 

Ended on 

December 31 

2010 

NIS in 

thousands 
 

Cash flows - investment activities      

Proceeds from the disposal of fixed assets  38,   -   -   -   -  

Investment in investment property and 

investment property under construction (8086239)  (2326,38)  (80969,8)  (8688,)  (2,86871)  

Purchase of  fixed assets 
(96989)  (8,8)  (807)  (,72)  (36982)  

Investment in company consolidated for 

the first time (,,6330)   -   (159)  -   -  

Provision of long term loans (16723)   -   -   -   -  

Repayment of long term loans  2683,   -   2683,   -   -  

Investment in investee companies (099)  (96882)  (2,3)  (96882)  (96882)  

Return of Investment (investment) in 

financial assets designated at fair value 

through the income statement (26,,,)  98, (8,9)  208  21,  

Proceeds from disposal of financial assets 

designated at fair value through the 

income statement  -   399   -   -   -  

Collection (provision) of long-term loans 

to investee companies  (200,534)  92,68,2  (186211)   9976178   378682,  

Institutions due to purchase of property (826837)   -  (826837)   -   -  

Net cash – investment activities (1206397)  (9196928)  (0896982)   97361,9  (9,76888)  

      

Cash flows – financing 

activity  

  

   

Proceeds from IPO  (net of IPO expenses 

in an amount of approx. NIS 44 million)  -  

 

36,8,6721  -   36,8,6721   36,876,10  

Distribution of dividends to the 

shareholders (3,76777)   -  (3,76777)   -   -  

Repayment of bonds (,360,,)  (,9678,)   -   -  (,9678,)  

Receipt  of long-term loans from banking 

corporations  -   3386777   -   -   3386777  

Repayment of long-term loans from 

banking corporations (836823)  (20,6,,8)  (32688,)  (2986709)  (83,6788)  

Short-term credit from banking 

corporations, net   3,263,,  (,26379)   3016,88  (9,26,29)  (,06879)  

Deposits from customers, net (398)   96088   9,1   ,,1   967,0  

Interest paid (,9697,)  (,968,1)  (386287)  (2968,9)  (9396,7,)  

Net cash – financing activity 

(9,26282)  

 

3698863,8 (936711)   961196,,8   961036,87  
      

Increase (decrease) in cash 

and cash equivalents (16821)   962796,01  (,86023)   962986300  55,811 

Cash and cash equivalents at 

commencement of the period  826978   296030   9,7631,   986988  31,727 

Effect of the changes in 

exchange rates on cash 

balances held in foreign 

currency  8,  (86780)  (1,3)  (8699,)  (,6,22)  

Cash and cash equivalents at 

the end of the period  026,37   9623862,1   026,37   9623862,1   826978  
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Azrieli Group Ltd. 

Additional figures for the Separate Interim Financial Information 

A. General: 

The Company’s separate financial information is prepared in accordance with the provisions of 

Regulation 38D of the Securities Regulations (Periodic and Immediate Reports), 1970. 

This separate financial information must be reviewed in the context of the separate financial 

information of the Company as of December 31, 2010 and the year ended on such date, and the 

additional figures accompanying thereto. 

B. Definitions: 

Company - Azrieli Group Ltd. 

Investee Company - As defined in Note 1 to the Company’s consolidated 

financial statements as of December 31, 2010. 

C. Accounting Policy: 

 The separate financial information was prepared in accordance with the accounting 

policy specified in Note B to the Company’s annual separate financial statements, apart 

from the accounting policy specified in Note 2 to the summary consolidated financial 

statements as of June 30, 2011 which are published with this separate financial 

information. 

D. Events during the report period: 

(1) In the report period, the Company’s board of directors decided to provide the subsidiary 

Otzem Initiation and Investments (1991) Ltd. a capital notes in the amount of NIS 104 

million with no interest and linkage for a period of 5 years.  

(2) On March 29, 2011, the board of directors of the Company decided on the distribution of a 

dividend in the amount of NIS 240 million (reflecting NIS 1.98 per share), which was paid 

on April 27, 2011. 
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Annex B 

 

Consolidated companies perform, financial protection on the rise of the index due to the difference 

between the liabilities and index-linked NIS assets. 

 

Below is a specification of the transactions as of June 30, 2011: 
 

 

Amount 

Thousands Currency 

Date of 

expiry/payment/exercise 

Fair Value (NIS 

Thousands) 

525,000 NIS August 2011 – May 2012 5,036 

 

The maximum holding of derivatives, during the period of the report, of all of the NIS purchase 

positions was NIS 625,000 thousand. 

 

 

Consolidated companies engaged during the period for performance of future currency 

transactions for protective purposes. 

 

Below is a specification of the engagements as of June 30, 2011: 
 

 

Amount in 

Thousands 

Currency 

receivable 

Currency 

payable 

Date of 

expiration/payment/exercise 

Fair Value (NIS 

Thousands) 

157,290 Dollar NIS July-October 2011 (7,041) 

 1, 000 Euro NIS July-August 2011 (5) 

 

 

The maximum holding of derivatives, during the report period, of all of the purchase positions for 

purposes of protection of the dollar-NIS exchange rate was US$180,500 thousand, and of the total 

of the purchase positions for purposes of protection of the Euro-NIS exchange rate was €3,200 

thousand. 

 

Collection of the figures for purposes of the aforesaid measurements was performed on the basis 

of the par value thereof at the time of measurement. The measurement is tracked at a frequency of 

at least once a month. 

 



 

Annex C 

 

Sensitivity Tests  

June 30, 2011 



 

 

2 

 

Annex C – Sensitivity Tests  

Sensitivity to NIS/Canadian Dollar Exchange Rate as of June 30, 2011 

 Profit from changes in the 

market factor 

Fair value 

of asset 

Loss from changes in the 

market factor 

Manner of 

determination 

of value 

 NIS in 

thousands 

NIS in 

thousands 

NIS in 

thousands 

NIS in 

thousands 

NIS in 

thousands 

 

Rate of change 10% 

increase 

5% increase  5% decrease 10% 

decrease 
 

Cash and cash 

equivalents 

254 127 2,541 (127) (254) Book value 

Financial assets 

which are held for 

trade 

5,593 2,797 55,933 (2,797) (5,593) Market value 

Total 5,847 2,924 58,474 (2,924) (5,847)  

 

Sensitivity to Changes in Securities' Value as of June 30, 2011 

 Profit from changes in the 

market factor 

Fair value 

of asset 

Loss from changes in the 

market factor 

Manner of 

determination 

of value 

 NIS in 

thousands 

NIS in 

thousands 

NIS in 

thousands 

NIS in 

thousands 

NIS in 

thousands 

 

Rate of change 10% 

increase 

5% increase  5% 

decrease 

10% 

decrease 

 

Shares  29,463   14,731   294,628  (14,731)  (29,463)  Market value 

       

Government 

Bonds  50,350   25,175   503,503  (25,175)  (50,350)  
Market value 

       

Corporate Bonds  52,519   26,260   525,192  (26,260)  (52,519)  Market value 

       

Convertible 

Bonds  10   5   104  (5)  (10)  

Market value 

       

Participation 

certificates in 

Trust funds  2,817   1,409   28,172  (1,409)  (2,817)  

Market value 

       

Others 317  158   3,168  (158)  (317)  Market value 

 __________ __________ __________ __________ __________  

Total  135,476   67,738   1,354,767  (67,738)  (135,476)   
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Sensitivity to Rates of Index-Linked Securities as of June 30, 2011 

 Profit from changes in the 

market factor 

 

Fair value 

of asset 

Loss from the changes in the 

market factor 

Manner of 

Determina

tion of 

Value 

 NIS in 

thousands 

NIS in 

thousands 

NIS in 

thousands 

NIS in 

thousands 

NIS in 

thousands 

 

Rate of change 2% Increase 1% Increase  1% Decrease 2% 

Decrease 

 

       

Index linked bonds  10,468   5,234   523,351  (5,234)  (10,468)  Market 

value 

       

Index linked convertible 

bonds 

 2  1 104 (1)  (2)  Market 

value 

       

Total  10,470   5,235   523,455  (5,235)  (10,470)   

       

 

Sensitivity to Nominal Securities rates 

 

 Profit from changes in market factor Fair value 

of asset 

Loss from changes in 

market factor 

Manner of 

determinati

on of value 

 NIS in thousands NIS in thousands NIS in 

thousands 

NIS in 

thousands 

NIS in 

thousands 

 

Rate of Change 2% Increase 1% Increase  1% Decrease 2% Decrease  

       

Bonds  8,610   4,305   430,529  (4,305)  (8,610)  Market 

value 

       

Shares  5,814   2,907   290,722  (2,907)  (5,814)  Market 

value 

Trust Funds 142 71 7,066 (71) (142) Market 

value 

       

Others   112   56   5,640  (56)  (112)  Market 

value 

        

       

Total  14,678   7,339   733,957  (7,339)  (14,678)   

       



 

Annex C – Sensitivity Tests 

 

Sensitivity to Changes in the Interest on the Cap Rates of Investment Property as of June 30, 2011 

 

 

 

 

Loss from the changes in the market factor 

Fair Value of the 

Property Loss from the changes in the market factor 

Method of 

Determination of 

the Value 

 

NIS in 

Thousands 

NIS in 

Thousands 

NIS in 

Thousands 

NIS in 

Thousands 

NIS in 

Thousands 

NIS in 

Thousands 

NIS in 

Thousands 

NIS in 

Thousands 

Rate of the Change 

Absolute Rise 

of 2% Rise of 10% Rise of 5%  Decline of 5% 

Decline of 

10% 

Absolute 

Decline of 2%  

         

Weighted cap rate         

         

7%-7.5% (1,223,179) (522,476) (273,678)  5,712,243  302,486  638,582  2,129,774 

Cash flow 

capitalization 

7.51%-8% (680,437) (314,933) (174,750)  3,172,782  138,371  314,948  1,093,321 

Cash flow 

capitalization 

8.01%-8.5% (625,937) (294,174) (158,158)  3,092,838  156,827  340,569  1,008,610 

Cash flow 

capitalization 

8.51%-9% (155,968) (75,962) (39,790)  825,281  43,978  92,843  248,927 

Cash flow 

capitalization 

9.51%-10% (68,435) (35,990) (18,835)  302,313  20,786  43,825  103,589 
Cash flow 

capitalization 

Investment property and investment 

property under construction (2,753,956) (1,243,535) (665,211)  13,105,457  662,448  1,430,767  4,584,221  
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          Annex D 

Reporting according to Linkage Bases 

as of June 30, 2011 according to IRFS 7 

(NIS thousands) 

 

 
 As of June 30, 2011 

 Israeli Currency Foreign Currency Other items 

 Non linked Index 

linked  

Dollar Other (1) Others Total 

       

Current Assets       

       

Cash and cash equivalents  146,726   -   21,762   3,624   -   172,112  

Financial assets held for trade  733,957   523,455   11,074   86,281   -   1,354,767  

Short term deposits and 

investments  61,193   -   -   -  

 -  

 61,193  

Trade Receivables  1,511,600   3,120   67,671   5,296   -   1,587,687  

Accounts Receivables  25,651   26,114   23,213   1,000   138,936   214,914  

Receivables for Work in 

Progress  20,873   1,574   4,549   1,605  

 -  

 28,601  

Inventory  -   -   -   -   405,398   405,398  

Current tax assets  -   -   -   -   21,194   21,194  

       

Total current assets  2,500,000   554,263   128,269   97,806   565,528   3,845,866  

       

Non-current assets       

       

Investments in equity investees  -   -   -   -   13,350   13,350  

Loans to equity investees  10,491   23,278   -   -   -   33,769  

Investments and loans  31,429   58,673   3,044   -   36,953   130,099  

Limited investments  28,448   21,842   -   -   -   50,290  

Financial Assets available for 

sale  1,666,248  

 -   -   8,448   -  

 1,674,696  

Financial assets designated at 

fair value through profit and 

loss  2,125   -   17,974   -   -   20,099  

Long term Receivables in respect 

of a Franchise Arrangement  57,465   469,726  

 -   -   -  

 527,191  

The Fuel Administration  -   -   119,043   -   -   119,043  

Investment Real Estate and 

Investment Real Estate under 

Construction  -   -   -   -   14,024,171   14,024,171  

Fixed Assets  -   -   -   -   1,397,996   1,397,996  

Non-tangible assets  -   -   -   -   544,999   544,999  

Prepaid Lease Fees and 

Deferred Expenses  -   -   -   -   36,119   36,119  

Deferred Tax Assets  -   -   -   -   47,288   47,288  

Total Non-Current Assets  1,796,206   573,519   140,061   8,448   16,110,876   18,619,110  
       
       

Total assets  4,296,206   1,127,782   268,330   106,254   16,666,404   22,464,976  

       

(1) Mainly CAD and Euro  

 

      



 

 

Annex D 

Reporting according to Linkage Bases 

as of June 30, 2011 according to IRFS 7 

(NIS thousands) 
 

(Contd.) 

 

 

 As of June 30, 2011 

 Israeli Currency Foreign Currency Other items 

 Non-

linked 

Index 

linked 

Dollar Other (1) Others Total 

       

Current liabilities       

       

       

Credit from banking 

corporations and other 

credit providers  1,620,760   448,528   97,648   22,585  

  

 

 -  2,189,521  

Trade payables  239,101   11,586   411,020   36,997   -   698,704  

Account payables  83,551   26,402   32,608   585   253,466   396,612  

Deposits from customers  -   105,348   -   -   -   105,348  

Provisions  -   -   -   -   33,292   33,292  

Current tax liabilities   -   -   -   -   12,562   12,562  

       

Total current liabilities  1,943,412   591,864   541,276   60,167   299,320   3,436,039  

       

Non-current liabilities        

       

Loans from banking 

corporations and other 

credit providers  513,035   2,713,196   606,489   -   -   2,832,720  

Bonds  -   1,760,767   -   -   -   1,760,767  

Employee benefits  -   -   -   -   59,039   59,039  

Other liabilities   11,991   47,730   35,015   -   199   96,665  

Deferred tax liabilities   -   -  -  -   1,552,791   1,552,791  

       

Total non-current 

liabilities   525,026   4,521,623   643,234  

 

-  1,612,029   7,301,982  
       

       

Total liabilities   2,468,438   5,113,557   1,184,510   60,167   1,911,349   10,738,021  
       

       

Total exposure in the 

statement on the 

financial position  1,827,768  (3,985,775)  (916,180)   46,087   14,755,055   11,726,955  

       

 

(1)Mainly Euro and Pound Sterling. 
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Extended Standalone Financial Statements 

1 

 

 
The Company's extended standalone financial statements are the Company's condensed financial 

statements presented in accordance with the IFRS rules, excluding the investment in Granite 

which is presented by the equity method instead of consolidating its statements with those of the 

Company (the other investments are presented without change in the statement presented in 

accordance with the IFRS rules). These statements do not constitute separate statements within the 

meaning of International Accounting Standard IAS 27 and do not constitute separate financial 

statements pursuant to Regulation 9c of the Securities Regulations (Periodic and Immediate 

Reports) 5730 – 1970. The statements are not part of the information required to be published 

according to the Securities Laws, but nevertheless, the Company’s management believes that 

analysts, investors, shareholders and bondholders are likely to receive valuable information from 

presenting these figures. 

 

The figures in this appendix were not audited nor reviewed by the Company's auditors. 

 

Balance sheet: 

 As of June 30 
As of 

December 31 

 1 1 0 2  0 1 0 2  0 1 0 2  

 
NIS in 

thousands 
NIS in 

thousands 
NIS in 

thousands 

    

Assets    

    

Current assets    

Cash and cash equivalents  104,602   1,361,259  115,929 

Financial Assets held for trade  1,280,807   918,313  2,234,857 

Trade Receivables  29,706   18,680  29,348 

Account Receivables  130,609   13,912  19,710 

Current Taxes Assets  4,655   3,419  6,471 

    

Total Current Assets  1,550,379   2,315,583  2,406,315 

    

    

Non-Current Assets    

Investments in held companies  772,636   765,145  768,370 

Investments  33,910   27,746  26,973 

Financial Assets available for sale  1,636,703   1,444,363  1,789,993 

Financial assets designated at fair value through profit and 

loss  20,099   22,490  17,408 

Investment real estate and investment real estate under 

construction  13,951,445   11,158,483  12,137,437 

Fixed assets  43,695   41,872  42,558 

Deferred taxes assets  1,693   754  1,672 

    

Total non-current assets  16,460,181   13,460,853  14,784,411 
    
    

Total assets  18,010,560   15,776,436  17,190,726 
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Balance sheet: (Contd.) 

 As of June 30 

As of December 

31 

 1 1 0 2  0 1 0 2  0 1 0 2  

 
NIS in 

thousands 
NIS in 

thousands 
NIS in 

thousands 

    

Liabilities and Equity    

    

Current Liabilities    

Credit from banking corporations and other credit 

providers  979,168   914,724  813,029 

Trade receivables  47,614   35,546  42,794 

Account receivables   99,313   74,717  64,203 

Current tax liabilities   4,695   716  26,350 

    

Total Current Liabilities   1,130,790   1,025,703  946,376 

    

    

Non-Current Liabilities     

Loans from banking corporations and from other credit 

providers  2,935,273   2,530,500  2,472,274 

Bonds  1,094,298   1,137,030  1,136,463 

Other liabilities   36,441   35,399  34,819 

Employee benefits  22,993   5,818  15,668 

Deferred tax liabilities   1,467,661   1,214,494  1,450,909 

    

Total non-current liabilities   5,556,666   4,923,241  5,110,133 

    

    

Equity    

Ordinary share capital  18,223   18,223  18,223 

Premium on shares  2,518,015   2,518,357  2,518,015 

Capital Reserves  387,283   243,116  524,043 

Retained earnings  8,345,968   7,018,656  8,040,660 

    

Total  equity relating to the owners of the parent 

company 

 

11,269,489  9,798,352  11,100,941 

    

non-controlling interests  53,615   29,140  33,276 

    

Total equity 

 

11,323,104  9,827,492  11,134,217 
    
    

Total liabilities and equity 

 

18,010,560 

 

15,776,436 17,190,726 



Appendix E 
 

Extended Standalone Financial Statements 

3 

 

 
Income Statement: 

 

 

For a period of six  

months ended on  

For a period of three  

months ended on 

For the year 

ended on  

 June 30 June 30 December 31 

 1 1 0 2  0 1 0 2  1 1 0 2  0 1 0 2  0 1 0 2  

 

NIS in 

thousands 

NIS in 

thousands  

NIS in 

thousands 

NIS in 

thousands  

NIS in 

thousands  

      

Revenues      

From rent, management and 

maintenance fees  592,325   531,907   299,247   269,240  

  

1,094,466 

Profit (loss), net, from 

adjustment of fair value of 

investment property and 

property under construction   356,327  (19,531)   339,125  (9,255)   891,777  

Financing revenues  264   3,521   377   2,801   65,369  

Share in held companies’ 

results, net of tax  35,017   19,300   697  (5,908)   43,678  

Others  43,178   2,000   19,177   2,000   26,584  

      

Total Revenues  1,027,111   537,197   658,623   258,878   2,121,874  

      

Costs and Expenses      

Cost of revenues from rent, 

management and maintenance 

fees  116,171   97,408   59,756   49,034   209,141  

Sales and marketing  1,178   748   195   270  2,158 

General and Administrative  35,757   32,105   16,523   12,826  69,138 

Financing expenses  217,738   136,224   128,449   116,378  316,592 

Others  26   208   26   208  211 

      

Total costs and expenses   370,870   266,693   204,949   178,716  597,240 
      

      

Profit before taxes on income  656,241   270,504   453,674   80,162  1,524,634 

      

Tax on income expense (86,944)  (54,378)  (65,474)  (17,686)  (269,530)  

      

Net profit for the period, 

including minority  569,297   216,126   388,200   62,476  1,255,104 
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Annex F 

 

Very Meterial Valuation 

As of June 30, 2011 



 

01  /0 

August 16, 2011 

Our reference: 3415-05 

CANIT HASHALOM INVESTMENTS LTD. 

1 Azrieli Center, Tel Aviv 

Updated Comprehensive Land Valuation - "Azrieli Center" 

1 Azrieli Center, Tel Aviv 

At your request, which was received by our firm on June 6, 2011, by Yuval Bronstein, 

CFO, submitted hereby is a Professional Opinion to assess the value of the rights of 

the Company in the Property. 

Our last full opinion regarding the Property was prepared as of December 31, 2010. 

This Opinion constitutes a continuation of the last opinion, numbered 3415-04 (the 

“Original Valuation”). 

We agree that our Opinion will be released in the framework of the financial 

statements of the Company and/or Azrieli Group Ltd., which shall be publicly 

released. 

Over the year we have performed valuations for the Azrieli Group Ltd.. The income 

from these assignments is not material to our firm.  

We received a letter of indemnity from Azrieli Ltd. that was signed by Menachem 

Einan and Yuval Bronstein on March 23, 2010. According to the letter of indemnity 

the Company undertakes to indemnify the appraisers if they are charged with a 

financial liability in connection with an appraisal as a result of incorrect documents or 

information provided by the Company or other companies on its behalf and/or as a 

result of non-transfer of documents or other information required for the valuation 

(except for documents held by the authorities and/or the public). The indemnification 

duty will not apply if the appraisers shall have acted negligently or maliciously in 

connection with the opinion. 

There are no stipulations with regard to the fees for this Opinion. Moreover, no 

dependency exists between us and the client commissioning the Opinion. 

The effective date for the valuation – June 30, 2011 

Documents and representations received from the Company: 

 Company report for the rental fees actually received in the first half of 2011. 

 Forecast for leased areas, and forecast for income from rental fees and 

management fees for 2011 and the first half of 2012, based on signed contracts 

and on estimates provided by the Company’s management (the materialization 

of which is uncertain due to factors beyond the Company’s control). 
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 Forecast of income from the operation of the parking lot. 

And hereby is our professional Opinion: 

No change in the sections of the Original Valuation other than as specified below. 

1. Property information 

Block:   7106    7102 

Parcel:   59    49 

Parcel area:  31,992 sqm   903 sqm. 

Total built-up area:  326,233 sqm (according to building permit application 

plans)  

Rights:   Lease from the City of Tel Aviv – Jaffa 

2. Description of the Property and the surroundings 

Property visit performed by the undersigned on July 21, 2011. 

 Parking lot – renovation work and painting of the parking lot in progress. 

 Office areas – no significant changes in the office areas. 

 Commercial areas – an area of approx. 2,000 sqm was leased to the “Forever 

21” chain (the former area of Yotveta Bair, the area of “Toys R Us” and the 

area of the “Grip” store, which will move to other areas in the mall). Store 

preparation work is in progress at the site. All the commercial areas are 

occupied, other than approx. 60 sqm of a storeroom, approx. 204 sqm of a 

commercial area and approx. 139 sqm of a commercial gallery area (formerly 

an area that was leased to Mercato restaurant). 

3. Legal situation 

No change in the legal rights. 

4. Planning situation 

No change in the city building plans applicable to the Property.  

5. Comparison data 

5.1 Malls and commercial centers 

The malls and commercial centers sector in Israel has been narrowing 

from the perspective of its ownership composition, and gradually 

turning into chains of malls under the ownership of companies 

specializing in commercial real estate and/or institutional bodies which 

employ management companies. Part of the acquisitions was made in 

order to enhance and improve the performance of the commercial 

center and part was made out of a consideration of assured return.    
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At the beginning of 2011, in the course of 2010 and at the end of 2009, 

we know of several sale transactions in commercial centers:  

 On June 19, 2011, British-Israel Ltd. reported on the purchase 

of 50% of the rights in Lev Hadera Mall, in Hadera, in 

consideration for NIS 260,000,000 (reflecting a value of NIS 

520,000,000 to the mall in its entirety). The annual NOI as of 

December 31, 2010 is approx. NIS 38,500,000. The calculated 

cap rate is approx. 7.4%. 

 On April 5, 2011, Sella Capital Real Estate Ltd. reported on the 

purchase of 2 commercial centers in Rosh Haayin, known as 

Afek Center and as Tal Center, in total commercial area of 

6,100 sqm, in consideration for NIS 93,750,000. The properties 

are leased in an occupancy rate of 89% to 40 lessees, in annual 

rental fees in the sum of NIS 6,700,000. The seller undertook to 

assure the company minimal annual rental fees in the sum of 

NIS 7,360,000 in the first year. The calculated cap rate, taking 

into account the seller’s undertaking, is approx. 7.85%. 

 On January 16, 2011 REIT 1 Ltd. reported on the purchase of 

the “Globus Center” in Netivot in consideration for NIS 

56,000,000. The center is approx. 5,500 sqm and includes 

approx. 25 stores, which are leased on the date of the 

transaction with 100% occupancy, the annual NOI is approx. 

NIS 5,000,000. The purchase will be made in two stages, stage 

B being contingent, inter alia, on the approval of a new zoning 

plan for the land which will permanently authorize the 

commercial use thereof. According to the report, the weighted 

yield for stages A and B is 8.95%. 

 On December 31, 2010, it was released in the press that 

Shufersal is purchasing from Azorim its share in “Azorim 

Center” Mall in Rehovot, in consideration for NIS 34,000,000. 

The mall in an area for marketing of 2,760 sqm + additional 

construction rights, where Azorim holds 69% of the property. 

Net annual rental fees summed up in NIS 2,600,000. (The 

calculated cap rate - 9%).  

 On May 30, 2010 Delek Real Estate reported that it had sold its 

rights – 50% in Ramla Lod Mall which yields NIS 605,000 per 

month (NIS 7,260,000 per annum) in consideration for NIS 

40,000,000 to a partner which held 50%. The calculated cap 

rate – 9%. 

 In April 2010, the commercial center on Rodenski St. in Ramat 

Aviv Hahadasha, Tel Aviv, was sold in consideration for NIS 

25,000,000. The property yields NIS 155,000 per month. The 

calculated cap rate – 7.44%. 
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 On March 28, 2010, British-Israel Investments Ltd. reported on 

the purchase of Sirkin Mall in Petach Tikva by Azorei Shoer 

Ltd., a fully controlled subsidiary of the company, from the 

receiver who was appointed for the property, in consideration 

for NIS 85,000,000. The property is built on a plot of land of an 

area of approx. 7,300 sqm, and is approx. 18,000 sqm and 

includes 3 commercial floors which are leased on the date of 

the transaction, with approx. 85% occupancy to approx. 70 

lessees, as well as an underground parking lot. As of the date of 

execution of the sale agreement, the property yields an annual 

income in the sum of approx. NIS 9 million (after maintenance 

and operating expenses). 

 On February 14, 2010 it was announced that Amot had 

purchased Delek Real Estate’s share in Hagalil Center, Rosh 

Pina, in consideration for NIS 70,000,000. The net income 

from signed contracts is NIS 5,750,000 per annum. There are 

vacant office spaces. The net income, with full occupancy – 

NIS 6,000,000. The calculated cap rate – 8.6%. 

 On December 6, 2009, REIT 1 reported that they had acquired 

49% of three properties belonging to Gazit Globe Israel. From 

information we collected, it appears that the average cap rate 

for both these income-producing properties, G Rothschild and 

G Afula, is 7.6%. The rights in the G Mall in Yokneam were 

acquired as an investment property that is not producing 

income at this point. 

 On December 23, 2009, British-Israel reported the completion 

of a transaction for acquiring all of the rights of the company, 

Irus HaGilboa, which holds a plot of land in Rishon-le-Zion 

upon which the Ikea shop which opened at the beginning of 

2010, and also 75,000 sqm of land in the vicinity, as well as a 

commercial centre at Beitar Illit in exchange for an allocation 

of British Israel shares. From information we have collected, it 

appears that the acquisition transaction of the Ikea shop at 

Rishon-le-Zion (as an income-producing property) was made 

according to a cap rate of 7.5%. 

5.2 Offices 

 According to information released in the press in January 2011, 

Moshe and Igal Gindi leased an office area of 600 sqm (half a 

floor) on the 23rd floor in the Museum Tower in Tel Aviv in 

consideration for rental fees of approx. NIS 120 per sqm per 

month. 

 According to various releases, in the course of 2010 the 

following areas were leased in Electra Tower: 
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o In September, an area of approx. 3,000 sqm, on floors 

18-19 was leased to A.B., fully finished, fully finished 

al fees of NIS 100 per sqm per month. 

o In September, an area of 750 sqm, on the 40th floor, 

was leased, fully finished, to the investment fund FIMI 

for rental fees of NIS 100 per sqm per month. 

o In March, an area of approx. 4,125 sqm on floors 34-36 

was leased, fully finished, to Beit HaPraklitim for rental 

fees of NIS 100 per sqm per month. 

 In the Africa Tower on Ahad Haam St. floors 1-17 are rented 

for an average rental fees of approx. NIS 105 per month (not 

including commerce). 

 In the Platinum Tower on Haarbaa St. areas were rented in the 

course of 2010 according to NIS 90 per month. 

5.3 Data for capitalization and office areas 

For purposes of examining the cap rates for the office areas that are 

leased on the open market and for the market value of office and 

commercial areas, we have examined transactions made for buildings 

with similar characteristics (some are towers and some are offices in 

low buildings) and announced by the public companies in Israel during 

2010: 

 On December 9, 2010, a term sheet was signed according to 

which Orad Ltd. sold an office building at 4 Hamashbir St., 

Holon, in consideration for NIS 32,800,000. In the framework 

of the said term sheet, the parties agreed that the company 

would lease the property from the buyer for a period of 10 

years such that the agreement between them will be a type of 

sale and re-lease. The annual rental fees will be calculated 

according to a rate of 8% of the value of the sale. 

 According to the information available to our firm, negotiations 

are being conducted for the sale of a non-specific 70% in the 

commerce and office building at 16 Hamasger St., Tel Aviv, 

whilst in practice a gross area of approx. 6,426 sqm on floors 1 

through 6 will be allocated, whose designation is offices, 431 

sqm is storerooms and two floors of parking for the buyers. 

These areas are leased to the Government of Israel. The 

consideration: offices – NIS 63 / sqm per month + V.A.T 

(linked to the consumer price index for January 2009), 

storerooms – NIS 31.5 / sqm per month + V.A.T (linked to the 

consumer price index for January 2009) and parking – 

according to 148 parking spaces x NIS 340 / parking space 

(linked to the consumer price index for March 1997 and less the 

municipal tax (arnona) payments in respect of such parking 
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spaces). The consideration will be calculated according to a 

yield rate of 7.56%. 

 According to a report on the Maya website, on October 11, 

2010, REIT 1 purchased one non-specific half of all of the 

rights in the property known as parcel 268 in block 6638 and in 

a 6-story office building built thereon, whose address is 6 

Hanechoshet St., Ramat Hachayal, Tel Aviv, with an above-

ground area of approx. 5,100 sqm in consideration for NIS 

55,500,000. The building is leased to three main lessees for 

periods of up to two years. On the date of purchase of the 

object of sale, the occupancy rate is 51% and the annual rental 

fees deriving from the object of sale is approx. NIS 2.5 million. 

Indicates a cap rate of approx. 8.83%. 

 According to a report on the Maya website, on September 6, 

2010, Golden House Ltd. sold office and commercial areas, 

including parking spaces and storerooms, in an office building 

at 18 Rival St., Tel Aviv, in consideration for NIS 37,750,000. 

The sold rights include: 30 parking spaces on the lower 

basement floor, approx. 1,050 sqm of storerooms and offices on 

the upper basement floor, 4 stores of an area of approx. 680 

sqm, including attached terraces on the ground floor, approx. 

915 sqm of offices on the first floor, approx. 915 sqm of offices 

on the second floor, approx. 580 sqm of offices on the third 

floor and approx. 915 sqm of offices on the fourth floor. As of 

June 30, 2010, the occupancy rate is 95% and the actual NOI is 

NIS 1,092,000. Indicates a cap rate of approx. 6.09%. 

 In April 2010 offices on the third floor of the “Platinum” 

building of a gross area of 578 sqm were sold, without parking 

spaces, at a price which reflects NIS 13,000 per sqm, fully 

finished. The rental fees received for the area sold in 2009 is 

NIS 587,000, i.e. the total calculated cap rate is approx. 7.8%, 

part of the area is populated by the buyer.  

In view of the scarcity of transactions in similar properties (office 

towers), transactions performed in 2009 have also been taken into 

account: 

 On November 5, 2009, Polar Investments Ltd. reported the sale 

of office areas, including parking spaces and storerooms in the 

Platinum Tower on HaArba’a Street for the price of NIS 42 

million. The office areas include the entire 4th, 15th & 16th 

floors with a total area of approx. 2,600 sqm, a figure which 

indicates a value of approx. NIS 16,000 per 1 sqm of offices. 

The rental fees received in 2008 were NIS 3,400,000, i.e. the 

total calculated ca rate is approx. 8%. 

 According to a release on the Maya website, on April 21, 2009, 

Africa Israel entered into a term sheet for the sale of 95% of its 
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rights in “Africa Israel Tower” on Ahad Haam St. in Tel Aviv, 

and 50% of the unutilized building rights in the property, in 

consideration for NIS 166,530,000. The buyer was granted an 

option for two years to buy the Company’s remaining rights in 

the built-up areas in consideration for the sum of NIS 

7,700,000, as well as an option to buy the remaining 50% in the 

remaining unutilized building rights in consideration for NIS 

20,000,000. The transaction reflects a cap rate of approx. 8% 

for the built-up areas. 

6. The calculation of the valuation 

We estimated the Property’s value by the income capitalization approach. 

The cap rate used in the calculation of the value originates from the market 

from an analysis of comparison transactions that were made. The information 

we have before us while analysing the transactions includes the rental fees that 

are paid in the current year and the price of the property as set in the 

transaction. 

Therefore, when we analyse an income-producing property sale transaction, 

the multiplier (the total cap rate) which is calculated by dividing the reported 

annual rental fees to the transaction value, actually reflects all of the relevant 

components in the market by the investors, buyers and sellers, and inter alia, 

future changes in the rental fees deriving from changes in the lease contracts 

and Index rise, projected macroeconomic changes in the market (inflation, 

interest rate, etc.) as well as the lease periods characteristic of the type of 

properties. 

I.e, in order to use the multiplier / total cap rate in a property valuation with 

the same characteristics, it is necessary to use the rental fees known on the 

effective date (without any changes and future forecasts). 

The rental fees: 

The information base is the rental fees as of the effective date, based on actual 

lease agreements and appropriate rental fees for vacant space. 

The calculation of the total rental fees was provided to us by the Company. No 

modifications were made by us to the figures. 

The Cap Rate: 

The cap rate - we did not find indications of changes in the cap rate which call 

for a change in the cap rate used in the last opinion, i.e. a cap rate of 7.25% for 

the commercial areas.  

The cap rate due to income from revenues and casuals in the commercial areas 

was taken in the rate reflecting the risk, an addition of 1% to the basic cap rate. 

The cap rate for the office areas and parking lot has been set according to 

7.75% that matches the office and employment areas in office buildings. 
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For the income from revenues and sale of electricity we set a cap rate which 

reflects risk and uncertainty. 

We deducted a cost which is attributed to the transportation task.  

Item 

 

Annual Income Cap Rate Value  

Mall-commercial areas 

 

NIS 107,968,000 7.25% NIS 1,489,200,000 

Mall- Additional income 

from revenue and casual  

NIS 540,000 8.25% NIS 6,540,000 

Leased offices – 

excluding Bezeq 

NIS 127,490,000 7.75% NIS 1,645,000,000 

Bezeq offices 

 

NIS 19,280,000 7.50% NIS 257,000,000 

The hotel 

 

NIS 13,590,000 7.50% NIS 181,200,000 

Vacant spaces (*) 

 

NIS 690,000 8.25% NIS 8,300,000 

Storerooms 

 

NIS 2,110,000 7.75% NIS 27,200,000 

Parking lot 

 

NIS 33,540,000 7.75% NIS 432,700,000 

Total 

 

NIS 305,208,000 7.5% NIS 4,047,140,000 

Profit from electricity 

 

NIS 3,760,000 12% NIS 31,300,000 

Profit from management 

 

NIS 12,950,000 10.5% NIS 123,300,000 

Future investments in 

the Property 

  NIS  - 66,600,000 

Deduction of 

transportation task 

  NIS -2,000,000 

Total, rounded off 

 

  NIS 4,133,100,000 

(*) 60 sqm of a storeroom according to NIS 50 per sqm per month. Approx. 204 sqm 

of a commercial area according to NIS 200 per sqm per month and approx. 139 sqm 

of a commercial gallery area according to NIS 100 per sqm per month. 

The total value indicates average commercial area value of approx. NIS 

45,000 per sqm, average office value of NIS 14,500 per sqm and parking 

space value of NIS 135,000. These figures match the market figures. 

Sensitivity analysis 

The results of a sensitivity analysis for changes in the cap rate: 

 7.3% 7.75% 8.3% 

Value of the 

Property 

NIS 

4,278,400,000 

NIS 

4,133,100,000 

NIS 

4,005,500,000 
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7. The valuation 

In light of the aforesaid, our assessment of market value of the Company’s 

rights in the Property (excluding the area self-used by Azrieli Group) in the 

free market, in the criterion of a willing buyer from a willing seller, free of any 

debt, charge, mortgage, including third-party rights, is in the range of NIS 

4,133,100,000. 

8. General 

 The value does not include V.A.T. 

 We have not related to taxation that may apply, insofar as shall apply, 

at the time of selling the Property. 

 The value of the Property on the Company’s books – NIS 

4,021,864,000. 

 We have valuated the Property in the past for purposes of their 

inclusion into the Company’s financial statements: 

Effective 

date 

Value of the 

Company’s Rights 
Comments 

December 31, 

2008 
NIS 3,596,100,000 

Commenced the population of the 

Square building during this year 

December 31, 

2009 
NIS 3,725,100,000  

December 31, 

2010 
NIS 4,014,000,000  
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9. Declarations 

 We declare that to the best of our knowledge, the facts upon which this 

Opinion has been based are correct. 

 The analysis and the conclusions are limited to the assumptions and 

conditions specified above. 

 We declare that the legal information presented in this document is the 

legal information on which the valuation is based. 

 We declare that we have no personal interest in the Property 

contemplated in the valuation, in the right owners therein or in the 

client commissioning the Opinion. 

 The fees for this valuation not conditioned upon the results of the 

valuation have no material influence on our firm’s income. 

 The report was prepared according to the Real Estate Appraiser 

Regulations (Professional Ethics), 5726-1966 and according to the 

professional standards of the Appraisal Standards Committee. 

 We declare that we have the necessary knowledge for making this 

valuation. 

 The valuation was performed by the undersigned, without assistance. 
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Azrieli Group Ltd. 

Update of the Description of the Corporation’s Business Chapter in the 

Company’s Periodic Report as of December 31, 2010 (the “Periodic Report”)
1
 

In accordance with Regulation 39A of the Securities Regulations (Periodic and 

Immediate Reports) 5730-1970, following is a specification of material developments 

which have occurred in the Company’s business during the six and three months that 

ended on June 30, 2011 until the Report Release Date, according to the order of the 

sections in the Description of the Corporation’s Business chapter in the Periodic 

Report. It shall be noted that the terms in this chapter shall have the meaning ascribed 

thereto in the Periodic Report, unless otherwise expressly provided. In this chapter: the 

“Report Release Date” – August 24, 2011; the “Date of Report on the Financial 

Condition” – June 30, 2011. 

1. Investments in the Capital of the Company and Transactions in the 

Shares thereof 

Update to Section 3 of the Description of the Corporation’s Business 

chapter: 

On June 23, 2011, Nadav Investments Inc, which is the direct controlling 

shareholder of the Company, transferred 1,605,354 shares of the Company 

held thereby, without consideration, to a registered charity fund, whose 

residence is in Canada, and whose assets are intended for donations and for 

financing philanthropic activity in Israel and in Canada. It is clarified that as 

conveyed to the Company, neither Mr. David Azrieli nor any of his relatives 

are control holders of the fund, and therefore the fund shall not be considered 

an interest holder or controlling shareholder of the Company. For additional 

details, see immediate report of the Company dated June 23, 2011 (reference 

no.: 2011-01-192156), included in this report by reference.    

2. Dividends 

Update to Section 4.5 of the Description of the Corporation’s Business 

Chapter: 

                                                 
1
  As released on March 30, 2011 (reference number 1111-11-168890) and amended on March 30, 

2011 (reference number 1111-11-169996). 
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Following the Company’s report as of March 30, 2011, on April 27, 2011, the 

Company paid to its shareholders a total sum of approximately NIS 240 

million (196061166 per share). 

3. Properties under Construction 

Update to Section 7.8 of the Description of the Corporation’s Business 

Chapter: 

Engagement in a contingent agreement for the acquisition of one half of the 

rights in the Ir Yamim mall, Netanya – under construction  

For details regarding the Company's engagement in a contingent agreement 

for the acquisition of one half of the rights in the Ir Yamim mall, Netanya, see 

Section 1.1.1 of this report, as well as the Company's reports dated July 21, 

2011 (Ref. 2011-01-218727) and dated August 15, 2011 (ref. 1111-11-

181188), which are included in the framework of this report by way of 

reference.  

Winning of a tender for the purchase of lease rights in a lot in Southern 

Hakirya in Tel Aviv. 

For details regarding the Company’s winning in a tender for the purchase of 

lease rights in a lot in Southern Hakirya in Tel Aviv, which is intended for the 

construction of an office and commerce project, see Section 1.1.1 of this 

report as well as the Company’s reports dated May 29, 2011 and May 30, 

2011 (reference no.: 2011-01-165339 and 2011-01-167994, respectively), 

which are included in this report by reference. 

Properties in Kiryat Ata and in Acco 

For details regarding the progress in the development in the malls in Kiryat 

Ata and in Acco, see Section 1.1.1 of this report.  

Azrieli Center Holon 

As of the Report Release Date, the excavation and shoring work has been 

completed and the foundation of the buildings and the construction of the 

basements have been commenced in accordance with the permit received to 

build the basements. 

Azrieli Mall Rishonim 

In April 2011, an administrative petition was filed against the regional 

committee, Canit Hashalom and others due to the approval of the plan under 

the terms as specified in the periodic report for 2010. The petition was filed by 

a councilwoman of the city of Ness Ziona, merchants from the city of Rishon 

LeZion and others. The petition mostly repeats the claims that were raised in 

the context of the objections to the plan which were filed and mostly denied by 

the regional committee. A preliminary deliberation on the petition was set for 

October 2011. The Company estimates that the petition will not delay the time 

tables of the planning and performance of the project. As of the report date, 
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the Company is acting to obtain the permits, upon receipt of which it shall 

commence works to prepare the temporary parking lot for the train users. 

The aforesaid regarding the outcome and implications of the administrative petition 

is forward-looking information as defined in the Securities Law, which is based on 

initial estimates of the Company’s management. All or any of these estimates may not 

materialize, or may materialize in a materially different manner than estimated by the 

Company, in accordance with the court’s decision in the matter. 

For details regarding the total investments during the report’s period that the 

Company continued to invest in the development and construction of new 

properties and in expansion and renovation of existing properties, see Section 

1.1.1 of the Board of Director’s Report, Part A in this report. 

4. Purchasing of the Rights in the Property in Ramla 

Update to Section 8.3 of the Description of the Corporation’s Business 

Chapter: 

The transaction was closed on May 25, 2011, and the entire consideration was 

paid, part of which is held in an escrow deposit to secure the provision of tax 

certificates and performance of the transfer of the rights. As of the date of the 

report, the Company has received a permit for fencing off the lot and 

demolishing buildings within the area thereof, and has begun the development 

work.  

For additional details, see Note 5 of the financial statements as of June 30, 

2011, and see also the Company’s immediate reports dated January 2, 2011, 

reference number: 2011-01-000081, and May 26, 2011 shortly before the 

release of this report, which are included in this report by reference. 

5. Developments regarding Azrieli Center Tel Aviv   

Update to Section 9.2 of the Description of the Corporation’s Business 

Chapter: 

Azrieli Towers Tel Aviv 

(Data according to 

100%) (*) 

For the 

quarter ended 

on June 30, 

2011 

For the 

quarter ended 

on March 31, 

2011 

For the year 

ended on 

December 31, 

2010 
Property Value (NIS  in 

thousands) 

153085101 2,290,043 2,287,214 

NOI in the period (NIS in 

thousands) 

895381 45,220 176,896 

Revaluation profit in the 

period (NIS in thousands) 

915868 - 98,205 

Average occupancy rate in 

the period (%) 

6690% 99% 99% 

Rate of return (%) 096% 7.9% 7.7% 

Average rent per sqm per 

month (NIS) (**) 

61 90 90 
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Average rent per sqm per 

month in contracts signed in 

the period (NIS) 

111 102 93 

(*)  The corporation’s share in the property – 99.1%. 
(**) Not including the hotel’s rent. Had the average included the hotel’s rent, the average for Q2 of 2011 and for 2010 

would have been approximately NIS 86 per sqm. 

 

Details regarding the valuation 
 1-6/2011 2010  

Value determined (NIS in thousands) 153085101 2,287,214  

Identity of the appraiser Greenberg Olpiner & 

Co. 

Greenberg Olpiner & co  

Is the appraiser independent? Yes Yes  

Is there an indemnification agreement? Yes Yes  

The effective date of the valuation (the date the 

valuation refers thereto) 

June 30, 2011 December 31, 2010  

Valuation model Cash flow 

capitalization 

Cash flow capitalization  

Main parameters taken for the valuation2  

The 

valuation in 

the  income 

approach 

Gross leasable area taken into account in 

the calculation (sqm)3 

1865183 149,184  

Representative occupancy rate out of the 

gross leasable area for purpose of the 

valuation4 

66969% 99.47%  

Representative average monthly rent per 

rented sqm for purpose of the valuation 

86991 86.31  

Representative NOI for purpose of the 

valuation (NIS in thousands)5 

1865806 184,105  

Average periodic preservation expenses 

per year 
See in other central parameters below  

Weighted cap rate taken for purpose of 

the valuation 

7.85% 7.85%  

Other central parameters Projected 

investments in the 

property were 

reduced, as well as 

investments in 

respect of an 

undertaking to the 

Tel Aviv 

Municipality 

pursuant to a 

contract. The total 

reduction in the value 

of the property due to 

the aforesaid 

amounted to approx. 

NIS 60 million 

Projected investments 

in the property were 

reduced as well as an 

undertaking to the Tel 

Aviv Municipality 

pursuant to a contract. 

The total reduction in 

the value of the 

property due to the 

aforesaid totaled in  

approx. NIS 59 million 

 

Sensitivity analyses for the value Changes in value NIS in thousands  

Cap rates Increase of 0.25% (085683)  (71,798)  

Decrease of 0.25% 815838 77,171  

Average rent 

per sqm 

Increase of 5% 1185608 101,582  

Decrease of 5% (1185608)  (101,582)  

 

                                                 
2  The valuation is attached as annex F to the Board of Director’s Report in Chapter B of this report. 
3  Not including an area in self use of the Company approx. 1,520 sqm in the last office floor of the round tower. 
4  Represents a ratio of marketed area out of total area but the appraisal took also the value of the vacant areas. 
5  Including 50% of NOI represents a parking lot which was included in the value of the property. (The remainder 50% were 

included in the valuation of the mall). 



 0B -  

6. Developments in the area of activity of Granite HaCarmel 

General: 

For general reports of the Company regarding reports released by Granite in 

the period of the report, see the Company reports dated April 13, 2011 

(reference: 2010-01-120159) , April 13, 2011 (reference: 2011-01-121242), 

May 8, 2011 (reference: 2011-01-142434) and May 11, 2011 (reference: 1111-

11-188319), June 15, 2011 (reference 2011-01-184509), June 16, 2011 

(reference: 2011-01-185676), June 30, 2011 (reference: 2011-01-198078) and 

August 2, 2011 ( reference: (2011-01-228762). 

7. Developments in the Human Capital 

Update to Section 14.5 of the Description of the Corporation’s Business 

Chapter: 

On April 1, 2011, the appointments of Mr. Menachem Einan as an active vice 

to the chairman of the board and of Mr. Shlomo Sherf as CEO of the Company 

came into force. 

For details see the Company’s immediate report dated November 18, 2010, 

reference number 2010-01-686145 as well as Note 5 of the Company’s 

financial statement as of June 30, 2011 which constitutes Part C of this Report. 

8. Amendment of the Letters of Indemnification to the Officer and Directors 

of the Company  

Update to Section 14.7 of the Description of the Corporation’s Business 

Chapter: 

On August 15, 2011, the general meeting of the Company approved an 

amendment to the articles of association of the Company in order to conform 

them to Amendment 16 of the Companies Law, 5759-1999, and Improvement 

of Enforcement Proceedings in the ISA Law, which recently came into force. 

Further to the amendment of the articles of associations, and following the 

receipt of the approvals of the audit committee and the board of directors of 

the Company dated June 28, 2011, on August 15, 2011, the general meeting of 

the Company approved an amendment to the language of the letters of 

exemption and indemnification which the Company has granted and is 

granting to officers and directors of the Company, including officers and 

directors of the Company who are deemed controlling shareholders and/or in 

the granting of which the controlling shareholders of the Company have a 

personal interest, as shall hold office from time to time, in order to conform 

them to the provisions of Section 56H of the Securities Law, so as to include 

an undertaking for indemnification due to payments to persons injured by a 

violation and expenses in connection with administrative enforcement 

proceedings, including reasonable litigation expenses. For additional details 

and the language of the amended articles of associations and letters of 

indemnification, see the Company’s immediate report dated August 7, 2011 

(reference no. 2011-01-233409), as well as the Company's immediate report 
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regarding the results of the meeting of August 15, 2011 (reference no.: 2011-

01-241173). 

9. Extension of the Date to Provide a Guarantee to the Financing Bank for 

the Purchase of the Givatayim Mall 

Update to Section 16.3 of the Description of the Corporation’s Business 

Chapter: 

On June 26, 2011, the financing bank extended the period for registering the 

rights in the Givatayim Mall in the name of the Company until the end of 

December, 2011. 

10. Repayment of Loan 

Update to Section 16.4 of the Description of the Corporation’s Business 

Chapter: 

Borrowing 

corporation 

Date of 

granting 

the loan 

Purpose of 

loan 

Loan type Balance as 

of June 30, 

2011 

(Company’s 

share) (NIS 

in 

thousands) 

Annual 

interest 

rate 

Linkage Guarantees 

in NIS in 

thousands/ 

Charge 

Repayment 

date of long 

term loans 

Banking 

corporation

/ financial 

institution 

Short 

term 

Long 

term 

Canit 

Northchase 

LP 

Mar. 30, 

2011 

Refinance, 

purchase of 
Northchase  

Mizrahi- 

Tefahot 
Bank 

 X 26,466 4.35% US 

dollar 

Guarantee of 

Azrieli 
Group for 

the full 

amount of 
the loan  

Until March 

2015 

Rivercan 

LP 

April 5, 

2011 

Refinance 

Three 
Riverway 

Morgan 

Stanley 
Mortgage 

Capital 

Holdings 
LLC 

 X 815318 5.51% 

fixed 

US 

dollar 

Mortgage of 

the property 
Until May 

2021 

a. On March 30, 2011, the Company repaid to First Union National Bank a 

loan in the sum of approximately NIS 27 million (bearing an annual 

interest at the rate of 7.08%), which was granted to the Company for the 

purchase of Northchase, through a new loan taken on March 30, 2011, as 

specified above. 

b. On the Financial Condition, on May 5, 2011, the Company repaid to 

General Electric Capital Corporation a loan in the sum of approximately 

NIS 80 million, which was granted to the Company for the purchase of 

Three Riverway, as specified in the table above. 
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11. Financing from banking corporations to the Company: 

Update to Section 16.3 of the Description of the Corporation's Business 

Chapter 

As of June 30, 2011, the sum of the Company's short-term loans, which it took 

from banking corporations, including in connection with the financing of the 

acquisition of the land in Southern Hakirya, amounted to NIS 459 million. 

For additional details regarding the Company’s liabilities, see the financial 

liabilities status report released by the Company shortly before the release of 

this report, on August 24, 2011. 

12. Series A Bonds of Canit Hashalom 

Update to Section 16.6.1 of the Description of the Corporation’s Business 

Chapter: 

On June 30, 2011, Midroog reapproved the rating of the Series A Bonds of 

Canit Hashalom as stable Aa2. For a review of the annual follow-up report of 

Midroog, see the Company’s report dated June 30, 2011, reference 2011-01-

198078.  

13. Bonds and Commercial Papers and the Rating thereof  

Update to Section 16.12 of the Description of the Corporation’s Business 

Chapter: 

On June 30, 2011, Midroog reapproved the rating of the Series A Bonds of the 

Company as stable Aa2. For a review of the annual follow-up report of 

Midroog, see the Company’s report dated June 30, 2011, reference 2011-01-

198093. 

On June 30, 2011, Midroog extended the rating of the commercial papers (the 

“CP”) issued by the Company until June 30, 2012, as P-1. In order or assure 

sufficient liquidity for the repayment of the CP, the Company undertook to 

maintain a sum of no less than NIS 135 million in a deposit, which cannot be 

set off against a bank loan, in a bank whose short term rating is P-1 or in State 

of Israel Bonds free of liens until the repayment date of the CP. For details, 

see immediate report dated June 30, 2011, reference 2011-01-198045. 

14. Repayment of Commercial Securities 

Update to Section 16.5.1.2 of the Description of the Corporation’s 

Business chapter: 

In the report period, the Company made a principal repayment of unrated 

commercial securities in the sum of approximately NIS 10 million. The 

commercial securities which were repaid as aforesaid have been written-off. 

As of June 30, 2011 the balance of the liability due to the issue of unrated 

commercial securities was in the sum of approximately NIS 59 million. As of 



 8B -  

the Report Release Date, the balance of the undertaking due to the issue of 

unrated commercial securities was approximately NIS 59 million. 

Update to Section 16.5.1.3 of the Description of the Corporation’s 

Business chapter: 

In the report period, the Company repaid the principal of rated commercial 

securities in an accumulated sum of approximately NIS 19 million. The 

commercial securities which were repaid as aforesaid have been written-off. 

As of June 30, 2011 the balance of the undertaking due to the issue of rated 

commercial securities was approximately in the sum of NIS 111 million. 

Following the Date of Report on the Financial Condition and until the Report 

Release Date, the Company did not repay additional sums. As of the Report 

Release Date, the balance of the undertaking due to the issue of rated 

commercial securities was approximately NIS 111 million. 

15. Series A Bonds of the Company (Non-Negotiable) 

Update to Section 16.5.2 of the Description of the Corporation’s Business 

Chapter: 

In the report period, principal and interest payments were made in accordance 

with the payment schedule and as specified in Section 16.5.2 of the 

Description of the Corporation's Business Chapter. As of June 30, 2011, the 

balance of the par value of the Series A Bonds of the Company is NIS 

592,000,000. 

16. Series A Bonds of Canit Hashalom (Non-Negotiable) 

Update to Section 16.6.1 of the Description of the Corporation’s Business 

chapter: 

In the report period, principal and interest payments were made in accordance 

with the payment schedule and as specified in Section 16.6.1 of the 

Description of the Corporation's Business Chapter. As of June 30, 2011, the 

balance of the par value of the Series A Bonds of Canit Hashalom is NIS 

81851185811. 

17. Business License for the Operation of the Hotel in the Square Tower 

Update to Section 9.2.1 of the Description of the Corporation’s Business 

chapter: 

Azrieli Towers Tel Aviv – Yarden Hotels M.H.Y. Ltd. that operates the hotel 

which is located in the Square Tower of Azrieli Towers, has a temporary 

permit for the operation of the hotel, which, as of the date of the report, is 

valid until July 11, 2012. It is the position of the Licensing Department in the 

City of Tel Aviv that receipt of a permanent business license for the hotel is 

conditioned, inter alia, also on the issuance of a building permit for changes 

made to the Square Tower by August 23, 2012. As of the date of the report, 

the Company is acting to complete the proceedings on the matter. 
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18. Business Licensing 

Update to Section 19.17 of the Description of the Corporation’s Business 

chapter: 

Azrieli Mall Ayalon - the temporary license was extended until December 31, 

2011. 

Azrieli Mall Haifa - the temporary license was extended until March 30, 2012. 

Azrieli Mall Hanegev - the temporary license was extended until December 

22, 2011. 

Science and Technology Campus Petach Tikva – on July 14, 2011, a business 

license was received for the parking lot in this property. 

19. Engagement in an Agreement for the Purchase of Electricity from OPC 

Rotem Ltd. 

Update to Section 20 of the Description of the Corporation’s Business 

chapter: 

On June 23, 2011, the Company engaged, together with Granite and 

subsidiaries of Granite, in an agreement for the purchase of electricity from 

OPC Rotem Ltd. (“OPC”), which is a private electricity manufacturer. The 

agreement is for a period of 10 years and includes an option for an additional 

five years, from the starting date of the provision of electricity by OPC, which 

is expected (on the signing date of the agreement) to occur at the end of 2012. 

For additional details regarding the agreement for the purchase of electricity 

form OPC, see the Company’s immediate report dated June 26, 2011 

(reference no.: 2011-01-192495), which is included in this report by reference. 

The aforesaid regarding to the starting date of the provision of electricity by OPC to 

the Company is forward-looking information as defined in the Securities Law, which 

is based on initial estimates of the Company’s management. All or any of these 

estimates may not materialize, or may materialize in a materially different manner 

than estimated by the Company, in accordance with the court’s decision in the 

matter. 
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Review report of the Auditors to the shareholders of 

Azrieli Group Ltd.  
 

Introduction 

We reviewed the attached financial information of Azrieli Group Ltd., the Company and its subsidiaries 

(hereinafter –the “Group”) which include the condensed consolidated statement of financial condition as at June 

30, 2011 and the condensed consolidated comprehensive income statement, changes in equity and cash flows for 

the periods of six and three months then ended. The Board of Directors and management are responsible for the 

preparation and presentation of the financial information for these interim periods in accordance with 

international accounting standard IAS 34 “Financial reporting for interim periods”, and they are responsible for 

the preparation of financial information for these interim periods under Chapter D of the Securities Regulations 

(Periodic and Immediate Reports), 5730–1970.  Our responsibility is to express a conclusion on the financial 

information for these interim periods, based on our review. 

 

We did not review the condensed financial information for the interim periods of consolidated companies whose 

assets included in the consolidation comprise approx. 21.6% of all the consolidated assets as at June 30, 2011 

and whose revenues included in the consolidation comprise approx. 75.7% and 70.4%, respectively, of all the 

consolidated revenues for periods of six and three months then ended. Moreover we did not review the 

condensed financial information for the interim periods of associated companies in which the investment in 

them is approx. NIS 47,119 thousand as at June 30, 2011 and the Group’s share in their results is about NIS 

9,726 thousand and approx. NIS 4,877 thousand, respectively, for the periods of six and three months then 

ended. The condensed financial information for the interim periods of those companies were reviewed by other 

auditors whose review reports were furnished to us and our conclusions, to the extent that they relate to financial 

information for those companies, are based on the review reports of the other auditors. 

 

Scope of the review 
We performed our review in accordance with Review Standard 1 of the Institute of Certified Public Accountants 

in Israel “Review of financial information for interim periods prepared by the entity’s auditor”. The review of 

the financial information for interim periods comprises clarifications, mainly with the people responsible for 

financial and accounting matters, and from adopting analytical and other review procedures.  A review is 

considerably more limited in scope than an audit performed in accordance with generally accepted auditing 

standards in Israel, and therefore does not enable us to be certain that we will know of all the significant matters 

which could have been identified in an audit.  Consequently, we are not issuing an opinion of an audit. 

 

Conclusion 

Based on our review, and on the review report of the other auditors, nothing came to our notice which would 

cause us to think that the above financial information is not prepared, in all significant aspects, in accordance 

with International Accounting Standard IAS34. 

 

In addition to the remarks in the previous paragraph, based on our review and on the review reports of the other 

auditors, nothing came to our attention which cause us to think that the above financial information does not 

meet, from all significant aspects, the disclosure provisions under Chapter D of the Securities Regulations 

(Periodic and Immediate Reports), 5730-1970. 

 

Without qualifying our above opinion we direct attention to Note 4 regarding legal claims for a total of a 

considerable amount, against consolidated companies, which were filed with a motion to recognize them as 

class actions, and various allegations for a total of a considerable amount against a consolidated company 

claiming that the agreements with its customers are a type of a restrictive arrangement. 
 

Brightman Almagor Zohar & Co. 

Certified Public Accountants 

Tel Aviv, August 23, 2011  

 



 

The notes to the condensed consolidated financial statements form an integral part thereof. 
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Azrieli Group Ltd. 

Condensed Consolidated Statements of Financial Position 
 

 

As at  

June 30 

As at  

December 31, 

 2011 2010 2010 

 NIS thousands NIS thousands 

 (Unaudited)  

ASSETS    

    

Current assets     

Cash and cash equivalents  711,771   7,,11,,,1   711,171  

Financial assets held for trading  7,77,,1,1   111,177   1,771,,17  

Short-term deposits and investments  ,7,717   71,7,,   ,1,11,  

Trade receivables  7,711,,11   7,777,117   7,771,711  

Other receivables  17,,17,   711,111   17,177  

Receivables for work in progress  11,,17   11,111   7,,111  

Inventories  ,17,711   771,7,1   7,,,17,  

Current tax assets  17,71,   1,,17   71,771  

     

Total current assets  7,1,7,1,,   ,,1,1,177   ,,7,,,171  

    

Non-current assets    

Investments in associated companies  77,771   7,,,11  77,711 

Loans to associated companies  77,1,1   17,,11  11,,,1 

Investments and loans  771,111   77,,111)*(  771,777 

Restricted investments  71,111   ,7,17,  ,1,,,1 

Financial assets available for sale  7,,1,,,1,   7,,17,711  7,111,711 

Financial assets earmarked at fair value through the 

income statement  11,111   11,,11  71,,11 

Long-term receivables in respect of franchise 

arrangement  711,717   7,1,7,1)*(  711,117 

The Fuel Administration  771,1,7   77,,7,1  717,7,1 

Investment property and investment property under 

construction  7,,11,,717   77,111,11,  71,171,1,, 

Fixed assets   7,711,11,   7,71,,177  7,,71,1,1 

Intangible assets  7,,,111   77,,,71)*(  777,771 

Lease fees paid in advance   7,,771   ,1,111  71,,7, 

Deferred tax assets  ,1,111   71,,11  )*(  ,1,177 

Total non-current assets 71,,71,771  77,,,7,771  7,,111,71, 

     

Total assets 11,,,,,11,  71,177,111  17,7,7,711 

(*) Reclassified (see Note 2e). 



 

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

 -4- 

 Azrieli Group Ltd. 

Condensed Consolidated Statements of Financial Position 
(Continued) 

 

 As at June 30 

As at 

December 31 

 2011 2010 2010 

 NIS thousands NIS thousands 

 (Unaudited)  

LIABILITIES AND CAPITAL    

Current liabilities     

Credit from banks and other credit providers  1,711,717   7,171,111   7,111,777  

Trade payables  ,11,11,   ,,,,117   ,11,117  

Other payables   71,,,71   7,,,11,)*(   7,,,711  

Deposits from customers  717,7,1   717,711   717,7,,  

Provisions  77,111   71,771   71,117  

Current tax liabilities   71,7,1   7,,111   77,1,7  

Total current liabilities   7,,7,,171   7,71,,1,7   1,111,111  

    

Non-current liabilities    

Loans from banks and other credit providers  7,171,111   7,117,,1,)*(   7,711,771  

Bonds  7,1,1,1,1   7,171,71,   7,177,,17  

Benefits to employees   71,171   ,1,,,7   7,,777  

Other liabilities  1,,,,7   71,,111   717,,71  

Deferred income taxes   7,771,117   7,111,1,1)*(   7,77,,111  

     

Total non-current liabilities   1,717,111   ,,71,,,7,   ,,117,1,7  

    

Capital    

Ordinary share capital  71,117   71,117   71,117  

Share premium  1,771,177   1,771,771   1,771,177  

Capital reserves  711,117   1,7,77,   71,,1,7  

Retained earnings  1,7,7,1,1   1,171,,7,   1,1,1,,,1  

Total capital attributed to the parent company's  

shareholders   77,1,1,,11   1,111,771   77,711,1,7  

    

Non-controlling interests  ,71,,,,   ,71,,71  )*(   ,17,11,  

    

Total capital  77,11,,177   71,111,177   77,71,,171  

     

Total Liabilities and capital  11,,,,,11,   71,177,111   17,7,7,711  

(*) Reclassified (see Note 2e).  
August 23, 2011    

Date of approval of the 

financial statements 

David Azrieli 

Chairman of the Board  

Shlomo Sherf 

CEO 

Yuval Bronstein 

VP Finance 



 

The notes to the condensed consolidated financial statements form an integral part thereof. 
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Azrieli Group Ltd. 

Condensed Consolidated Statements of Comprehensive Income 

 

 

 

For the period of six months 

ended  June 30 

For the period of three 

months ended  June 30 

For the year 

ended 

December 31 

 2011 2010 2011 2010 2010 

 NIS thousands NIS thousands 

NIS 

thousands 

 (Unaudited) (Unaudited)  

Revenues      

From sales, work and services 
 7,17,,,11   1,71,,11,   7,71,,1,1   7,711,,17   7,171,,71  

From rent, management and maintenance fees  711,717   771,177   717,,,,   117,11,   7,717,111  

Net profit (loss) from the adjustment to fair value 

of investment property and investment property 
under construction  77,,7,7  (11,17,)   771,7,1  (71,111)   111,,1,  

Financing revenues  71,711   7,,777   7,,,77   71,177   777,,77  

Other   71,717   11,1,1   17,71,   ,,71,   7,,117  

Total revenues  ,,117,711   7,71,,177   1,117,111   7,717,,11   1,,,1,771  

      

Costs and Expenses      

Costs of revenues from sales, work and services  1,,7,,,,7   1,117,117   7,17,,117   7,1,7,771   ,,717,,71  

Costs of revenues from rent, management and 
maintenance fees  771,771   711,,77   ,7,771   71,,,,   17,,,1,  

Selling and marketing   711,111   7,1,111   711,111   717,77,   1,1,111  

General and administrative  717,777   711,7,7   ,1,711   71,,,1   117,171  

Share in  results of associated companies, net of 
tax  1,11,   1,171   ,,111   ,,177   17,711  

Financing expenses  7,7,,77   171,711   71,,,,1   771,717   77,,,71  

Other  1,17,   1,7,1   111   117   ,,1,1  

Total costs and expenses  7,,1,,1,7   1,11,,717   7,1,1,171   7,771,,11   7,117,117  

      

Income before taxes on income  ,,,,1,,   111,11,   ,7,,171   11,111   7,7,1,1,7  

Expenses of taxes on income   (1,,1,1)  (,,,,71)  (,1,171)  (71,77,)  (111,771)  

Net income for the period  7,1,111   17,,71,   711,111   ,1,,1,   7,177,71,  

      

Other comprehensive income (loss), net of tax       

Change in fair value of financial assets available 
for sale, net of tax (717,7,1)  (11,,117)  (711,17,)  (71,,717)   17,777  

Realizing financial assets available for sale, net of 
tax  -  (7,,711)   -   -  (7,,711)  

Actuarial profit of defined benefit plan, net of tax  -   -   -   -   7,111  

Translation differences from foreign operations (7,,171)   7,1,,  (,,,7,)   1,111  (,,7,1)  

Other comprehensive income (loss) for the 

period, net of tax (777,11,)  (171,,7,)  (711,771)  (71,,7,,)   ,7,111  

      

Total comprehensive income (loss) for the 

period   ,77,,17  (7,,11)   117,111  (771,111)   7,77,,11,  

 



 

The notes to the condensed consolidated financial statements form an integral part thereof. 
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The Azrieli Group Ltd. 

Condensed Consolidated Statements of Comprehensive Income 
(Continued) 

 

 

For the period of six months 

ended June 30 

For the period of three 

months ended June 30 

For the year 

ended December 

31 

 2011 2010 2011 2010 2010 

 NIS thousands NIS thousands NIS thousands 

 (Unaudited) (Unaudited)  
     

Net income for the period 

attributed to: 

     

Shareholders in the parent 

company  7,7,711   117,1,7   711,171   ,1,111   7,11,,711  

Non-controlling Interests   17,111   77,117   7,1,7   711   71,11,  

  7,1,111   17,,71,   711,111   ,1,,1,   7,177,71,  

      

Total comprehensive income 

(loss) for the period 

attributed to: 

  

  

 

Shareholders in the parent 

company  ,71,1,1  (71,1,1)   11,,7,1  (771,,11)   7,117,1,1  

Non-controlling Interests  11,,77   ,,171   ,,117   711   17,177  

  ,77,,17  (7,,11)   117,111  (771,111)   7,77,,11,  

      

 NIS NIS NIS NIS NIS 

Basic and diluted earnings of 

one ordinary share of NIS 0.1 

par value each attributed to 

shareholders in the parent 

company  ,.71  1.77  7.7,  1.,7 77.77 

      

Average weighted share 

capital used in calculating 

basic and diluted earnings 

per share  717,111,1,1  1,,,7,,11,  717,111,1,1  11,777,7,1 711,11,,171 



 

The notes to the condensed consolidated financial statements form an integral part thereof. 
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Azrieli Group Ltd. 

Condensed Consolidated Statements of Changes in Capital 
 

 For the period of six months ended June 30, 2011 (unaudited) 

 

Share 

capital 

Premium 

on shares 

Revaluation 

reserve of 

financial 

assets 

available for 

sale  

Capital 

reserve for 

translation 

differences 

of foreign 

operations 

Capital 

reserve from 

transactions 

with related 

parties 

Other 

Capital 

Reserves 

Retained 

earnings 

Total 

attributed to 

shareholders 

of the parent 

company 

Non-

controlling 

Interests  Total 

 NIS in Thousands 

  

Balance as of January 1, 2011  71,117   1,771,177   717,717   (7,,171)  (77,111)  (7,,71)  1,1,1,,,1 77,711,1,7 ,17,11, 77,71,,171 

Net profit for the period  -   -   -  -  -  -  7,7,711   7,7,711   17,111   7,1,111  

Change in fair value of available for sale 

financial assets, net of tax  -   -  (717,7,1)  -  -  -  - (717,7,1)   -  (717,7,1)  

Translation differences due to foreign operations  -   -   - (77,,71)  -  -  -  (77,,71)  (7,77,)  (7,,171)  

Total comprehensive income for the period  -   -  (717,7,1) (77,,71)  -  -  7,7,711   ,71,1,1   11,,77   ,77,,17  

Purchase of non-controlling interests in a 

consolidated company  -   -   -  -  - (1,11,) - (1,11,)  (717)  (1,,,1)  

Dividend to the shareholders of the Company  -  -   -  -  -  - (240,000) (240,000)  -  (240,000) 

Non-controlling interests in a consolidated 

company  -   -   -  -  -  -  -   -   71,111   71,111  

Dividend to holders of non-controlling interests  -   -   -  -  -  -  -   -  (7,111)  (7,111)  

Capital reserve due to transactions with related 

parties  -   -   -  - (71,)  -  -  (71,)   71,   -  

Total transactions with shareholders of the 

Company  -   -   -  - (71,) (1,11,) (1,1,111)  (1,1,111)   71,177  (177,117)  
           

Balance as of June 30, 2011  71,117   1,771,177   ,71,717 (71,1,1) (77,71,) (7,711)  1,7,7,1,1   77,1,1,,11   ,71,,,,   77,11,,177  

           

 



 

The notes to the condensed consolidated financial statements form an integral part thereof. 
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Azrieli Group Ltd. 

Condensed Consolidated Statements of Changes in Capital 

(Continued) 
 

 For the period of six months ended June 30, 2010 (Unaudited) 

 

Share 

capital 

Premium 

on shares 

Revaluation 

reserve of 

financial assets 

available for 

sale  

Capital reserve 

for translation 

differences of 

foreign 

operations 

Capital reserve 

from 

transactions 

with related 

parties 

Other capital 

reserves 

Retained 

earnings 

Total attributed to 

shareholders of the 

parent company 

Non-

controlling 

interests  Total 

 NIS in Thousands 

   

Balance as at January 1, 2010   ,,711   ,1,777   717,111  (71,717)  (77,71,)   -   ,,11,,117   1,711,,1,   71,,,11  7,703,182 

Net income for the period  -   -   -   -   -   -   117,1,7   117,1,7  77,117 17,,71,  

Realization of  financial assets available for 
sale, net of tax  -   -  (1,17,)   -   -   -   -  (1,17,)    (,,777)  7,,711) ) 

Change in fair value of assets available for 
sale, net of tax  -   -  (11,,117)   -   -   -   -  (11,,117)   -  (11,,117)  

Translating differences due to foreign 
operations  -   -   -   1,,   -   -   -   1,,  200 1,046 

Total comprehensive income (loss) for the 

period  -   -  (17,,777)   1,,   -   -   117,1,7  (71,1,1)   ,,171  (3,490) 

Exercise of warrants in a consolidated 
company  -   -   -   -   -   -   7   7   7,7,7  1,570 

Change in non-controlling interests in a 
consolidated company due to the issue of 

shares in a consolidated company  -   -   71   -   717   -  (111)  (,7)  ,7 -  

Allotment of stock dividends of the Company  1,111   -   -   -   -   -  (1,111)  - -  -  

Issue of shares of the Company (net of issue 
expenses in the sum of approx. NIS 44 

million)   7,177   1,,11,11,   -   -   -   -   -   1,,17,171  - 1,,17,171 

Dividend paid by consolidated company - - - - - - - - (7,111)  (7,111)  

Acquisition of non-controlling interests in a 

consolidated company  -   -   -   -   -  (7,171)   -  (7,171)  7,171 - 

Acquisition of non-controlling interests in a 
business combination  -   -   -   -   -   -   -   -   71,,11)*(   71,,11)*(  

Capital reserve from transactions with related 
parties  -   -   -   -  (71)   -   -  (71)   71  - 

Total transactions with shareholders of the 

company   77,117   1,,11,11,   71   -   71,  (7,171)  (1,7,,)  1,,11,111  11,177   1,711,771  

           

Equity balance as at June 30, 2010  71,117   1,771,771   11,,177  (77,171)  (77,111)  (7,171)   1,171,,7,   1,111,771   ,71,,71   71,111,177  

(*) Reclassified (see Note 2e). 



 

The notes to the condensed consolidated financial statements form an integral part thereof. 
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Azrieli Group Ltd. 
Condensed Consolidated Statements of Changes in Capital 

 
 

 For the three month period ended June 30, 2011 (Unaudited) 

 

Share 

capital 

Premium 

on shares 

Revaluation 

reserve of 

financial assets 

available for 

sale  

Capital reserve 

for translation 

differences of 

foreign 

operations 

Capital reserve 

from 

transactions 

with related 

parties 

Other capital 

reserves 

Retained 

earnings 

Total attributed to 

shareholders of the 

parent company 

Non-

controlling 

interests  Total 

 NIS in Thousands 

  

Balance as at April 1, 2011  71,117   1,771,177   77,,111  (1,,711)  (77,117)  (7,711)  1,1,7,111 71,117,777  ,71,71,   77,,77,171  

           

Net income for the year  -   -   -   -   -   -   711,171   711,171   7,1,7   711,111  

Change in the fair value of available for sale 
financial assets, net of tax  -   -  (711,17,)   -   -   -   -  (711,17,)   -  (711,17,)  

Translation differences due to foreign 
operations  -   -   -  (,,11,)   -   -   -  (,,11,)  (771)  (,,,7,)  

Total comprehensive income for the period  -   -  (711,17,)  (,,11,)   -   -   711,171   11,,7,1   ,,117   117,111  

           

Acquisition of non-controlling interests in a 

consolidated company  -   -   -   -   -   -   -   -   ,,   ,,  

Dividends to holders of non-controlling 
interests   -   -   -   -   -   -   -   -  (7,111)  (7,111)  

Capital reserve from transactions with related 
parties  -   -   -   -  (77)   -   -  (77)   77   -  

Total transactions with shareholders of the 

Company  -   -   -   -  (77)   -   -  (77)  (7,117)  (7,171)  

           

Balance as at June 30, 2011  71,117   1,771,177   ,71,717  (71,1,1)  (77,71,)  (7,711)   1,7,7,1,1   77,1,1,,11   ,71,,,,   77,11,,177  

 



 

The notes to the condensed consolidated financial statements form an integral part thereof. 
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Azrieli Group Ltd. 
Condensed Consolidated Statements of Changes in Capital 

 
 For the period of three months ended June 30, 2010 (unaudited) 

 

Share capital 

Premium on 

shares 

Revaluation 

reserve of 

financial 

assets 

available for 

sale  

Capital 

reserve for 

translation 

differences on 

foreign 

operations 

Capital 

reserve from 

transactions 

with related 

parties 

Other Capital 

Reserves 

Retained 

earnings 

Total 

attributed to 

shareholders 

of the parent 

company 

Non-

controlling 

interests Total 

 NIS Thousands 

  

Balance as at April 1, 2010  ,,711   ,1,777   ,17,711  (77,71,)  (71,11,)   -   ,,1,7,1,1   1,,71,1,1   711,717   1,177,771  

           

Net income for the period  -   -   -   -   -   -   ,1,111   ,1,111   711   ,1,,1,  

Change in the fair value of available for sale 

financial assets, net of tax  -   -  (71,,717)   -   -   -   -  (71,,717)   -  (71,,717)  

Translation differences due to foreign operations  -   -   -   7,1,7   -   -   -   7,1,7   711   1,111  

Total comprehensive income (loss)  for the 

period  -   -  (71,,717)   7,1,7   -   -   ,1,111  (771,,11)   711  (771,111)  

           

Allotment of stock dividends of the Company  1,111   -   -   -   -   -  (1,111)   -   -   -  

Issue of shares of the Company (net of issue 
expenses in the sum of approx. NIS 44 million)   7,177   1,,11,11,   -   -   -   -   -   1,,17,171   -   1,,17,171  

Acquisition of non-controlling interests in a 
consolidated company  -   -   -   -   -  (7,171)   -  (7,171)   7,171   -  

Acquisition of non-controlling interests in a 
business combination  -   -   -   -   -   -   -   -   71,,11 )*(   71,,11 *()  

Dividend paid by consolidated company  -   -   -   -   -   -   -   -  (7,111)  (7,111)  

Capital reserve from transactions with related 
parties  -   -   -   -  (71)   -   -  (71)   71   -  

Total transactions with shareholders of the 

company   77,117   1,,11,11,   -   -  (71)  (7,171)  (1,111)   1,,11,117   11,71,   1,711,7,1  

           

Total Equity as at June 30, 2010  71,117   1,771,771   11,,177  (77,171)  (77,111)  (7,171)   1,171,,7,   1,111,771   ,71,,71   71,111,177  

 

(*) Reclassified (see Note 2e) 

 



 

The notes to the condensed consolidated financial statements form an integral part thereof. 
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Azrieli Group Ltd. 
Condensed Consolidated Statements of Changes in Capital 

(Continued) 

 
 For the year ended December 31, 2010 

 

Share capital 

Premium on 

shares 

Revaluation 

reserve of 

financial 

assets 

available for 

sale  

Capital 

reserve for 

translation 

differences on 

foreign 

operations 

Capital 

reserve from 

transactions 

with related 

parties 

Other Capital 

Reserves 

Retained 

earnings 

Total 

attributed to 

shareholders 

of the parent 

company 

Non-

controlling 

interests Total 

 NIS Thousands 

  

Balance as of January 1, 2010  ,,711   ,1,777   717,111  (71,717)  (77,71,)   -   ,,11,,117   1,711,,1,   71,,,11   1,117,711  

Net income for the year  -   -   -   -   -   -   7,11,,711   7,11,,711   71,11,   7,177,71,  

Realization of available for sale financial assets, 
net of tax  -   -  (1,17,)   -   -   -   -  (1,17,)  (,,777)  (7,,711)  

Change in the fair value of available for sale 
financial assets, net of tax  -   -   11,777   -   -   -   -   11,777  (,11)   17,777  

Actuarial profit in respect of defined benefit 
plan, net of tax  -   -   -   -   -   -   117   117   ,71   7,111  

Translation differences due to foreign operations  -   -   -  (,,1,7)   -   -   -  (,,1,7)  (117)  (,,7,1)  

Total comprehensive income for the year  -   -   11,111  (,,1,7)   -   -   7,117,177   7,117,1,1   17,177   7,77,,11,  

           

Exercise of warrants for shares in a consolidated 
company   -   -   -   -   -  (711)   -  (711)   7,177   7,717  

Acquisition of non-controlling interests in a 

consolidated company  -   -   -   -   -  (7,171)   -  (7,171)   7,171   -  

Issue of shares of the Company (net of issue 

expenses in the sum of approx. NIS 44 million)  7,177   1,,11,,,,   -   -   -   -   -   1,,11,,11   -   1,,11,,11  

Change in non-controlling interests in a 

consolidated company due to the issue of shares 
in a consolidated company  -   -   71   -   717   -  (111)  (,,)   ,,   -  

Allotment of stock dividends of the Company  1,111   -   -   -   -   -  (1,111)   -   -   -  

Dividend to holders of non-controlling interests  -   -   -   -   -   -   -   -  (71,1,1)  (71,1,1)  

Acquisition of non-controlling interests in a 
business combination  -   -   -   -  -  -   -   -  71,,11   71,,11  

Other  -   -   -   -  (77)   -   -  (77)   171   171  

Total transactions with shareholders of the 

Company  77,117   1,,11,,,,   71   -   71,  (7,,71)  (1,711)   1,,11,711   17,,17   1,71,,,17  

           

Balance as at Dec. 31, 2010  71,117   1,771,177   717,717  (7,,171)  (77,111)  (7,,71)   1,1,1,,,1   77,711,1,7   ,17,11,   77,71,,171  



 

The notes to the condensed consolidated financial statements form an integral part thereof. 
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Azrieli Group Ltd. 

Condensed Consolidated Statements of Cash Flows 

 

For the period of six months ended 

June 30 

For the period of three months ended 

June 30 

For the year ended 

December 31 

 2011 2010 2011 2010 2010 

 NIS thousands 

 (Unaudited) (Unaudited)  

Cash Flows - Current Operations      

      

Net income for the period  7,1,111   17,,71,   711,111   ,1,,1,   7,177,71,  

Depreciation and amortization  ,1,11,   ,1,777   77,,77   77,111   7,7,,,7  

Impairment in value of fixed and intangible assets -    -    -    -   711  

Amortization and impairment investments and loans in associated companies  17  -   17  -  -  

Loss from realizing investments in associated companies -   111    -   111   111  

Net loss (gain) , from adjustments to fair value of investment property and investment property under 

construction (77,,7,7)   11,17,  (771,7,1)   71,111  (111,,1,)  

Financing and other expenses, net 717,1,1   71,,,1,  71,,117   7,,,177   711,,71  

Dividend received from available for sale financial assets  ,7,7,7  -  71,717  -  17,111  

Interest and dividend received from financial assets held for trade  ,7,117   1,711   11,7,7   1,117   1,,1,7  

Loss (gain) from realizing fixed assets, investment property and intangible assets, net (7,717)  (,11)  (7,711)  (7,711)   7,717  

Share in losses of associated companies accounted by the equity method  1,11,   1,171   ,,111   ,,177   17,711  

Recording of benefit in respect of share-based payment  ,,111    -   1,177    -   7,,,1,  

Tax expenses recognized in the income statement  1,,1,1   ,,,,71   ,1,171   71,77,   111,771  

Change in financial assets held for trade  177,,7,  (111,111)   ,,1,171  (171,717)  (1,171,111)  

Profit from the acquisition of shares in held companies    -    -    -    -  (1,11,)  

Profit from realizing investments in financial assets available for sale   -  (11,1,7)    -    -  (11,1,7)  

Profit from revaluation of previous holding in associated company due to the gaining of a controlling interest   -  (7,117)    -  (7,117)    -  

Income taxes (paid) received, net (17,1,7)  ,7,177*  (,,,,7,)  71,117*   7,,111  

Revaluation of balance of the Fuel Administration  ,,71,  (7,7,1)   1,117  (7,,7,)   1,,77  

Revaluation of earmarked financial assets to fair value through the income statement  117   ,17   11   77,   7,,7,  

Change in inventory (71,,,,)  (7,,171)  (71,117)  (1,777)  (17,,11)  

Change in trade and other receivables (111,,,1)  (71,,77)  (17,608)  71,1,1  (71,771)  

Change in receivables in respect of franchise arrangement  (117)  (11,1,,)  (7,717)  (11,1,,)  (71,7,7)  

Change in trade and other payables ,7,7,1  (71,7,1)  (66,709)  71,17,  (71,711)  

Change in provisions and benefits to employees (111)  (,,,1,)   ,,117  (7,7,,)  (77,171)  

Net cash - current operations  7,1,1,,17  (,11,711)   111,,71  (7,1,171)  (7,1,1,117)  

      

(*) Reclassified (see Note 2e)  



 

The notes to the condensed consolidated financial statements form an integral part thereof. 
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Azrieli Group Ltd. 

Condensed Consolidated Statements of Cash Flows 

(Continued) 

 

For the period of six months ended 

June 30 

For the period of three months 

ended June 30 

For the year 

ended December 

31 

 2011 2010 2011 2010 2010 

 NIS thousands 

 (Unaudited)  

Cash flows - investment activities      

Proceeds from realizing fixed and intangible assets  7,777   11,11,   7,1   71,,11   17,,1,  

Proceeds from realizing investment property   -   7,171    -    -   1,11,  

Purchase of and investment in investment property and investment property under construction (7,,17,111)  (711,717)  (17,,117)  (774,33)  (,1,,,,1)  

Institutions due to purchase of property (17,711)  -  (17,711)  -  -  

Purchase of fixed and intangible assets (1,,111)  (11,711)  (7,,11,)  (71,711)  (711,,1,)  

Investment in and granting of loans to associated companies (7,,711)  (1,171)  (1,171)  (7,1,,)  (71,11,)  

Change in long-term deposit   -  (71,)    -  (71,)    -  

Change in short-term deposits (71,,71)   711,111   ,,711   1,777   71,,7,1  

Change in restricted investments (11)  (,,,71)  (711)  (,,,71)  (1,711)  

Receipt (payment) for settling derivative financial instruments, net (11,1,,)  (1,117)  (1,117)   17  (71,71,)  

Return of investment (investment) in financial assets earmarked at fair value through the income statement (7,,,,)   77,  (7,7)   711   717  

Granting long-term loans (,,711)  (7,771)  (7,111)  (1,,11)  (7,,717)  

Collection of long-term loans  77,117   ,,111   1,771   1,11,   77,1,7  

Dividends received  77,    -   77,    -   7,1,1  

Collection of loans from associated companies   -   17,11,    -   77,711   17,1,7  

Interest received   71,171   71,11,   71,711   1,1,,   71,171  

Acquisition of companies consolidated for the first time   -  (11,77,)    -  (11,77,)  (11,77,)  

Proceeds from realizing financial assets available for sale   -   77,,7,    -    -   77,,7,  

Proceeds from realizing financial assets designated at fair value through the income statement   -   177    -    -   177  

Income tax paid in connection with realization of assets and investments    -   (71,17,()*)    -   (,,71,()*)  (71,17,)  

Net cash - investment activities  (7,,77,117)  (1,7,117)  (1,1,111)  (,,,771)  (,,1,7,7)  

Cash flows - financing activities      

Dividend distribution to shareholders (1,1,111) -  (1,1,111) -  -  

Repayment of bonds (777,711) (711,71,) (77,171) (7,,771) (771,7,1) 

Receipt of long-term loans from banks  11,,171  717,,,1  111,1,,  11,,,1  7,7,171 

Repayment of long-term loans from banks (,11,,11) (711,111) (177,,,1) (,1,,111) (1,1,1,7) 

Short-term credit from banks and others, net  777,711 (77,177)  ,71,11, (,1,7,7) (717,,71) 

Proceeds from issue of shares (net of issue expenses in the sum of approx. NIS 44 million)   -  1,,1,,171   -  1,,1,,171  1,,11,,11 

Proceeds from exercise of warrants for shares by employees in a consolidated company   -  7,711   -  7,711  7,717 

Repayment of deposits from customers (7,171) (7,711) (1,1) (11,) (1,117) 

Deposits received from customers  1,117  7,171  7,1,7  7,711  7,111 

Acquisition of non-controlling interests (1,717)   -   -   - (7,71,) 

Dividend to holders of non-controlling interests (7,111) (7,111) (7,111) (7,111) (71,1,1) 

Proceeds from issue of shares in a consolidated company to holders of non-controlling interests  1,1,, -   777   11 

Interest paid (717,,71) (7,,,1,1) (711,7,7) (11,,1,) (771,7,7) 

Net cash provided by financing activities   711,17,  1,171,7,,  ,,11,  7,1,1,71,  7,717,111 

Increase (decrease) in cash and cash equivalents (7,7,,)  7,7,1,,11 (,,,,1,)  7,7,,,711  17,177 

Cash and cash equivalents at beginning of the period  711,171  11,,71  17,,71,  1,,1,,  11,,71 

Effect of changes in the rates of exchange on cash balances held in foreign currency (711) (7,11,)  71 (7,,17) (,,,11) 

Cash and cash equivalents at end of the period  711,771  7,,11,,,1  711,771  7,,11,,,1  711,171 

(*) Reclassified (see Note 2e) 
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Note 1 – General   

 a. General description of the Company and its operations: 

The Azrieli Group Ltd. (hereinafter – the “Company” and/or the “Group”) is an Israeli 

resident company which was incorporated in Israel and its registered address is 1 

Azrieli Center, Tel Aviv. The Company is traded on the Tel Aviv Stock Exchange and 

is included in the “Tel Aviv 25” index. The Group’s consolidated financial statements 

as at June 30, 2011 include those of the Company and of its subsidiaries (hereinafter 

jointly – the “Group”), and the Group’s rights in associated companies and jointly 

controlled entities. 

The Company is held at the rate of approx. 74% (until the issue of the Company the 

Company was held at the rate of 100%) by Nadav Investments Inc. (hereinafter – the 

“Parent Company”) a private company incorporated under Canadian Law, wholly 

owned and controlled by Azrieli Holdings Inc., a private company incorporated under 

Canadian Law, which is wholly owned and controlled by Mr. David Azrieli, Chairman 

of the Company’s Board of Directors, who holds directly and indirectly, approx. 40% 

of the issued and paid up capital, and his four children each hold directly and indirectly, 

approx. 15% of the issued and paid up capital. 

b. The Company is engaged (both directly and through investee companies in which 

it invests and develops) mainly in the following fields of operations: 

(1) Initiation, management, construction, purchasing and leasing in the field of 

commercial centers and malls in Israel. 

(2) Development, management, construction, purchase and lease in the office and 

other space for lease segment. 

(3) Holding at a rate of 60.68% of the share capital and voting rights in Granite 

Hacarmel Investments Ltd. (hereinafter – “Granite”).  Granite is an Israeli resident 

company which is incorporated in Israel and whose securities are listed for trading 

on the Tel Aviv Stock Exchange.  Granite and its subsidiaries are engaged mainly in 

the marketing and distribution of oil distillates, both through direct marketing and 

through fuel stations and trading sites, the manufacturing, marketing and 

distribution of paint and construction finishing products, water desalination and 

purification and waste treatment. 
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a. The basis for the preparation of the financial statements 

 The Group’s condensed consolidated financial statements (hereinafter – “Interim 

Consolidated Statements”) are prepared in accordance with International Accounting 

Standard IAS 34 – Interim Financial Reporting) (hereinafter – “IAS 34”). 

 In the preparation of these Interim Financial Statements the Group has implemented the 

accounting policy, rules of presentation and methods of calculation identical to those 

used in the preparation of the financial statements as at December 31, 2010 and for the 

year then ended, apart from changes in accounting policy resulting from the 

implementation of standards, and amendments to standards and new interpretations 

which came into force on the date of the financial statements as detailed in Note 2c. 

 The condensed consolidated financial statements were prepared in accordance with the 

disclosure provisions in Chapter D of the Securities Regulations (Periodic and 

Immediate Reports), 5730-1970. 

b. Use of estimates and discretion: 

 In the preparation of the condensed financial statements in accordance with IFRS, the 

Group’s managements are required to use discretion, evaluations, estimates and 

assumptions which affect the implementation of the policy and the amounts of assets 

and liabilities, revenues and expenses.  It should be clarified that the actual results are 

liable to be different from these estimates. 

1. The evaluations and discretion that the management used in order to implement the 

accounting policy and the preparation of consolidated Interim Financial Statements 

were identical to those used in the preparation of the financial statements as at 

December 31, 2010. 

2. On June 30, 2011, the group updated the valuations for all of its investment 

properties and investment properties under construction in Israel (which are 

attributed to the commercial centers and malls segment and office and other space 

for lease segment, and which were not purchased in the report period), mainly due 

to a significant change in the cash flow which is expected to derive from the group's 

properties due to their being leased in index-linked contracts (which has risen at a 

rate of approx. 2.16% since the date of the update of the last financial valuation 

which was performed on December 31, 2010) as well as due to a real rise in the rent 

collected in the group's income-producing properties in Israel. 

The valuations were performed by outside independent appraisers with appropriate 

professional skills.   

The valuations were prepared mainly according to the method of capitalization of 

the cash flow expected to derive from the properties. 

No change has occurred in the cap rates for June 30, 2011 versus the cap rates that 

the group used at the time of the previous value update as of December 13, 2010. 
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(Unaudited) 

 

Note 2 – Significant accounting principles – Contd. 
 

 -06- 

 

c. New standards, amendments to standards and interpretations, which are in force 

and are implemented in these financial statements: 

 

 IAS 24, Related Party Disclosures 

 

 Amendment to IAS 34, Interim Financial Reporting 

 

 Amendment to IFRS 7 Financial Instruments: Disclosures 

 

To implement the standards, the amendments to the standards and the new 

clarifications, which came into force, which can be seen in Note 2(ao) to the 

consolidated financial statements as at December 31, 2010 have no significant effect on 

these condensed Interim Financial Statements; 

 

 d. Standards, amendments to standards and new interpretations, which are not in 

force, and are not implemented in these financial statements earlier: 

(1) For information regarding the start dates, the transition provisions and the 

expected effects on the Company of the standards, the amendments to the 

standards and the interpretations specified below, see Note 2ao to the annual 

financial statements of the Company as of December 31, 2010 and for the year 

ended on the same date: 

 International Financial Reporting Standard IFRS 9, Financial 

Instruments. 

 Amendment to IAS 12, Income Taxes – Deferred Taxes on Investment 

Property. 

(2) On May 12, 2011 the IASB published several new standards in the matter of 

financial statement consolidation and related matters and in the matter of fair 

value measurement. Following are the general nature of the modifications: 

1. New system of accounting standards in the matter of financial 

statements consolidation and related matters 

The new standards system in fact replaces the existing standardisation in 

the matter of financial statement consolidation and joint transactions and 

also includes several modifications in respect of associated companies. 

Following is a specification of the new standards that were published: 
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a) IFRS 10 “Consolidated Financial Statements” (the “Standard”) 

determines the following provisions on the issue of consolidated 

financial statements: 

 Control of an entity over another entity will be determined based on a 

uniform model, independently of the other entity being a “Special 

Purpose Entity”. In this framework, interpretation 12 SIC 

“consolidation, special purposes entities”. 

 Control of an investor in another entity (the “Invested Entity”) exists 

when the investor has power over the invested entity, has exposure to 

changing yields from his involvement in the invested entity and an 

ability to use his power in order to influence the level of the yields.  

 The Standard stipulates provisions for examination of the existence of 

“actual control” where an entity holds less than half of the voting 

rights in another entity. For that purpose, the rate of the investor’s 

holdings in the Invested Entity, the scope of the public holdings and 

level of dispersion shall be examined, inter alia.  
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 d. Standards, amendments to standards and new interpretations, which are not in 

force, and are not implemented in these financial statements earlier: (Cont.) 

(2) (Cont.) 

1. (Cont.) 

a) (Cont.) 

 Potential voting rights in the Invested Entity will be taken into 

account for the purpose of establishing control where their terms 

confer actual ability to direct the relevant activities of the entity in the 

present.  

 The new standard does not include a change in the procedures of 

consolidation of financial statements. This standard will be 

implemented by way of retroactive implementation other than 

exceptions as specified in the standard, in respect of annual reporting 

periods commencing on January 1, 2013 or thereafter. Early 

implementation is possible, for so long as it shall be implemented 

concurrently with IFRS 11 “joint arrangements”, IFRS 12 

“disclosures in respect of involvement with other entities” and IAS 28 

(2011) “investments in associated companies and joint ventures”.  

At this stage the Company is not able to estimate the influence of the 

implementation of the standard on its financial position and business 

results.   

b) IFRS 11 “Joint Arrangements” 

The Standard determines that a joint arrangement is an arrangement in 

which two parties or more have joint control (as defined in IFRS 10). In 

addition, the Standard sets forth the following types of joint 

arrangements and the accounting handling thereof: 

 Activity under joint control is a joint arrangement between parties 

with joint control which confers upon them rights for assets and 

liabilities in respect of the liabilities of the activity. An entity which 

holds joint control in business under joint control will recognize its 

share in the assets, liabilities, revenues and expenses of the business in 

its consolidated financial statements.  
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 d. Standards, amendments to standards and new interpretations, which are not in 

force, and are not implemented in these financial statements earlier: (Cont.) 

(2) (Cont.) 

1. (Cont.) 

b) (Cont.) 

 A joint venture is a joint arrangement between parties with joint 

control in an arrangement, who hold rights for the net assets of the 

venture. An entity holding joint control over a joint venture will present 

its investment therein according to the book value method, according to 

IAS 28 (2011) “Investments in Associated Companies and in Joint 

Ventures”. 

This standard was implemented by way of retroactive implementation 

other than for exceptions as specified in the standard, in respect of 

annual reporting periods commencing on January 1, 2013, or thereafter. 

Early implementation is possible, for so long as it shall be implemented 

concurrently with IFRS 10 “consolidated financial statements”, IFRS 

12 “disclosures in respect of involvement with other entities” and IAS 

28 (2011) “investments in associated companies and joint ventures”. 

At this stage, the Company’s management is not able to estimate the 

influence of implementation of the Standard on its financial position 

and business results. 

c) IFRS 12, Disclosures of interests in other entities 

The standard stipulates disclosure requirements in respect of the 

interests of entities in consolidated companies, joint arrangements, 

associated companies and structured entities which are not 

consolidated. The purpose of the disclosures is to assist with the 

evaluation of the nature and the related risks in respect of the interests 

in the said entities and the influence of such interests on the financial 

statements of the reported entity.  

This Standard was implemented by way of retroactive implementation 

in respect of annual reporting periods commencing on January 1, 2013 

or thereafter. Early implementation is possible, for so long as it shall be 

implemented concurrently with IFRS 10 “Consolidated Financial 

Reports”, IFRS 11 “Joint Arrangements” and IAS 28 (2011) 

“Investments in Associated Companies and Joint Ventures”. However, 

entities may integrate any disclosure of the new disclosures into their 

financial statements prior to such date.  
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   d. Standards, amendments to standards and new interpretations, which are 

not in force, and are not implemented in these financial statements earlier: 

(Cont.) 

(2) (Cont.) 

1. (Cont.) 

   At this stage, the Company's management is unable to estimate the 

effect of implementation of the standard on its financial position and its 

results of operations.   

d) IFRS 13 “Fair Value Measurement” 

The standard replaces the specific provisions of fair value measurement 

in the various international reporting standards, with provisions which 

will be combined into one standard which shall constitute a guide for 

measuring fair value. Accordingly, provisions were set for measuring 

fair value for all of the items measured at fair value in the report on the 

financial position or for disclosure purposes.  

According to the standard, fair value is defined as the amount that 

would have been received from the sale of an asset or the amount that 

would have been paid for transfer of a liability in the ordinary course of 

business between market participants on the measurement date.  

The standard stipulates the various approaches in which it is possible to 

measure fair value and states that use must be made of evaluation 

techniques which make the maximum use of observed market figures. 

In respect of non-financial assets, it was determined that in order to 

measure their fair value the optimal use in their respect must be 

estimated and on the basis thereof, the fair value be evaluated.  

The standard will be implemented by way of “from now on” for annual 

periods commencing on January 1, 2013 or thereafter. Early 

implementation is possible. 

At this stage the Company is not able to estimate the influence of the 

implementation of the standard on its financial position and business 

results.   

e) IAS 28 (2011) "Investments in Associated Companies and Joint 

Ventures" 

 The Standard sets forth the following provisions pertaining to the 

implementation of the equity method: 
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 d. Standards, amendments to standards and new interpretations, which are not in 

force, and are not implemented in these financial statements earlier: (Cont.) 

(2) (Cont.) 

1. (Cont.) 

e) (Cont.) 

 The equity method shall be implemented with regard to both associated 

companies and joint ventures. 

 When an investment in a joint venture is classified as an investment in 

an associated company or vice versa, the rights of the entity in the 

investee are not re-measured. 

 Upon a drop in the rate of the holdings in a joint venture or an 

associated company which does not lead to a termination of the 

implementation of the equity method the investor shall reclassify in 

profit or loss only a proportionate share of the amounts which were 

previously recognized in a different total profit. 

 Part of the investment according to the equity method shall be 

classified as a noncurrent asset which is held for sale, provided that 

such part fulfills the conditions for its classification as such.       

 This Standard shall be implemented by way of a retroactive 

implementation, regarding annual reporting periods commencing on 

January 1, 2013, or thereafter. Early implementation is possible, provided 

that the same will be implemented simultaneously with IFRS 10 

"Consolidated Financial Statements" IFRS 11 "Joint Arrangements" and 

IFRS 12 "Disclosure of Interests in Other Entities". 

 At this stage, the management of the Company is unable to estimate the 

effect of the implementation of the Standard on its financial position and 

business results. 

f) IAS 19 (2011) "Employee Benefits" 

 The Standard modifies the provisions of IAS 19 "Employee Benefits" in its 

current format, in the following aspects: 

 Actuarial profit or loss shall be attributed to other total profit and not be 

classified on a later date as profit and loss. Accordingly, the 

alternatives of the attribution of the actuarial profit or loss to profit and 

loss, immediately or in accordance with the corridor method , were 

cancelled. 
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 d. Standards, amendments to standards and new interpretations, which are not in 

force, and are not implemented in these financial statements earlier: (Cont.) 

(2) (Cont.) 

1. (Cont.) 

f) (Cont.) 

 Interest revenues due to an asset of a defined benefit plan shall be 

recognized on the basis of the capitalization rate of the liability and not 

according to the expected return on the assets. 

 Short term employee benefits shall include benefits which are expected 

to be fully discharged after 12 months shall have lapsed from the end of 

the year in which the entitling service shall have been provided by the 

employee. 

 Benefits due to termination as a result of an offer to encourage 

voluntary retirement shall be recognized as a liability on the date on 

which the reporting entity is unable to withdraw the offer.     

The Standard shall be implemented by way of a retroactive implementation, 

other than exceptions as specified in the Standard for annual periods 

commencing on January 1, 2013, or thereafter. Early implementation is 

possible. 

At this stage, the management of the Company is unable to estimate the 

effect of the implementation of the Standard on its financial position and 

business results. 

g) Amendment of IAS 1 (Amended) "Presentation of Financial 

Statements" (regarding the presentation of the other total profit 

items in the total profit report) 

 The amendment determines that items which are included in other total 

profit shall be separated and presented in one of the two groups: 

 Items which will be classified in the future as profit and loss. 

 Items which will not be classified in the future as profit and loss. 

 In addition, the amendment determines that in the event that the other total 

profit items are presented before tax effect, the tax effect shall be presented 

separately in respect of each one of the groups. The amended shall be 

implemented by way of a retroactive implementation, for annual periods 

commencing on January 1, 2013, or thereafter. Early implementation is 

possible.    
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e. Reclassification: 

(1) In the financial figures as of June 30, 2010, deferred tax asset balances in the 

sum of NIS 38,809 thousand were reclassified against the deferred tax liability 

balance to correctly reflect the deferred tax balances which may be offset.  

(2) In the statements of cash flows a sum of NIS 10,736 thousand and a sum of NIS 

6,124 thousand for six-month period and for three-month period that ended in 

June 30, 2010, respectively were reclassified from income tax paid in current 

operations to investment activities. 

(3) In the financial figures as of June 30, 2010, balances as specified below were 

reclassified. In order to reflect changes in the fair value of the assets and 

liabilities and non-controlling interests due to the update of the initial valuation 

which was included in the condensed consolidated interim financial statements 

as of June 30 2010 pursuant to the purchase of shares of Via Maris Group and a 

rise in the holdings rate of the Group in Via Maris Group to 72.1%. 

 
 As of June 30, 2010 

 

As 
previously 
reported 

Effect of 
classification 

As 
reported 
in these 
financial 

statements  

 
NIS  in 

thousands 
NIS  in 

thousands 
NIS  in 

thousands 

Assets    

Investments and loans  77,,117 7,7  77,,111 
    
Long-term receivables in respect of franchise 

arrangement  777,71, (7,,1,1)  7,1,7,1 
    

Intangible assets  7,1,117  ,,1,,  77,,,71 
    

Deferred tax assets (*) 71,111 (1,111)  71,,11 

    

Liabilities    

Other payables  7,1,7,1 (1,1,7)  7,,,11, 
    

Credit from banks and other credit providers  7,11,,7,1 (7,117)  7,117,,1, 
    

Deferred income taxes 

 

(*)7,711,71, (1,171)  7,111,1,1 
    

Non-controlling interests  ,77,,77 (7,77,)  ,71,,71 

    

(*) the balance is presented after the reclassification specified in Section e(1) 

above.   
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 f. Rates of exchange and linkage basis: 

(1) The balance of foreign currency or linked to it, are included in the financial 

statements according to the representative rates of exchange published by the Bank 

of Israel and which were in force on the balance sheet date. 

(2) Balances linked to the consumer price index are presented according to the last 

known index on the balance sheet date (index of the month prior to the month of the 

date of the financial statements) or according to the index for the last month of the 

period of report (the index for the month of the month of the date of the financial 

statements) according to the terms of the transaction. 

(3) The following is data on the significant rates of exchange and the index: 

 
 Representative rate of exchange of Israeli index 

  

Euro 

Canadian 

dollar 

 

US dollar 

 

“For” 

 

“Known” 

 (1 euro 

 = NIS) 

(1 Can dollar 

 = NIS) 

1 US dollar 

 = NIS) 

Basis  

1993 

Basis 

1993 

Date of the financial statements:     

As of June 30, 2011 4.944 3.533 3.415 216.27 215.44 

As of June 30, 2010 4.757 3.689 3.875 207.56 206.97 

As of December 31, 2010 ,.171 7.777 7.7,1 177.,1 171.11 

      

Rates of change for the period 

of: 

% % % % % 

6 months ended:      

On June 30, 2011 4.35 (0.62) (3.78) 2.17 2.16 

June 30, 2010 (71.71)  1.71 1.,7 1.,1 1.71 

      

3 months ended       

On June 30, 2011 (0.11) (1.70) (1.90) 1.46 1.27 

On June 30, 2010 (,.,1)  7.1, ,.7, 7.77 7.7, 

      

For the year ended: 

On December 31, 2010 (71.1,)  (7.77)  (7.11)  1.,, 1.11 
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The following is additional information to the statement of cash flows regarding transactions which are not in cash: 

 

 

 

 
  

For the period of six months 

ended June 30 

For the period of three months 

ended June 30 

For the year ended 

December 31,  

 2011 2010 2011 2010 2010 

 NIS thousands NIS thousands NIS thousands NIS thousands NIS thousands 

 Unaudited Unaudited  

Transactions not in cash:      

Payables for the purchase on credit of non- 

current assets 54,129  71,171  54,129  71,171   77,717  

Receivables for the sale on credit of fixed 

assets and investment property -  ,17  -  ,17   -  

Payables in respect of the acquisition of 

shares in a consolidated company  -   -   -   -  ,,117 

Payables for purchase of non-controlling 

interests 410  7,71,  410  7,71,   -  

Payable for issue expenses  -   7,111  -  7,111   -  



AZRIELI GROUP LTD. 

Notes to the condensed consolidated financial statements 

as at June 30, 2011 

(Unaudited) 

 

Note 4 – Contingent liabilities 

 -26- 

Following are details regarding new claims received, claims which were ended and significant 

changes in claims, in so far as such exist. In the remainder of the claims there was no significant 

change as of the audited financial statements as of December 31, 2010 (see Note 36 of the annual 

financial statements)  

a. Claims against Sonol of IDF disabled who operate fuel stations in the framework of 

an arrangement between the disabled and the Ministry of Defense, the Israel Lands 

Administration and the fuel companies: 

 IDF disabled who operate fuel stations filed claims against Sonol, as specified in Note 36a 

of the annual financial reports. In March 2011, an additional claim for declaratory relief 

was filed. The management of the Company is in the opinion, based on the estimation of 

Granite management which relies on Sonol’s legal advisors, that the prospects of the claim 

are estimated at less than 50%. 

 

b. Claims filed against Sonol (other than by IDF disabled) claiming a restrictive 

arrangement: 

 

 Claims were filed against Sonol (other than by IDF disabled) claiming a restrictive 

arrangement, as specified I Note 36b of the annual financial statements. In one of the 

claims the claim for dispossession was dismissed with prejudice, without costs, and what 

remains is to receive a judgment in the monetary claim only. The management of the 

Company estimates, based on Granite's management and Sonol's legal advisors, that the 

prospects of the monetary claim are estimated at less than 50%.     

 

c. Class actions: 

 

 Motions for class actions were filed against the Group’s companies, as specified in Note 

36c of the annual financial statements. 
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The Parties Amount of the Claim Nature of the Claim Prospects of the Claim 

1. Claim against 

Sonol 

A claim in the amount of approx. NIS 

11 together with a motion for class 

certification in the amount of NIS 105 

million 

A claim against Sonol and its consolidated company regarding charging 

additional payment allegedly due to full service fuelling although the fuelling 

was made through automatic fuelling devices (“Dalkan”) in self service 

pumps.  

In April 2011, the court approved a 

settlement agreement in the claim which 

does not have a significant effect on the 

results of operation of the Company. 

2.Claim against 

Sonol and 

other fuel 

companies 

The personal claim of the Plaintiff 

against Sonol alone is in the amount of 

NIS 585 and the amount of the class 

action in respect of Sonol is in the 

amount of approx. NIS 65 million. 

Claim and motion to recognize it as a class action since October 2009, 

subject matter of which is the sale of mineral water bottles in fuelling stations 

next to the fuelling pumps, claiming that fuel vapour penetrates the plastic 

packages of the water bottles, contrary to the manufacturers’ instructions and 

through violation of tortious provisions and the provisions of the Consumer 

Protection Law, 5741-1981. 

In June  2011 the court approved the 

settlement agreement between the parties. 

The settlement does not have a material 

effect on the business results of the Group. 

3. Claim against 

Granite, Sonol 

and other fuel 

companies 

A motion for class certification of 

November 2010 in the total estimated 

sum of approx. NIS 2.9 billion. 

The motion concerns the claim that the fuel companies are violating the 

provisions of the Deposit Law by refusing to return the deposit fees paid for 

the beverage containers that were purchased at the convenience stores which 

are situated at the various gas stations. In addition, the motion includes a 

claim whereby the convenience stores charge V.A.T. also on the deposit fee 

component, contrary to the law.  

In June 2011, a motion of the petitioner to 

withdraw the motion for class certification 

which was sanctioned as a judgment was 

approved. In addition it was ruled that the 

personal claim will be dismissed without 

prejudice. 



AZRIELI GROUP LTD. 

Notes to the condensed consolidated financial statements 

as at June 30, 2011 

(Unaudited) 

 

Note 4 – Contingent liabilities (contd.) 

 -28- 

 

4. Claim 

against 

Sonol and 

other fuel 

companies 

The remedy claimed is a declaratory 

remedy, to instruct the fuel companies 

to cease collecting charges for fuel not 

provided, as well as a monetary 

remedy in an amount of NIS 124 

million, while Sonol’s pro rata share 

is approx. NIS 24 million. 

A claim and motion for class certification since October 2009, 

in respect of a charge collected by the fuel companies upon the 

fuelling through automatic fuel pumps, while the meter 

commences operation and charging of the customers prior to 

fuel going out of the pump. The Plaintiff claims that such 

conduct constitutes breach by the fuelling companies of their 

undertakings towards their customers and of the provisions of 

the Competition Promotion Law, and committed several 

tortious wrongs. 

The Company estimates, based on the estimate of Granite 

which relies on Sonol’s legal advisors, the chances that the 

motion for class certification will be granted are higher than 

50%. From an inquiry performed by  an expert, it appears that 

insofar as class certification shall be granted, and it shall be 

determined that damage had been caused for which Sonol is 

charged to compensate for, the amounts by which it would be 

charged are not material.  

5. Claim 

against 

Sonol and 

other 

fuelling 

companies 

Motion for class certification from 

December 2010 in an aggregate 

amount estimated at approx. Nis 66.7 

million. 

The subject matter of the motion is in the claim that the 

fuelling companies breached and continue to breach the 

provisions of Sections 2 to 4 of the Consumer Protection Law 

5741-1981, by misleading the consumer public in respect of the 

nature, quantity and quality of the fuels that they sell, and by 

not publicizing the fact that the fuels sold thereby are sold at 

the environment’s temperature, while upon their purchase they 

are calculated according to a temperature of 15°C. According 

to their claim, the fuelling companies unduly received money 

for a product which they sold while misleading consumers, 

therefore, they had unjustifiably enriched, contrarily to the 

provisions of Section 1 of Unjust Enrichment, 5739-1979. 

The Company's management estimates, based on the 

estimation of Granite’s management which relies on the legal 

advisors of Sonol, in spite of the preliminary stage in which 

the proceeding is in, that the prospects for granting the 

motion for class certification is lower than 50%.  

6. Claim 

against 

Sonol and 

other fuel 

companies 

Motion for class certification from 

January 2011 in an amount of approx. 

NIS 200 million.  

According to the Plaintiffs’ claim, the companies breached the 

law in all matters pertaining to water contamination and caused 

the contamination of underground water and damage. The 

claim was filed following an indictment filed against the 

Company and 3 other fuel companies. 

The Company's management estimates based on the 

estimation of Granite’s management which relies on Sonol’s 

legal advisors, the prospects of the claim are estimated at less 

than 50%.  
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7. Claim 

against Sonol 

Claim and motion for class 

certification from March 2011 at an 

overall amount estimated by the 

Plaintiff at approx. NIS 899 million.  

The subject matter of the claim is the claim of a “Dalkan” 

customer that Sonol had collected therefrom (and from others 

fuelling through the Dalkan system) a price for diesel oil which is 

higher than that which was customary in the stations and bound 

the Dalkan customers, and therefore, they are entitled to 

reimbursement of funds from Sonol. 

The Company estimates, based on the estimation of Granite’s 

management which relies on Sonol’s legal advisors, at the 

preliminary stage in which the proceeding is at, it is not 

possible to estimate the chances of the motion for class 

certification. 

8. Claim 

against Sonol 

and other 

fuel 

companies 

A claim and a motion for class 

certification of October 2010 in the 

total sum of approx. NIS 1.2 billion. 

The action concerns the claim that the fuel companies engaged 

with station owners in prohibited restrictive arrangements which 

prejudice competition in the fuel industry and prevent reduction 

of the fuel price for end-consumers and the competitors’ ability 

to effectively enter the market. 

The Company's management estimates, based on an estimate 

of Granite’s management, which is based on the legal 

advisors of Sonol, that the chances of the claim are less than 

50%. 

9. Claim 

against Sonol 

A claim and a motion for class 

certification of April 2011 in the 

amount of NIS 33.6 million. 

The action concerns the petitioner’s claims that Sonol charges 

customers who are bound therewith in a Dalkan agreement a 

payment due to “night”, “Sabbath” or “holiday” additions, also 

when these customers use in self service pumps and without 

being served by the station’s workers, and this in contrast to 

"random" customers who use self service. 

The Company's management estimates, based on the estimate 

of Granite's management which is based on Sonol’s legal 

advisor, that at the proceeding’s current preliminary stage it is 

impossible to assess the chances of the claim. 

10. Claim 

against 

Supergas 

A claim and a motion for class 

certification against Supergas and a 

subsidiary of Supergas of June 

2010, in the sum of approx. NIS 

168 million.  

The action concerns a claim that Supergas collected a fee from 

customers who pay the gas bill through the bank, contrary to the 

provisions of the law.  

 In July 2011, after it had been clarified to the petitioner’s 

attorney that a motion for class certification in a similar cause 

had been rejected, the petitioner filed an agreed motion for 

abandonment of action and of the certification motion, with 

no order for expenses. The court granted the motion.  
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11. Claim 

against 

Supergas and 

other gas 

companies  

A claim and a motion for class 

certification from December 2003 

in the total estimated sum of 

approx. NIS 1 billion.   

Motion for class certification claiming that between 1994 and 

2003 there were restrictive arrangements in the field of the 

private gas market and the commercial gas market. 

The parties are in the midst of advanced negotiations for 

entering another amended settlement agreement and 

accordingly, the Company estimates, based on an estimate of 

Granite’s management, which is based on the legal advisors of 

Supergas, that the chances that the parties will reach another 

settlement agreement  exceeds 50%. The Company's 

management estimates, based on an estimate of Granite's 

management, which is based on Supergas's management, that 

the provision which was included in the financial statements is 

fair and sufficient.  

12. Claim 

against 

Supergas and 

other gas 

companies 

A claim and a motion for class 

certification thereof of November 

2008,  in an amount of approx.NIS  

62 million. No specific amount was 

attributed to Supergas, however, 

according to an arithmetic 

calculation it may be assumed that 

the subject matter is approx. NIS 

5.5 million. 

 Motion for class certification due to supposed illegal collection 

of various charges from customers.  

Following a trial arrangement that the parties have reached, 

some of the causes of action were removed with the approval of 

the court. In respect of the remaining causes of action, pertaining 

to the cost of the arrears interest and rounding up the meter, the 

parties signed a settlement arrangement which was filed to the 

court. In January 2011 a press release was published in respect 

of the settlement arrangement. Following the notice of the 

Attorney General of his objection to the settlement arrangement, 

a hearing took place in June 2011 before the court in which the 

objection of the Attorney General to the settlement agreement 

was dismissed. The parties are now awaiting the court decision 

in respect of approval of the settlement agreement. The said 

settlement arrangement will not have a material effect on 

Supergas’ results. 

 



AZRIELI GROUP LTD. 

Notes to the condensed consolidated financial statements 

as at June 30, 2011 

(Unaudited) 

 

Note 4 – Contingent liabilities (contd.) 

 -30- 

 

13.  Claim 

against the 

Supergas 

 A claim and a motion for class 

certification from September 2010 

thereof against Supergas and a 

subsidiary of Supergas in the sum of 

approx. NIS 30 million. 

The action concerns a claim for non compliance with the 

provisions of law in respect of providing a free phone service for 

Supergas customers. 

The parties are holding negotiations for ending the motion for 

certification and the action through settlement. The parties 

reached principle agreements in respect of the settlement 

arrangement of which cost is not material to Supergas.  

The Company’s management estimate, basd on the estimate of 

Granite’s management which relies on Supergas’ legal advisors, 

that there is reasonability which exceeds 50% that the parties 

will reach a settlement as aforesaid and that the arrangement 

will be approved by the court (subject to changes that may be 

moved for within the framework of the proceeding). 

14.  Claim 

against 

Supergas and 

other gas 

companies 

Claim and a motion for class 

certification from November 2010 

against Supergas and other fuel 

companies in an amount of approx. 

NIS 89.5 million (the share 

attributed to Supergas is approx. 

NIS 27 million). 

The subject matter of the Claim is a claim that there is an 

“indirect” binding between the gas companies and the purchasers 

of apartments in condominiums, as a result of which the 

apartment purchasers are allegedly affected, while paying excess 

funds beyond the amount customary under terms of competition 

both for the initial connection and for consumption. 

The Company's management estimates, based on the estimation 

of Granite management which is based on Supergas’ legal 

advisors, the probability that the motion for class certification 

be dismissed is higher than 50%.  

15. Claim 

against 

Supergas and 

other gas 

companies 

Claim and motion for class 

certification from February 2011 

against Supergas and other gas 

companies in an amount which has 

not been quantified yet.  

The Claim concerns a claim that the gas companies market to 

their customers LPG at a temperature and atmospheric pressure 

that are higher than the terms under which, as argued, the gas 

companies purchase the LPG and/or the terms under which the 

LPG must be sold according to international trade standards, and 

therefore, according to the plaintiffs’ claim, the gas companies 

sell a product which is inferior to the product which they 

purchase, contrarily to the Consumer Protection Law, and 

thereby unjustifiably enrich themselves, according to the 

plaintiffs’ claim. 

The Company's management estimates, based on the estimation 

of Granite’s management which is based on the legal advisors 

of Supergas, it is not possible at this preliminary stage to 

estimate the prospects of the claim.  
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16. Claim 

against 

Supergas 

Claim and motion for class 

certification against Supergas from 

March 2011 in the amount of 

approx. NIS 42 million.  

The claim concerns the argument that the gas companies, 

including Supergas, methodically breach the provisions of 

Section 8 of the Order for Stability of Prices of Goods and 

Services (Temporary Order) (Maximal Prices for Oil Products), 

5756-1996 and charge their customers for services provided 

thereby to customers, in addition to the charge in respect of the 

gas supply, and thereby breach a statutory duty and unjustifiably 

enrich on account of the customers. 

In July 2011 the Claim was dismissed for neglect to prosecute.  
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d. Other claims 
 

The parties Amount of the Claim Nature of the Claim Prospects of the Claim 

1.  Claim against 

Sonol 

NIS 18 million A claim against Sonol for the alleged breach of a lease 

agreement. This claim was filed following a claim of Sonol 

against the Plaintiffs in the amount of NIS 4 million.  

 

In July 2011 Sonol’s claim was dismissed and the claim against 

thereto was partially granted, and accordingly, Sonol paid NIS 

2 million plus interest and linkage differentials. 

2. Claim against 

Sonol 

A claim against Sonol from June 

2010 for monetary relief in the 

amount of approx. NIS 9 million.  

A financial claim in respect of various amounts that, according 

to the plaintiff, Sonol owes it. In view of a judgement in a claim 

of Sonol against the plaintiff, which constitutes res judicata in a 

way which compels the denials of the vast majority of the 

plaintiff’s arguments in the claim against Sonol, the plaintiff 

requested to amend its claim and to file an amended statement of 

claim.   

The Company's management estimates, based on the estimation 

of Granite management’s estimation which is based on Sonol’s 

legal advisors, the propsects of the claim against Sonol are less 

than 50%.  

3.  Claim against 

Sonol 

Claim for declaratory relief in 

respect of the manner of linking the 

lease fees as well as a monetary 

relief in the amount of approx. NIS 

6.7 million. 

The owner of a land on which a fuelling station stands filed a 

claim against Sonol, claiming that Sonol did not comply with its 

obligation to pay the Plaintiff linkage differential for lease fees 

at the fuelling station, contrarily to the contractual system 

between the parties.  

The parties signed a letter of agreement according to which 

Sonol paid the plaintiff for linkage differentials until September 

2011. The amount paid does not materially exceed the amount 

in the provision. In addition, the parties are holding 

negotiations for settlement in respect of a future linkage 

mechanism for the lease fees. 

4.  Claim against 

Sonol. 

Approx. NIS 18 million. In March 2011 a claim for monetary relief was filed against 

Sonol by a company with whom an agreement was signed for the 

construction and operation of a fuelling station, claiming that 

Sonol had breached the agreement therewith.  

The Company's management estimates, based on the estimate 

of Granite's management, relying on Sonol’s legal advisors, at 

this preliminary stage the prospects of the claim are estimated 

at less than 50%.  
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5. Municipality 

against  

Supergas 

Municipality demands in the 

amount of approx. NIS 68 million 

from 2011 

Supergas filed an appeal for a building permit by virtue of 

National Outline Plan 32 c for above ground concealing of gas 

tanks. As a precondition for issuance of the permit,, the local 

committee and the municipality sent demands for payment on 

three issues:  

Use fees at a sum total of approx. NIS 4.5 million; fees and 

development levies in the amount of approx. Nis 4 million; 

betterment levy in the amount of approx. NIS 59 million.  

The  Company’s management estimates, based on the 

estimation of Granite’s management relying on Supergas’ legal 

advisors, even though Supergas denies the demand for 

betterment levy, it is not possible to quantify the chances of the 

claim for betterment levy and the monetary scope of the 

liability for such levy, if prescribed.  

In respect of the fees and development levies – it is possible to 

estimate at a probability higher than 50% that the liability to 

remain, if any, will be much lower than the requested amount, 

but at this stage it is early to estimate the monetary scope 

thereof.  

In respect of the usage fees demand – at this stage it is not 

possible to estimate the chances of the demand and the 

monetary scope thereof, if liability shall be determined. 

It shall be stated that the demands for betterment levy and fees 

and development levies, are not imposed on Supergas, so that if 

it shall withdraw the appeal for a permit, no monetary liability 

on that matter shall apply thereto. 

6. Arbitration 

proceeding 

against   

G.E.S 

Approx. $1.5 million (and a claim 

on behalf of G.E. S in the amount of 

approx. NIS 4 million) 

An arbitration proceeding between G.E.S. and a third party in 

respect of a contractual system which addresses the construction 

of two water treatment facilities in the US. 

The  Company’s management estimates, based on the 

estimation of Granite’s management relying on GES legal 

advisors, at this stage it is early to estimate the chances of the 

claim against GES although on the face of things it seems that 

GES will not have to bear economic resources (insofar as they 

shall be charged against it) since such (if any) are expected to 

be set off GES’s claim. 

7. Claim against 

Nitron 

Chemtech 

and former 

officers 

Approx. NIS 6 million (in the 

context of a counterclaim from 

April 2011 in a claim of Nitron 

against the Plaintiff in the amount 

of NIS 4 million, for enforcement 

[and] declaratory relieves and a 

perpetual injunction. 

Claim for alleged damage caused to the counter-plaintiff due to 

alleged non-compliance of Nitron with the agreement therewith.  

The Company's management estimates, based on the estimation 

of Granite’s management in reliance on Nitron’s legal advisors 

that in light of the preliminary stage in which the proceeding is 

at, it is not possible to estimate the prospects of the claim. 

 

e. Claims and debt demands from local municipalities (mostly legal and in insignificant amounts) arising from the ordinary course of 

business have been submitted against Group companies. 

 

f. In the opinion of company management, the provisions made to settle the outcome of the claims outlined above are fair. 
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A. In May 2011, the Company won the tender on behalf of the Israel Land 

Administration for the purchase of the long-term lease rights in the lot in the Southern 

part of the Kirya in Tel Aviv (in the area of approximately 9.4 dunam, the "Lot").  

 The Lot is designated for the construction of an office and commercial project in the 

scope of approximately 125 thousand sqm of above ground built-up area (gross) and 

approximately 61 thousand sqm of underground floors. In consideration for leasing 

the Lot for a period of 49 + 49 years, the Company paid the Israel Land 

Administration a total amount of approx. NIS 522 million (not including VAT) and 

approx. NIS 39 million for development expenses.  

In the tender documents the Company undertook to complete the establishment of the 

project within 60 months, some of the work, it undertook to complete within 36 

months. 

As of the date of the report, the Company intends to finance the purchase of the Lot 

and construction from the Company's independent sources and/or through bank 

financing. In addition, in respect of the purchase the Company paid in July 2011 a 

purchase tax in the amount of approx. NIS 27 million.            

B. Purchase of Land in Ramla 

In January 2011, a consolidated company executed an agreement for the acquisition 

of the rights in a lot of an area of approximately 31,650 sqm in Ramla, which 

constitutes part of the area known as the Gindi City Project (the “Sale Agreement” 

and the “Lot”) from Gindi Project Investments 2006 Ltd. (the “Seller”). 

In consideration for the Lot, the consolidated company undertook to pay NIS 100 

million (plus V.A.T). (the “Consideration”).  

The transaction was closed  in May 2011. All of the Consideration was paid while 

only part of it is held in deposit in escrow for securing the issuance of the tax 

certificates and the performance of the transfer of rights by the Seller. 

In June 2011, the consolidated Company paid a purchase tax in the amount of NIS 5 

million. 

The Lot is designated for the construction of a mall of a gross area of 31,500 sqm 

(main areas and service areas). 

As of the date of the report, the consolidated company financed the purchase of the 

Lot through financing from the Company and it intends to finance the construction 

through bank financing and/or financing from the Company.  
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C. Purchase of Three Office Towers in Houston, Texas, USA: 

In February, 2011 Three Galleria Office Buildings, LLC., a U.S. company indirectly 

held at the rate of 90% by the Company (the “Purchaser”) closed with a third party 

(the “Seller”) a purchase of three office towers in Houston, U.S. (the “Agreement”), 

all as specified below:  

(1) The Purchased Properties 

Pursuant to the Agreement, the Purchaser purchased all of the rights in three 

towers used for offices, of a total area of approx. 99,000 sqm (1,065,789 sqf) 

(with no additional building rights), located in the Galleria area in Houston, 

Texas, USA, which constitute part of a complex which includes commercial 

areas, two luxury hotels and parking lots (in the legal structure of a 

condominium). Approximately 3,774 parking spaces serve the towers 

according to a long-term agreement with the owners of the commercial 

property which constitutes part of the condominium structure which was 

assigned to the Purchaser.  

(2) The Consideration 

The consideration for the properties was a total sum of U.S. $176 million, 

from which the sum of approx. U.S. $22 million was offset and deposited in 

escrow in respect of existing liabilities of the Seller to existing lessees and to 

brokers which the Purchaser has assumed.  

(3) Financing of the Purchase 

The purchase was financed through a (non recourse) loan in the sum of U.S. 

$130 million and the balance through equity. The interest on the loan is fixed 

interest at the rate of 5.998%. The loan is for a period of 10 years, with only 

interest being paid in the first year, and thereafter principal + interest 

according to amortization of 30 years.  

In order to secure the loan, the Purchaser pledged the Purchased Properties 

and all of the related rights deriving therefrom. In addition, the Company 

provided a limited guarantee in the sum of approx. U.S. $5 million, 

exercisable only in several specific cases defined in the loan agreement, and 

the Company undertook to indemnify the financer for its damage in the event 

of certain breaches of the Purchaser’s undertakings in the loan agreement.  

(4) Brokerage Fees 

In respect of location of the property, initiation and promotion of the 

transaction, the Company paid initiation and brokerage fees in the sum of 

approx. U.S. $1.4 million. 
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C. Purchase of Three Office Towers in Houston, Texas, USA: 

(5) Agreement for the management of the Purchased Properties, the partners 

in the Purchaser 

The remaining 10% of the rights in the Purchaser are indirectly held by the 

owners of the management company (the “Partner”).  

The Company provided the Partner with a loan in the sum of approx. U.S. $2.5 

million to finance part of the Partner’s share in the capital required for the 

purchase (the “Partner’s Loan”). The Partner’s Loan will be repaid to the 

Company within three years, in three equal instalments to be paid each year, 

plus annual interest at the rate of 6.998% per annum. In order to secure the 

Partner’s Loan, it pledged its rights in the Purchaser in favour of the 

Company, including its rights to receive distributions therefrom, and provided 

a personal guarantee. 

As of the date of approval of the financial statements, the Partner repaid the 

aforesaid loan. 

In addition, the Purchaser engaged with the management company in an 

agreement for the management of the purchased properties, in consideration 

for a management fee at the rate of 2.25% of the gross income from the 

purchased properties. The management agreement further determines that each 

party may terminate the management agreement at any time by advance notice 

of 30 days.  

(6) In these financial statements, the fair value of the purchased properties was 

determined by an appraisal of an independent appraiser (which was done in 

the first quarter of 2011) in the sum of approx. U.S. $183 million (NIS 637 

million). 

D. Appointment of an Active Deputy to the Chairman of the Company’s Board of 

Directors: 

On January 16, 2011, the Company’s board of directors approved, after the approval 

and recommendation of the Company’s audit committee, that Mr. Menachem Einan, 

the former CEO of the Company (“Mr. Einan”) be promoted and appointed as active 

deputy to the chairman of the Company’s board instead of his position as the 

Company’s CEO. In such position, Mr. Einan will be deemed as one of two deputies 

to the board’s chairman who the board may elect, as stated in the Company’s articles 

of association, in addition to Ms. Danna Azrieli who has served, as of the date of this 

report, as an active deputy chairperson to the chairman of the board since June 2010. 

Mr. Einan will be responsible, in his new position, for the strategic fields related to 

the continued business development of the Group and realization of its long-term 

vision. The appointment took effect on April 1, 2011. According to a management 

agreement that was signed between the Company and Mr. Einan on March 1, 2010, 

the terms of the management agreement with Mr. Einan shall remain in effect.  
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E. Appointment of the Company’s CEO and approval of the terms of his office: 

On January 16, 2011 the Company’s board of directors approved the appointment of 

Mr. Shlomo Sherf (“Mr. Sherf”) to the position of CEO commencing from April 1, 

2011, as well as the terms of the Company’s engagement in an agreement for the 

provision of management services with a company wholly owned by Mr. Sherf (the 

“Management Company”). 

The Management Company is entitled to a fixed monthly payment of NIS 250,000 

linked to the consumer price index, published on February 15, 2011, and is entitled to 

related benefits, including the provision of a car (Group 7) or, alternatively, the 

Company will bear any and all costs of the expenses of the car purchased by Mr. 

Sherf or by the Management Company (including depreciation) and phones. 

In addition, the Management Company is entitled, once a year, to annual 

remuneration in the sum of NIS 1,000,000 to be paid in two semi-annual instalments. 

Such amount will be linked to the consumer price index.  

Similarly to the terms of the Company’s existing phantom units allotment plan, in 

April 2011 the Management Company was granted 284,527 phantom units of a total 

value of NIS 9 million according to a base price determined according to an average 

share price in March 2011, which was NIS 98. 

The management agreement is for a period of three years from the date of the 

agreement’s taking effect (the “First Period”) and will automatically be renewed for 

one year each time.  

Each one of the parties to the agreement will be able to terminate the agreement, at its 

discretion, by advance written notice to be delivered to the other party 6 months in 

advance.  

In addition, the Management Company will be entitled to adjustment compensation in 

an amount equal to 3 monthly payments.  

In the event that termination of Mr. Sherf’s office shall be at the Company’s initiative, 

Mr. Sherf will be entitled to adjustment compensation as follows:  

(1) Should the notice be given during the First Period - an amount equal to 6 

monthly payments.  

(2) Should the notice be given after the First Period – an amount equal to 12 

monthly payments.  

The aforesaid notwithstanding, Azrieli Group will be entitled to terminate the 

agreement immediately without advance notice and without payment of the 

consideration in respect of advance notice or adjustment compensation, upon the 

occurrence of one of the following:  

(1) The Company and/or the manager shall have been convicted of a criminal 

offense involving moral turpitude. 
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(2) The Company and/or the manager shall have committed a fundamental breach of 

the fiduciary duty to the Azrieli Group.  

F. On March 29, 2011 the Company’s board of directors decided upon the distribution of 

a dividend in the sum of NIS 240 million (reflecting NIS 1.98 per share), which was 

paid on April 27, 2011. 

G. On June 7, 2011, Granite (a subsidiary) distributed to the shareholders thereof a 

dividend in the amount of NIS 15 million after the approval of Granite's board of 

directors dated May 18, 2011. The part of the non-controlling interests in the dividend 

amounted to the sum of approx. NIS 5.9 million. 

H. After receipt of the approval of the audit committee and the Company’s board of 

directors dated June 28, 2011, the general meeting approved an amendment to the 

wording of the exemption and indemnification letters that the Company had granted 

and still grants to the officers and directors in the Company, including to the officers 

and directors in the Company who are deemed as controlling shareholders and/or that 

the controlling shareholders of the Company have a personal interest in their grant, as 

shall serve from time to time, in order to adapt them to the provisions of Section 56(h) 

of the Securities Law in a manner that they shall include an undertaking for 

indemnification for payments to parties affected by breach and expenses in respect of 

administrative enforcement proceedings including reasonable litigation expenses.  
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a. General: 

The Company has adopted IFRS 8 "Segmental Operations" (hereinafter: "IFRS 8"). 

According to the provisions of the Standard, operating segments are identified on the 

basis of the internal reporting about the Group's components, which are regularly 

reviewed by the Chief Operations Decision Maker of the Group in order to allocate 

resources and evaluate performances of the operating segments. 

The Company's business operations mainly focus on the income- producing property 

segment in Israel, where most the Group's business operations is in the commercial 

centers and malls segment, mainly in Israel, and in the office and other space for lease 

segment, mainly in Israel. In addition the Company is engaged through its holdings in 

Granite Hacarmel in other fields of operations, which include the fields of paint and 

construction finishing, energy, water and the environment. 

The following are the details of the Company's operating segments: 

Segment A' – commercial centers and shopping malls 

Segment B' –office and other space for lease segment 

Segment C' – Granit Hacarmel 
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 b. Operating segments: 
 For the period of six months ended June 30, 2011 (unaudited) 

 Commercial 

centers and 

shopping 

malls 

Office and 

Other 

Space for 

lease 

Granite 

Hacarmel Adjustments  Consolidated 

  NIS in thousands 

Revenues:      

Total revenues from outsiders  711,717   111,171   7,117,111  ,,1  7,,71,111  

Total segment expenses  ,1,11,   ,1,177   1,11,,7,,  7,  7,171,771  

Segment income  771,111   77,,111   717,117  ,71  711,,17  

Net income (loss) from adjustment of fair 

value of investment property and investment 

property under construction  117,777   17,171  (71,)  -  77,,7,7  

      

Non-attributed expenses     (7,,177)  

Financing expenses, net     (117,111)  

Other revenues, net      71,7,7  

The Company's share in the results of 

associated companies, net of tax     (1,11,)  

      

Income before taxes on revenues      ,,,,1,,  

      

Additional information:      

Segment assets (*)  1,111,1,7   ,,111,111   7,11,,,,1  -  71,117,11,  

Unallocated assets (**)      7,1,7,111  

Total consolidated assets      11,,,,,11,  

      

(*) The total sum of the properties of the office and other space for lease segment, as of June 30, 2011, is 

approx. NIS 4.9 billion, compared to approx. NIS 3.7 billion on December 31, 2010. The difference derives 

mainly from the acquisition of the office towers in Texas and land in South Hakirya, as clarified in Note 5 of the 

financial statements. 

(**) Mainly financial assets held for trade in the sum of approx. NIS 1,281 million and available for sale 

financial assets in the sum of approx. NIS 1,637 million 
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 For the period of six months ended June 30, 2010 (unaudited) 

 Commercial 

centers and 

shopping 

malls 

Office and 

Other 

Space for 

lease 

Granite 

Hacarmel Adjustments Consolidated 

  NIS in thousands 

Revenues:      

Total revenues from outsiders  7,7,171   7,7,,17   1,,17,171   -   7,77,,711  

      

Total segment expenses  ,7,,11   77,177   1,7,7,111   -   1,,71,17,  

      

Segment income  111,777   777,,11   ,7,11,   -   ,1,,177  

Net loss from adjustment of fair value of 

investment property and investment 

property under construction (1,771)  (71,717)  (1,717)   -  (11,17,)  

      

Non-attributed expenses     (71,177)  

Financing expenses, net     (71,,711)  

Other revenues, net     1,,111 

The Company's share in the results of 

associated companies, net of tax     (1,171)  

      

Income before taxes on revenues     111,11, 

      

Additional information:         

Segment assets 1,,7,,7,1  7,7,1,7,7   ,,111,,11)**(  - 7,,117,177 

Unallocated assets(*)     7,11,,711 

Total consolidated assets      71,177,111  

      

(*) Mainly financial assets held for trade in the sum of approx. NIS 918 million and financial assets available for 

sale in the sum of approx. NIS 1,444 million. 

(**) Reclassified (see Note 2.e). 
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 For the period of three months ended June 30, 2011 (unaudited) 

 Commercial 

centers and 

shopping 

malls 

Office and 

Other 

Space for 

lease 

Granite 

Hacarmel Adjustments  Consolidated 

  NIS in thousands 

Revenues:      

Total revenues from outsiders  092,857   005,384   0,530,040   230   0,828,502  

Total segment expenses  33,292   26,446   0,480,207  07  0,539,972  

Segment income  059,565   78,938   49,824   203   288,540  

Net income (loss) from adjustment of fair 

value of investment property and investment 

property under construction  272,755   66,370  (576)   -   338,549  

      

Non-attributed expenses     (06,709)  

Financing expenses, net     (070,207)  

Other revenues, net      20,724  

The Company's share in the results of 

associated companies, net of tax     (4,877)  

Income before taxes on revenues      456,000  
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 For the period of three months ended June 30, 2010 (unaudited) 

 Commercial 

centers and 

shopping 

malls 

Office and 

Other 

Space for 

lease 

Granite 

Hacarmel Adjustments Consolidated 

  NIS in thousands 

Revenues:      

Total revenues from outsiders  717,171   17,,11   7,777,111   -   7,711,111  

      

Total segment expenses  77,771   77,11,   7,117,,11   -   7,77,,,,7  

      

Segment income  777,111   ,1,7,,   1,,711   -   1,7,1,,  

Net loss from adjustment of fair value of 

investment property and investment 

property under construction (7,,71)  (7,11,)  (117)   -  (71,111)  

      

Non-attributed expenses     (77,11,)  

Financing expenses, net     (771,1,,)  

Other revenues, net      7,,17  

The Company's share in the results of 

associated companies, net of tax     (,,177)  

Income before taxes on revenues      11,111  
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 For the year ended December 31, 2010 

 

Commercial 

centers and 

malls 

Office and 

Other 

Space for 

lease 

Granite 

Hacarmel Adjustments Consolidated 

  NIS in thousands 

Revenues:      

Total revenues from outsiders 171,171 777,117 7,171,,11 ,,1 ,,7,7,111 

Total segment expenses 7,7,117 ,1,1,1  7,11,,111  ,1  7,11,,717  

Segment income ,71,,7, 1,,,71,  711,,11  717  7,171,117  

Net income from adjustment of fair value of 

investment property and investment 

property under construction 117,,11 771,111 (7,111)  - 111,,1, 

      

Non-attributed expenses     (17,111)  

Financing expenses, net     (7,1,111)  

Other revenues, net     71,1,7 

The Company's share in the results of 

associated companies, net of tax     (17,711)  

      

Income before taxes on revenues     7,7,1,1,7 

      

Additional information:      

Segment assets 1,,11,117 7,,1,,111 ,,117,771 - 71,117,711 

Unallocated assets (*)      ,,171,711 

Total consolidated assets     17,7,7,711 

      

(*) Mainly financial assets held for trade in the sum of approx. NIS 2,235 million and available for sale financial 

assets in the sum of approx. NIS 1,790 million.  
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a.With respect to legal claims received after the date of the financial statements, see Note 4 

to the financial statements. 

b. In August 2011, after receipt of the approval of the Company’s board of directors, the 

Company engaged in a contingent sale agreement (the “Sale Agreement”) for the 

purchase of half the rights at the “Ir Yamim” mall in Netanya (the “Mall”) at an area of 

58,060 sqm (the “Sold Property”) from Shikun U Pituach for Israel Ltd. (the “Seller”). 

The other half of the rights in the Mall is held by a third party (the “Partner”). 

Following are the principles of the transaction: 

1. The Mall is at the last stages of construction. As of the date of the report, the Sold 

Property includes a gross commercial area for lease of approx. 24, 000 sqm. As of 

the date of the report, lease agreements have been signed in respect of approx. 68% 

of the commercial area of the Mall.  

2. The performance of the Sale Agreement is contingent upon three conditions – non-

exercise of the refusal right by the Partner, receipt of the approval of the Antitrust 

Commissioner, if required, and receipt fo the consent of Bank Leumi for Israel Ltd. 

(“Bank Leumi”) which provided to the Seller and to the Partner a bank financing 

agreement for building the Mall (the “Financing Agreement”). In addition, the 

Sale Agreement contains representations and warranties of the Seller in respect of 

the rights in the Sold Property and in the Mall.  

3. In consideration for the Sold Property, the Company has undertaken to pay an 

amount of approx. NIS 350 million (plus VAT).  

4. In addition to the sale of future interests expected to be approved within the 

deposited Zoning Plan (the “Deposited Plan”), subject to the approval of which 

will confer rights for increasing the Mall, including commerce and office area, and 

will confer rights for additional areas designated for senior housing. In that respect 

it was determined in the Sale Agreement that on November 15, 2011, the Company 

shall pay an interest bearing advance payment at an annual rate of 7%, in the 

amount of NIS 20 million, in consideration for the Seller’s share in the interests to 

the extent such shall be allocated to the Mall land, according to the Deposited Plan 

(the “Advance Payment”). Insofar as the Deposited Plan will not be approved 

within the dates stipulated in the Sale Agreement, the Seller shall return the 

Advance Payment to the Company together with interest, without derogating from 

its undertaking to pay the additional consideration on the date of approval of the 

Deposited Plan. Insofar that after the Deposited Plan will be approved, it shall be 

found out that the value of the additional rights approved pursuant to the Plan is 

higher than the balance of the Advance Payment, the Company shall pay additional 

consideration.  
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5. The Company intends to finance the costs of purchasing the Sold Property (in 

addition to the credit from Bank Leumi or after payment thereof) from its own 

sources and/or through bank financing.  

6. In respect of the transaction, the Company is expected to pay related expenses 

(including purchase tax and brokerage fees) at a total amount of approx. NIS 20 

million.  
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	After completion of the IPO, the Company manages the balance of the issue proceeds in accordance with the policy announced by the Company in the Prospectus and in an immediate report dated August 29, 2010 (ref. no. 2010-01-601578). According to such policy, the Company deposited the IPO proceeds, in proper dispersion, through engagement with several companies which engage in the fund management sector according to their terms or with regard to some of the funds, by itself. The aforesaid funds will be managed in a diverse manner, for the purpose of risk distribution, whereby the rate of up to 30% of the aforesaid amount will be managed through investment in shares which are traded in the Tel Aviv 100 Index (or, with regard to funds that are managed by overseas portfolio managers, through investment in shares of Canadian companies that are traded in S&P TSX Composite Index on the stock exchange in Toronto, Canada), and the balance will be managed through investments in bonds with investment grade ratings of +BB and above and/or in deposits in financial institutions. As of the date of the report, the Company does not intend to act in financial derivatives in connection with the funds which will be managed as aforesaid, other than for purposes of protection of currency exposure, insofar as it will be decided to perform such protection, according to the Company's discretion. 
	The Group’s income tax expenses in the Report Period, amounted to the sum of approx. NIS 97 million, compared with tax expenses in the sum of approx. NIS 65 million in the same period last year. The increase in the expenses resulted mainly from deferred taxes due to an adjustment of the value of investment property and investment property under construction net of a decrease in the tax expenses due to the increase in the financing expenses.
	Total profit
	The Company’s capital and total profit are also affected by various capital funds, mainly capital funds due to adjustment to the fair value of investments treated as financial assets available for sale.
	Summary of the segment’s business results:
	The NOI figure is one of the important parameters in valuations of income-producing property companies. For details concerning the manner of calculation of this figure, see Section 1.1.2 and 1.1.3 above.
	The increase in the NOI results mainly from an improvement in the revenues of the existing commercial centers and malls and from the acquisition of Azrieli Haifa Mall in 2010. 
	Following is the development of the segment’s NOI (NIS in millions)
	In the Report Period, the NOI increased compared with the same period last year, resulting mainly from an increase in revenues from existing properties and the purchase of Azrieli Haifa Mall at the end of January 2010.
	Profit due to the adjustment of fair value of investment property and investment property under construction of the segment - 
	The profit from the fair value adjustment of investment property and investment property under construction of the segment amounted in the Report Period to the sum of approx. NIS 273 million, compared with a loss of approx. NIS 7 million in the same period last year. The properties in Israel are presented according to the valuations prepared by an independent appraiser as of June 30, 2011. The increase in the valuation resulted mainly from the increase in the rental fees and revaluation of properties under construction. In the third quarter an additional increase in value is expected due to the cancelation of the developer profit for Kiryat Ata and Akko Malls which are expected to be opened to the public during this quarter.
	For details regarding transactions with respect to real estate during the Report Period see note 5 of the financial statement.
	Summary of the segment’s business results (in NIS millions):
	The increase in revenues during the Report Period derives mainly from revenues from office and other space for lease which was added to the Group pursuant to the purchase thereof and/or the finishing of construction and occupation thereof during 2010 and in the Report Period (especially the purchase of office buildings in Texas, Modi'in offices and residences, and Tower E in Herzliya), as well as from an improvement in revenues from existing office space for lease, and the lease of vacant space.
	Following is the development of the segment's NOI (NIS in millions):
	The NOI figure is one of the important parameters in valuations of income-producing property companies. For details regarding the manner of calculation of the figure, see Section 1.1.2 and 1.1.3 above.
	The balance of the Group's investment property in the office and other space for lease segment – amounted on June 30, 2011 to the sum of approx. NIS 4.9 billion, compared with approx. NIS 3.7 billion on December 31, 2010.
	Most of the decrease results from the purchase of office buildings in Texas and the purchase of the Southern Hakirya land (which was partially attributed also to the malls and commercial centers segment).
	Profit from adjustment of fair value of investment property and investment property under construction, of the segment - 
	The profit from the fair value adjustment of investment property and investment property under construction of the segment amounted, in the Report Period, to the sum of approx. NIS 83 million, compared with a loss of approx. NIS 12 million in the same period last year. 
	Most of the increase results from the update of the valuations for the properties in Israel by an independent appraiser as of June 30, 2011. The increase in the valuation resulted from the increase in the rental fees.
	For details regarding transactions with respect to real estate during the Report Period see note 5 of the financial statement.
	The Company’s share (without rights which do not confer control) in the Granite segment results amounted, in the Report Period, to a profit of approx. NIS 15 million, compared with a profit of approx. NIS 9 million in the same period last year.
	Following is a summary of data from Granite’s consolidated statement:  (NIS in millions)
	Summary of Granite's business results: 
	The main increase in Granite's revenues during the Report Period and the Quarter, compared with the same periods last year resulted from: (1) an increase in sales in Sonol mainly  due to the rise in oil prices (2) "Sogood" chain of convenience stores - recorded an increase in sales (3) an increase in the quantities of diesel oil and LPG and price increase in the direct marketing segment (4) an increase in the amounts of paint and related products which were sold and from the new activity in the field of gypsum which began in Q2 of last year (5) an increase in GES resulting from the consolidation, for the first time, of Via Maris since Q2 of last year.
	Gross profit
	Granite’s gross profit amounted in the Report Period to a sum of approx. NIS 568 million, compared with approx. NIS 512 million in the same period last year. An increase at a rate of approx. 10.8% during the Report Period which was influenced mainly by: In Sonol the gross profit increased by approx. NIS 25 million compared with the same period last year. In the fueling and commerce complexes segment the gross profit increased mainly due to inventory profits and due to the increase in the profit from the convenience stores in the Sogood chain. The increase was offset by a decrease in amounts. In the direct marketing field, there was an increase in profit mainly due to an increase in the amounts of diesel oil sold and due to inventory profits. 
	The inventory profits in Sonol totaled at approx. NIS 14.8 million compared with inventory losses of approx. NIS 0.4 million last year.  The gross profitability was affected also from the decline in the exchange rate of the dollar, which is the purchase currency of oil distillates compared with the rise thereof in the same period last year (the Company protects against  such fluctuations through future currency transactions that are performed as economic protection. The results of the transactions are included in the financing item).  
	In Supergas the gross profit increased by approx. NIS 12 million in the Report Period, compared with last year, mainly due to an increase in the amounts of LPG sold and a decrease in the amortization of past investments. The increase was partially offset by a decrease in the margins.
	In Tambour the gross profit increased by approx. NIS 14 million mainly due to the increase in amounts of paint and related products sold and due to the operations in the gypsum segment. 
	In GES there was an increase in the gross profit of approx. NIS 6 million, mainly due to the operations of Via Maris which was consolidated for the first time in Q2 of last year.
	Sales, general and administrative expenses
	In the Report Period selling, general and administrative expenses in the Granite segment amounted to approx. NIS 440 million compared with approx. NIS 445 million in same period last year. 
	Gasoline marketing margins
	As announced by Granite HaCarmel on August 1, 2011, Sonol received a draft report regarding the marketing margin for gasoline in the gas stations which was sent by the Fuel Administration in the Ministry of National Infrastructures. According to the draft, the Fuel Administration recommends, inter alia, to reduce the marketing margin for 95 Octane gasoline, to change various parameters in the calculation of the price structure, to fix a future supervision mechanism for limiting price differences between private consumers and fuel fleets, and to examine the imposition of supervision on the price of diesel oil. Granite stated in its notice that Sonol has legal, procedural and economic claims in connection with the procedure performed and the conclusions which led to the decisions of the Fuel Administration, which it laid out in the response submitted on August 14, 2011 to the hearing held by the Fuel Administration. According to the Ministry of National Infrastructures’ press release, a final decision will be reached towards the end of August 2011. Granite stated in its notice that insofar as the marketing margin will be reduced as aforesaid, it is expected to negatively affect the business results of Sonol.
	As of the date of the report, the Company examines the expected effects on the business and results thereof, while examining possible moves for reducing the effect if the recommendations of the Fuel Administration are approved, in whole or in part.
	The Company's intentions mentioned in the introduction of the board of directors’ report, the main emphases to the Report and in Sections 1.1 through 1.5 of the board of director's report, inter alia, in connection with taking advantage of business opportunities and expansion of the activity, liquidity, sources of financing, progress of the projects under construction and pertaining to the possibility of conversion of the short-term debt into long-term debt; are forward looking information, as defined in the Securities Law, which is based on the Company’s plans as of the date of the Report, the Company's estimates in respect of market developments, levels of inflation and the anticipated cash flows, and on the conditions of and possibilities for raising credit on the date of the Report. Such estimates may not be realized, in whole or in part, or may be realized in a materially different manner than such which the Company estimated. The main factors which may affect the same are: changes in the capital market which will affect the conditions of and possibilities for  raising credit, changes in the Company's plans, including use of liquid balances which will exist, for purposes of taking advantage of business opportunities, changes in the merit of holding various investment channels or in the merit of using various financing channels, and the Company or any of the Group's members encountering financing or other difficulties, in the manner which has an effect on the Company's cash flow.
	For details see Annex B of the board of directors' report.
	During the quarter ended on June 30, 2011 no material changes occurred in the analysis of the sensitivity tests and influences on the fair value compared with the description in the board report on the corporation’s state of affairs for the year ended on December 31, 2010 except for the sensitivity analysis for the changes in the fair value of the negotiable securities in which the Company invested the issuance proceeds as of the balance sheet date, changes in the discounting rate of the investment properties, changes in the rates of index linked and nominal securities, as well as changes in the exchange rates of the Canadian Dollar as specified in Annex C of the board report.  
	See attached herein as Annex D of the board report. 
	The Company’s board of directors has appointed the finance committee to act also as the financial statement review committee. The audit committee does not act as a financial statement review committee.
	The members of the committee
	The members of the committee for the examination of the financial statements are:
	Prof. Niv Ahituv (chairman of the committee and outside director), with accounting and financial expertise, inter alia based on his education and experience: holds an MBA from the Tel Aviv University and acts as a member of the investment committee of Migdal Insurance and Financial Holdings Ltd. and as an outside director in several public companies and also served in the past as chairman of the board of directors and chairman of the rating committee of Maalot, a company for rating.
	Mr. Joseph Ciechanover, director (whose classification as an independent director, as the term is defined in the Companies Law, was confirmed by the Audit Committee and the Board of Directors on May 25, 2011), with accounting and financial expertise, inter alia, based on his education and experience: holds a BA in business administration from the Hebrew University in Jerusalem. Mr. Ciechanover declared that neither he nor his relative, partner, employer, anyone to whom he directly or indirectly reports, or a corporation of which he is the controlling shareholder, on the date of the appointment or in the two years prior to the date of the appointment, has a link with the Company, the controlling shareholder of the Company on such date, or another corporation; 
	Mr. Yossi Kucik, director, with professional qualifications and the ability to read and understand financial statements who acts, inter alia, as vice chairman of Direct Insurance Financial Investments Ltd. and as a director in Meitav Investments Ltd. Mr. Kucik declared that neither he nor his relative, partner, employer, anyone to whom he directly or indirectly reports, or a corporation of which he is the controlling shareholder, on the date of the appointment or in the two years prior to the date of the appointment, has a link with the Company, the controlling shareholder of the Company on such date or another corporation.
	Immediately before their appointment the three committee members issued a declaration to the Company pertaining to their education and experience, as specified in Article 26 of Chapter D of this Report and pursuant to Section 3 of the Companies Regulations (Instructions and Conditions regarding the Proceeding of Approval of the Financial Statements), 5770-2010, according to which the Company deems them as having accounting and financial expertise or the ability to read and understand financial statements, as the case may be.
	Advanced drafts of the financial statements, the notes thereof, the board of directors' report and the annexes thereto, and any and all reports and presentations accompanying the same are sent to the committee members, several days before the date scheduled for the committee meeting. To the committee meeting are invited the CEO of the Company, the CFO, the Company's comptroller,  the Company’s auditor, the Company's legal counsel, and the internal auditor is informed of the meeting. During the meeting the reports are reviewed by the invited parties and the committee members' questions are answered insofar as necessary. 
	All of the committee members specified above participated in the meeting of the finance committee dated August 21, 2011. Also present at the meeting, at the committee chairman’s request, were Mr. Shlomo Sherf, the Company’s CEO, Mr. Yuval Bronstein, the CFO, Ms. Danna Azrieli, active deputy to the chairman of the board, the internal auditor, Mr. Gali Gana, the general counsel, Ms. Michal Kamir, the Company's auditor, as well as relevant position holders in the Company.  
	At the committee meeting on August 21, 2011, after a deliberation, as specified above, was held at the committee, the committee chairman put to the vote the committee's recommendation to the board and asked whether any of the committee members still had questions or issues regarding which no answer was provided. At that meeting, the committee decided to recommend to the board of directors to approve the Company's financial statements as of June 30, 2011. The recommendations of the finance committee, sitting as the financial statement review committee, were delivered to the members of the board of directors on May 23, 2011 a short time after the meeting was adjourned, in accordance with the period of time determined as “reasonable” by the board of directors (approx. 2 business days) in preparation for the board meeting that was held on August 23, 2011.
	On August 23, 2011, the Company's board of directors, which is the organ responsible for oversight at the Company, approved the financial statements of the Company as of June 30, 2011. In the same meeting, the Company’s board of directors approved the appointment of Mr. Efraim HaLevy, outside independent director, as an additional member of the Company’s finance committee. 
	The board meeting of August 23, 2011, was also attended by the persons invited to the meeting of the finance committee as specified above. The members of the board of directors who were present at the aforesaid meeting were: Mr. David Azrieli, chairman of the board of directors (through video conference), Ms. Danna Azrieli, active deputy to the chairman of the board, Mr. Menachem Einan, active deputy to the chairman of the board, Ms. Sharon Azrieli, director (through video conference), Ms. Naomi Azrieli, director (through video conference), Mr. Joseph Ciechanover, independent director, Mr. Yossi Kucik, director, Prof. Niv Ahituv (outside director) and Mr. Efraim Halevy (outside director). The representatives of the Company's auditor commented and responded, insofar as required, to questions which were addressed to them by the members of the board pertaining to material issues which derived from the figures presented in the financial statements contemplated in the deliberation. In the context of presentation of the statements to the board of directors, the material developments in the period and the financial results were reviewed, in comparison to previous periods, during which questions were answered. At the end of the deliberation by the board of directors, a vote was held in which the financial statements were approved.
	No changes occurred in the quarter ended on June 30, 2011 compared with the description in the board report for the year ended on December 31, 2010.
	The guideline of the Securities Authority determines that a material valuation is a valuation which fulfills one of the tests: (1) The subject matter of the valuation constitutes at least 5% of the company's total assets as the same are presented in the report on the consolidated financial condition as of the last day of the report (the "Balance Sheet Test") (2) The effect of the change in value as the result of the valuation on the net or total profit, as the case may be, constitutes at least 5% of the total amount of the net or total profit, respectively, of the company for the period of the report. In addition, the guideline determines that a very material valuation, which should be attached to the financial statements of a reporting corporation, is a valuation which fulfills double materiality (10% instead of 5%). 
	The Securities Authority further determined that where the valuation fulfills the quantitative tests but qualitative considerations led to a different decision of the corporation and it was decided not to attach the same, the corporation will examine the effect of the valuation on the net or total profit of the current year, as the case may be, in respect of the equity which is attributed to the owners of the corporation (effect on equity without rights which do not confer control) or on any other accepted criterion in the industry (the "Additional Test"). Insofar as after the application of the Additional Test the corporation adopts a resolution whereby a valuation is not very material, it shall disclose its resolution, while specifying the results of the quantitative tests, including the Additional Test and the reasons and considerations which constituted the basis for this resolution.
	As of the Report date, the Company's board of directors determined that there is an obligation to attach a valuation of an asset whose value is at least 10% of the Company's total consolidated assets, or that the change in its fair value constitutes, in the absolute value thereof, at least 10% of the consolidated profit/loss of the Company (of the Company's profit or loss before financing, tax and excluding profit or loss from revaluation of investment properties in the current reported period), provided that the change in the fair value constitutes, in its absolute value, at least 4% of the Company's capital, as the same is presented in the Company's consolidated balance sheet.
	As of the date of the Report and after the above determination was examined, it appears that the very material valuation is only in respect of the Azrieli Towers in Tel Aviv (which is included in the valuation of the entire Azrieli Center, along with its components – namely- including the Azrieli Mall). This valuation, as of June 30, 2011, is attached hereto as Annex F.
	As of June 30, 2011, the value of the Company's assets whose fair value was determined through a very material valuation (made as of December 31, 2010) was in the amount of approx. NIS 4.1 billion (which is attributed both to Azrieli Center’s towers and mall,), out of a fair value of investment properties in the amount of approx. NIS 14 billion (approx. 29% of the Company's total investment properties).
	Pursuant to Regulation 9C of the Periodic Reports Regulations, financial figures from the consolidated financial statements attributed to the Company as a parent company are hereby attached as Annex A of the board of directors' report, together with an auditor's opinion. 
	Without qualifying their opinion, the auditors drew attention to:
	 The provisions of Note 4 pertaining to legal actions in material amounts, cumulatively, against consolidated companies, regarding which a motion was filed to recognize the same as class actions and pertaining to various arguments and claims in material financial scopes, cumulatively, against a consolidated Company regarding which it was argued that the agreements thereof with its clients constitute a restrictive arrangement.
	The Company's board of directors and management express their great appreciation for the Company's officers, the managements of the Group's various companies and their employees, on their blessed contribution to the Group's achievements in the quarter ended on June 30, 2011.
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	__________________________
	David Azrieli
	Chairman of the Board of Directors
	Shlomo Sherf, CEO 
	Date: August 23, 2011


