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Chapter A – Description of the Company's Business 

Key: 

In this report the following abbreviations have the following meanings: 

The Company – Delek Group Ltd. 

Delek GOM  – Delek GOM Investments LLC 

Ithaca  – Ithaca Energy Limited 

Delek Ashkelon – I.P.P. Delek Ashkelon Ltd. 

Delek Sorek – IPP Delek Sorek Ltd. 

Delek Energy – Delek Energy Systems Ltd. 

Delek Israel – Delek The Israel Fuel Corporation Ltd. 

Delek Petroleum – Delek Petroleum Ltd. 

Delek Infrastructure – Delek Infrastructure Ltd. 

Delek Automotive – Delek Automotive Systems Ltd. 

Delek Power Plants – Delek Power Plants - Limited Partnership 

The Phoenix – The Phoenix Holdings Ltd. 

Cohen Development – Cohen Gas and Oil Development Ltd. 

Delek Drilling Partnership or the Partnership – Delek Drilling - Limited Partnership 

IDE  – IDE Holdings Ltd. 

Delek Financial Investments  – Delek Financial Investments Limited Partnership 

IOGL  – Ithaca Oil and Gas Limited 

DKL  – DKL Investments Limited 

DKL Energy  – DKL Energy Limited 

DNSL – Delek North Sea Limited 
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Part One – Description of the General Development of the Company's 
Business 

 General 

The Company deals in oil and gas exploration and production in Israel and abroad through 
investee companies. The Company also markets fuel products in Israel, and maintains holdings in 
additional operations as detailed in the third part of this Chapter. For the sake of convenience, the 
Company and those companies under its control will hereinafter be referred to as "the Group" or 
"the Delek Group".  

The Company was incorporated on October 26, 1999. The Company's controlling shareholder is 
Mr. Yitzhak Sharon (Tshuva) ("the Controlling Shareholder") who, as of the reporting date, holds 
through companies under his control 61.12% of the Company's issued capital and 64.27% of its 
voting rights. 

The following chart illustrates the Group's major holdings as of the publication date of this report: 
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1.         Staff companies.   

2.  Delek Group and Delek Energy - Hold the right to overriding royalties from the Leviathan Project and the Karish-Tanin leases. 

3.  Buyback of Delek Group shares and debentures held by Delek Financial Investment. For more information, see Section XX of the report. 
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 The Group’s Operating Segments 

1.2.1. As of the reporting date, the Group operates in three main segments, as follows: 

Energy in Israel - These operations are conducted mainly through the Company's direct and 
indirect holdings in the Delek Drilling partnership, which holds rights to offshore oil assets in the 
Mediterranean, where significant gas reservoirs where discovered. These include, among others, 
the Leviathan reservoir, the Tamar reservoir, and the Aphrodite reservoir in Cyprus. Operations are 
further carried out through the Company's direct and indirect holdings in rights to royalties from the 
Partnership's oil assets and the Karish and Tanin oil assets. The Group's strategy in this segment 
is to focus on the development, production, and sale of natural gas and exploration of oil and 
natural gas in the Partnership's existing oil assets in the Mediterranean Sea. As of the report's 
approval date, the Company holds the entire share capital of the general partner in the Partnership 
(100%) and XX% of the Partnership's issued participation units. For details about this segment, see 
Section 1.7 below. 

Until April 19, 2020, the Company held 51.7% of Cohen Development's share capital. Cohen 
Development holds 50% of the share capital of Avner Oil and Gas Ltd. (together with Delek 
Energy, which also holds a 50% stake). Avner Oil and Gas Ltd.'s main business is its 0.96% 
holdings in Delek Drilling's unit capital. On April 19, 2020, the Company completed the sale of all of 
its holdings in Cohen Development. For more information, see the Company’s immediate report of 
April 19, 2020 (ref. no. 2020-01-039303), included herein by way of reference.  

(A) Energy Abroad - These operations are mainly conducted through Ithaca, which holds the rights to 
oil and gas reserves on the continental shelf in the North Sea off the coast of England, and has 
proven operator experience. The Company also holds rights to oil assets in the Gulf of Mexico and 
Canada. 

In December 2019, the Company, through an Ithaca subsidiary, completed the purchase of 100% 
of the shares in IOGL (formerly Chevron North Sea Limited). IOGL holds rights to ten actively-
producing oil and gas fields on the continental shelf in the North Sea off the coast of England. IOGL 
also owns production, treatment and storage facilities, and its operations are synergistic to those of 
Ithaca and the Group in general.  

For details about this segment, see Section 1.8 below. 

(B) Fuel Products - These operations are conducted through Delek Israel, and include sales of fuels 
and lubricants, the operation of gas stations with on-site convenience stores, and the provision of 
fuel storage and distribution services in Israel. Delek Israel also maintains holdings in two power 
plants. 

For details about this segment, see Section 1.9 below. 

1.2.2. In addition to the above three core segments, as of the publication date of this report, the 
Group has additional operations which include holdings in several investment properties 
and holdings in Mehadrin Ltd.'s shares, classified as a financial investment.  

Disposal of holdings in IDE - Until February 2019, the Company held 50% of IDE's desalination 
operations. In February 2019, the Company completed the sale of 30% of IDE's shares. For more 
information, see the immediate report of January 2, 2019 (ref. no. 2019-01-018205) and March 3, 
2019 (ref. no. 2019-01-000535). Subsequent to the financial position statement date, on March 26, 
2020, the Company completed the sale of its remaining 20% stake in IDE's operations. For more 
information, see the immediate reports of March 16, 2020 (ref. no. 2020-01-025203) and March 26, 
2020 (ref. no. 2020-01-030114). As of the publication date of this report, the Company does not 
hold any shares in IDE. 

For more information about these additional operations, see Section 1.10 below.  

1.2.3. In 2019, the Company discontinued its operations and sold its holdings in two segments:  

(A) Insurance and Finance - This segment included various insurance operations and long-term 
savings operations in the finance industry in Israel. Operations were carried out through The 
Phoenix and Excellence. In November 2019, the Company completed the sale of all of its holdings 
in The Phoenix (32.5%) to Belenus Lux S.a.r.l. For more information about this transaction, see the 
Company's immediate report of November 4, 2019 (ref. no. 2019-01-093891). 
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(B) Delek Automotive - This segment included holdings in Delek Automotive, which imports, markets 
and sells Mazda, Ford, and BMW vehicles, accessories and spare parts in Israel. Delek 
Automotive also has control of the Veridis Group, which mainly deals in the environmental 
and infrastructures industries in Israel. In December 2019, the Company sold all of its holdings 

in Delek Automotive (22.5% of Delek Automotive's share capital), in two transactions: under the 
first transaction, 7% of Delek Automotive's shares were sold to the controlling shareholder in Delek 
Automotive, while under the second transaction 14.99% of Delek Automotive's shares were sold to 
third parties, in cash. For more information about this transaction, see the Company's immediate 
report of December 11, 2019 (ref. no. 2019-01-108186). 

For more information about these discontinued operations, see Section 1.11 below. 

1.2.4. Operating segments - materiality and description in the report 

The Group's strategy is to focus on energy operations in Israel and abroad. As a result, and 
following the sale of other material operations in recent years, Energy in Israel and Energy Abroad 
have become the principal segments in the Group's operations, and the main contributors to the 
Group's operating profits. This is reflected, among other things, in the market value of the 
Company’s holdings in companies in the Energy Operations in Israel segment, which has grown 
very significantly compared to the total value of the Company's assets, and in the administrative 
resources invested by the Company’s management along with the managements of the investees 
operating in this segment, in developing operations and making investment and financing decisions 
for this segment.  

Disclosure on the Group's operating segments in the chapter entitled Description of the Company's 
Business is made bearing in mind the material importance of energy operations in Israel and 
abroad, as well as fuel product operations.  

 Equity investments in the Company and transactions in its shares  

1.3.1 In 2018, the Company issued a complete purchase offer to buy Delek Energy shares or a 
consideration which included, among other things, 556,993.76 shares in the Company held by 
Delek Financial Investments. For more information, see the Company’s immediate reports of 
September 26, 2018 (ref. no. 2018-01-087516), and October 9, 2018 (ref. no. 2018-01-094500), 
included herein by way of reference. 

1.3.2 In July and August 2018, April M.A. Real Estate Agency Ltd., a private company controlled by the 
Controlling Shareholder, issued two purchase offer specifications for buying Company shares:  

(A) The first purchase offer received acceptance notices for 29,253 shares, at a price of NIS 520 per 
share, and a total consideration of NIS 15.2 million. For more information, see the Company’s 
immediate reports of July 24, 2018 (ref. no. 2018-01-067310), and August 7, 2018, (ref. no. 2018-
01-074427). 

(B) The second purchase offer received acceptance notices for 1,224.67 shares, at a price of NIS 536 
per share, and a total consideration of NIS 656 thousand. For more information, see the 
Company’s immediate reports of August 15, 2018 (ref. no. 2018-01-077388), and September 4, 
2018, (ref. no. 2018-01-084936).  

1.3.3 On August 8, 2019, the Company and Delek Financial Investments issued a purchase offer to buy 
135,904 Company shares. The purchase offer was accepted in full, and 135,904 Company shares 
were purchased. These shares account for 1.13% of the Company's share capital, and were 
purchased at a price of NIS 554.5 per share, for a total consideration of NIS 75 million.  For more 
information, see the Company’s immediate reports of August 8, 2019 (ref. no. 2019-01-078085), 
September 4, 2019, (ref. no. 2019-01-092437), and September 10, 2019 (ref. no. 2019-01-
094822). Buyback of the Company's shares under the purchase offer was made in accordance 
with the buyback plan for Company shares and debentures in 2019, as approved by the 
Company's Board of Directors on December 27, 2018. For more information about the Company's 
buyback plan, see Section XX to the Company's Board of Directors' Report - Chapter B to this 
report. 

1.3.4 On October 6, 2019, the Company's Board of Directors approved the plan to buy back up to NIS 
100 million in Company shares and debentures over a one-year period up to October 6, 2020. As 
of the publication date of this report, Delek Financial Investments has bought 164,295 Company 
shares, 5,024,413 Debentures (Series B34), 153,082 Debentures (Series B33), and 15,661,666 
Debentures (Series B31) under the buyback plan. Furthermore, as of the publication date of this 
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report, the Company has bought, under the buyback plan, 1,650,000 Debentures (Series B34), 
435,000 Debentures (Series B18), and 370,000 Debentures (Series B19), which were delisted from 
the TASE. For more information about the buyback plan, see the Company’s immediate report of 
October 6, 2019 (ref. no. 2019-01-086409), included in this section by way of reference. 

1.3.5 Information, to the best of the Company's knowledge, concerning material off-TASE transactions in 
the Company's shares, conducted by the Company's principal shareholders between December 
31, 2017 and the reporting date:  

Principal shareholder 
Transaction 

date 
Type of 

transaction 
Number of 

shares 
Share price 

in NIS 

Total 
consideration 

(NIS thousands) 

Yitzhak (Sharon) Tshuva Feb. 20, 2020 Purchase 101,200 435 44,022 

Yitzhak (Sharon) Tshuva Mar. 25, 2020 Sale 69,220 82.6 5,717 

 Dividends  

1.4.1. Distribution of dividends in the past two years and balance of distributable profits 

Dividends declared by the Company in 2019-2018 and 2020 until shortly prior to the report 
approval date:  

Declaration date Payout date Dividend per share 
(NIS) 

Total dividend (NIS 
millions) 

May 29, 2019 Jun. 27, 2019 10.0137 120 

Mar. 31, 2019 Apr. 29, 2019 11.6826 140 

Nov. 28, 2018 Dec. 26, 2018 12.5171 150 

Sept. 6, 2018 Oct. 15, 2018 8.3447 100 

Jun. 28, 2018 Jul. 24, 2018 10.0137 120 

Apr. 29, 2018 May 24, 2018 10.0137 120 

 
In 2018 and 2019, a total of NIS 490 million and NIS 260 million, respectively, were paid out in 
dividends.  

These payouts did not require Court approval under the Companies Law, 1999 "the Companies 
Law"). 

As of December 31, 2019, the Company's distributable profits, under Section 302 of the 
Companies Law totaled NIS 3,049 million. 

1.4.2. Dividend distribution policy  

As of the reporting date, the Company does not have a dividend distribution policy.  

1.4.3. Restrictions on dividend distributions  

(A) Restrictions under financing and loan agreements 

(1) A financing agreement between the Company and a bank for a NIS 100 million credit facility and 
bank guarantees sets various restrictions on dividend distributions. For more information on these 
restrictions, see Section 1.17.5(a) below. 

(2) A financing agreement between DKL and Nomura International for a loan whose balance, as of 
December 31, 2019, totals EUR 50 million, sets restrictions on dividend distributions. For more 
information on these restrictions, see Section 1.17.2(b) below.  

(B) Restrictions under the deeds of trust for Debentures (Series B31, B33, and B34) - The deeds of 
trust for Debentures (Series B31) from February 19, 2015, Debentures (Series B33) from July 27, 
2016, and Debentures (Series B34) from February 11, 2018 set certain restrictions on dividend 
distributions. For more information on these restrictions, see Section 1.17.5(b) below.  
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Part Two – Other Information 

 Financial information concerning the Group’s operating segments 

The following table details financial information concerning the Group's operating segments:  

2019 (NIS millions) 

2019 

(NIS millions) 
Energy in 

Israel 
Energy 
Abroad Delek Israel Automotive Others 

Consolidation 
adjustments Consolidated 

Revenues  Revenues from externals 1,272 2,062 4,912 - 551 - 8,797 

Revenues from other 
segments 

60 - - - - (60) - 

Total 1,332 2,062 4,912 - 551 (60) 8,797 

Total 
attributable 
costs  

Costs constituting revenues for 
another segment 

- - - - 60 (60) - 

Other costs 683 2,166 4,748 - 369 57 8,023 

Total 683 2,166 4,748 - 429 (3) 8,023 

Fixed costs attributed to 
segment 

- - 728 - - - 728 

Variable costs attributed to 
segment 

683 2,166 4,020 - 429  (3) 7,295 

Profit (loss) from operating activities attributed 
to owners of the parent 

391 (104) 164 - 122 (57) 516 

Share in profit from operating activities 
attributed to non-controlling interest 

258 - - - - - 258 

Total assets attributed to segment 22,630 16,635 3,872 - 1,480 2,382 46,999 

Total liabilities attributed to segment 15,401 11,293 3,245 - 656 8,801 39,396 
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2018 (NIS millions) 

2018 

(NIS millions) 
Energy in 

Israel 
Energy 
Abroad Delek Israel Automotive Others 

Consolidation 
adjustments Consolidated 

Revenues  Revenues from externals 1,364 1,174 5,034 - 552 4 8,128 

Revenues from other segments 48 - - - - (48) - 

Total 1,412 1,174 5,034 - 552 (44) 8,128 

Total 
attributable 
costs  

Costs constituting revenues for 
another segment 

- - - - 48 (48) - 

Other costs 298 674 4,906 - 538 84 6,500 

Total 298 674 4,906 - 586 36 6,500 

Fixed costs attributed to 
segment 

- - 785 - - - 785 

Variable costs attributed to 
segment 

298 674 4,121 - 586 36 5,715 

Profit (loss) from operating activities attributed 
to owners of the parent 

640 500 128 - (34) (80) 1,154 

Share in profit from operating activities 
attributed to non-controlling interest 

474 - - - - - 474 

Total assets attributed to segment 22,204 7,479 3,646 302 1,566 91,845 127,042 

Total liabilities attributed to segment 13,436 4,463 2,571 - 753 93,559 114,782 
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2017 (NIS millions) 

2017 

(NIS millions)* 
Energy in 

Israel 
Energy 
Abroad Delek Israel Automotive Others 

Consolidation 
adjustments Consolidated 

Revenues  Revenues from externals 1,567 691 4,143 - 430 4 6,835 

Revenues from other segments 21 - - - - (21) - 

Total 1,588 691 4,143 - 430 (17) 6,835 

Total 
attributable 
costs  

Costs constituting revenues for 
another segment 

- - - - 21 (21) - 

Other costs (802)* 555 3,975 - 486 84 4,298 

Total (802)* 555 3,975 - 507 21 4,298 

Fixed costs attributed to 
segment 

- - 634 - - - 634 

Variable costs attributed to 
segment 

(802)* 555 3,341 - 507 63 3,664 

Profit (loss) from operating activities attributed 
to owners of the parent 

1,228 136 168 - (77) (80) 1,375 

Share in profit from operating activities 
attributed to non-controlling interest 

1,162 - - - - - 1,162 

Total assets attributed to segment 18,755 6,740 3,215 566 1,732 113,322** 144,330 

Total liabilities attributed to segment 10,692 4,392 2,141 - 749 115,621** 133,595 

* Costs net of gains from disposal of gas and oil assets; most costs are variable, depending on gas and oil production volumes. 

** Consolidation adjustments include assets and liabilities attributed to discontinued operations. 
 

For details about the main developments in the financial data, see the Board of Directors' explanations regarding the Corporation's affairs. 
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 General environment and impact of external factors 

1.6.1. General  

Most of the Company's investees, through which the Company conducts its material operations, 
are controlled by the Company, with holdings of more than 50%. 

The Company's financial data and its operating results are affected by the financial data and 
operating results of its investee companies, and by its sale or acquisition of holdings. The 
Company's cash flow is affected, inter alia, by dividends and management fees paid by investees, 
by proceeds earned from the sale of Company's holdings, by the Company's ability to raise 
financing that depends, among other things, on the value of its holdings, and by investments made 
by the Group and by dividends it distributes to its shareholders.  

1.6.2. Market developments and volatility  

Market developments and fluctuations may have a significant effect on the results of the Company 
and its investee companies, on their liquidity, the valuation of their assets, their ability to dispose of 
such assets, the state of their business, their financial covenants, their credit rating, their ability to 
distribute dividends, and their ability to raise funds to finance their ongoing operations and their 
long-term operations, as well as the terms of such financing. The Group's results are materially 
affected by developments and volatility in each segment's relevant markets and the underlying 
factors, as detailed below.  

For information concerning sharp drops in energy prices on international markets in the 
first quarter of 2020 due, among other things, to the coronavirus outbreak, see Section 1.6.6 
below. 

1.6.3. Exchange rates 

The Company’s functional currency and the presentation currency of the Company’s financial 
statements is the NIS. However, some investees (Delek Drilling Partnership, Ithaca, Cohen 
Development, etc.) use the USD as their functional currency. Thus, the Group's results and the 
equity attributable to the Company's shareholders are materially affected by changes in exchange 
rates against the NIS.  

1.6.4. Regulation  

The Company and several of its investees are subject to statutory restrictions and the directives of 
various regulatory bodies, such as the Gas Outline Plan, anti-trust provisions, and provisions 
relating to the supervision of product and service prices. Furthermore, the Group's ability to raise 
funds is affected, among other things, by regulation, such as the Proper Conduct of Banking 
Business provisions (see below) and regulation of off-bank credit, such as the regulation adopted 
by the Ministry of Finance Capital Market, Insurance and Savings Commissioner ("the Capital 
Market Commissioner") following the Hodek Committee's recommendations.   

The Company is affected by changes in competition laws or their application, primarily in those 
fields in which it has significant operations. For information about regulation applicable to Energy in 
Israel operations, see Section XX below. For regulation applicable to Energy Abroad operations, 
see Section XX below. 

On December 11, 2013, the Promotion of Competition and Reduction of Market Concentration Law, 
2013 was published in the Official Gazette ("the Market Concentration Law").   On December 11, 2013, 
the chapter in the Market Concentration Law concerning the application of market-wide concentration 
considerations and industry-specific competition considerations in rights allocations went into effect. On 
March 12, 2019, the Committee for Reducing Market Concentration issued, pursuant to the Market 
Concentration Law's provisions, a list of concentration-promoting entities in the Israeli market, a list of 
significant non-financial entities, and a list of significant financial entities. The Group is included in the list 
of entities promoting market concentration. For information on the Market Concentration Law's effects 
on the Company and/or its subsidiaries, and the implications of the Company's inclusion in the list of 
market concentration promoting entities, see Section 1.20.1 below. 

The Company and several of its investee companies are affected by the Proper Conduct of 
Banking Business Regulations issued by the Supervisor of Banks in Israel. These regulations 
include, among other things, restrictions on the scope of the loans that Israeli banks can grant to 
"single borrowers", and the largest "borrower group" in the bank (as these terms are defined in the 
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aforesaid regulations). Accordingly, the scope of the loans issued to the Group's companies and 
the controlling shareholder in the Company may, under certain circumstances, affect the ability of 
the Group's companies to borrow additional amounts from banks in Israel.  

The Company and its investee companies are also affected by the Government of Israel's policies 
in various matters (e.g. – monetary policies), and by the requirements of authorities monitoring 
environmental quality.  

1.6.5. Developments in the Israeli economy  

Economic developments in Israel materially affect the results of operations. These developments 
stem, inter alia, from economic, political and security conditions in Israel.  

For more information concerning the general economic environment and external factors that 
specifically affected the Delek Group's operating segments, see the description for each operating 
segment below.  

1.6.6. Coronavirus outbreak and major global economic crisis as of the report's approval date 

(A) At the  end of 2019 and in the first quarter of 2020, the COVID-19 coronavirus began spreading in 
China and then around the world (including in Israel). In March 2020, the World Health 
Organization declared the virus a global pandemic ("the Coronavirus Crisis").   

Following and as a result of the Coronvirus Crisis, a significant slowdown is emerging in the global 
economy. The Coronavirus Crisis and the measures enacted by many countries to try and prevent 
the virus from spreading are having a major impact on numerous economies and on global capital 
markets. In March 2020, steep drops were seen in securities prices in Israel and in key exchanges 
around the world, coupled with volatility in commodity prices and various risk assets. 

Following the Coronavirus Crisis, many countries, including Israel, are enacting various measures 
to try and prevent the virus from spreading. These include restricting movement and public 
gatherings, restricting transport (of people and goods), border closings, and more. Besides the 
adverse effects of these measures on economic growth, both locally and globally, these restrictions 
may have a material adverse effect on the operations of investee companies, including on the 
regular production of oil and natural gas from their oil assets in the Mediterranean and the North 
Sea. These effects may cause delays in work plans for the various projects.  

As of the report's approval date, it is not possible to estimate how the Coronavirus Crisis will 
develop in 2020, or it's overall impact on the global economy. Under these circumstances, the 
Coronavirus Crisis constitutes a global macro-economic risk, creating exceptional levels of 
uncertainly concerning future economic activity worldwide, and concerning future impacts on 
financial markets, interest spreads, currency rates, and commodity prices in general and in the 
energy industry in particular. A global economic crisis can be expected to adversely affect 
numerous industries, including those in which the Company operates. 

(B) In 2020, as of the report's approval date, unusually sharp drops occurred in energy product prices. 
These can be attributed to the Coronavirus Crisis, as well as to other factors, including power 
struggles between major global oil players and other global factors affecting supply and demand for 
energy products.  

Following this sharp drop in energy product prices, Israel and many other countries also saw high 
volatility and sharp drops in the prices of securities issued by energy companies. These include 
securities issued by the Company and the Delek Drilling partnership, and traded on the Tel Aviv 
Stock Exchange. 

(C) As detailed in depth in the Financing Chapter (Section 1.17 to the report), the Company and its 
staff companies have bank credit and loan facilities backed by participation units in the Partnership 
held by the Company (directly and indirectly). The terms of these facilities include, among other 
things, an obligation to comply with financial covenants, grounds for immediate repayment based, 
among other things, on the prices of the Company's and the Partnership's securities or on various 
indices, and provisions for adjusting the value of the collateral upon its impairment ( “the Loans”).  

In March 2020, due to extreme volatility and sharp drops in energy prices and the prices of the 
Company's and the Partnership's securities, events occurred which, under the terms of the Loans, 
require the value of the collateral to be adjusted or allow the lenders to call for immediate 
repayment of the loan and to foreclose on collateral. Following these events, the Company has 
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pledged additional participation units to the lenders, and has negotiated with the lenders to change 
the terms of the Loans.  

In light of the above, on March 14, 2020, a foreign bank served Delek Energy a call for immediate 
repayment of the outstanding principal of a USD 57 million loan. The foreign bank further notified 
Delek Energy of its intent to foreclose on participation units pledged to it, accounting for 12% of the 
issued unit capital, by way of selling such units to a third party. Following legal action taken by 
Delek Energy against the foreign bank in this case, Delek Energy reached an agreement with said 
third party, whereby on March 26, 2020, Delek Energy bought back 83,768,194 participation units, 
accounting for 7% of the issued unit capital, out of all the units acquired by the third party from the 
foreign bank (12% of the issued unit capital), for a total consideration of USD 35.8 million.1  

Following these developments, on March 23, 2020, Midroog Ltd. announced that it was 
downgrading its rating for the Company's debentures, as detailed in Section 1.17 to the report ("the 
Debentures"), from A2.il to Ca.il. The downgrade was due to the global economic crisis caused by 
the Coronavirus Crisis (see the report of March 23, 2020, ref. no. 2020-01-028470). On April 1, 
2020, Maalot also announced that it was downgrading its rating for the debentures, from ilA to 
ilBBB- (see the report of April 1, 2020, ref. no. 2020-15-034404). In light of the above, the 
Company notified Midroog Ltd. that it is terminating its contract with Midroog, and on April 16, 2020 
the Company announced that Midroog would no longer be rating the Company's debentures, 
effective April 13, 2020 (ref. no. 2020-01-038475).2 In a debenture-holder meeting which took 
place on March 31, 2020, the debenture-holders decided, among other things, to appoint a joint 
committee and joint legal and economic consultants (jointly - "the Committee").3  

(D) As detailed in Section XX below, as of December 31, 2020, the Partnership had a working capital 
deficit of USD 456.4 million, and the Partnership's liabilities to banks and debenture holders 
(principal and interest) for the 12 months following the financial statements' publication date4 
totaled USD 2.6 billion. The Partnership is studying various options for refinancing its main 
liabilities, to an amount of no less than USD 2.1 billion. 

(E) As detailed in depth in Section XX below, as of December 31, 2020, Ithaca had  

(F) Should the global economic crisis observed as of the report's approval date continue, and 
particularly if it should worsen, it would have a materially adverse effect on the Company 
and its principle investees, as well as their business, assets, and financial stability. These 
effects may have a material adverse impact on the Group companies' ability to meet their 
financial obligations to banks and debenture holders, and their ability to secure additional 
funding to meet their needs or to refinance their existing debt. Furthermore, events may 
occur allowing the organizations that provided the Group's companies with credit and loan 
facilities to call for immediate repayment and seize collateral, or to demand adjustments to 
the value of the collateral securing the debt; the economic stability of the Group's clients 
may be undermined; the Group's revenues may be adversely affected by a sustained drop in 
energy product prices and in demand for these prices; etc.  

For more information on the effect of the Coronavirus Crisis and the risk factors affecting the 
Group's core segments, see Sections XX and XX below. 

(G) As of the report's approval date, the Company is in continuous contact with the Committee of its 
debenture holders, banks, and financing organizations providing the Loans, in order to reach 
understandings and arrangements that satisfy all parties. These understandings and arrangements 
would negate the need for various parties to take action, including calling for immediate repayment 
of credit and loans and seizing collateral.  

 

1  For more information, see the immediate reports of March 15, 2020 (ref. no. 2020-01-024360) and March 25, 2020 
(ref. no. 2020-01-029466).  

2  On April 16, 2020, in light of the Company's report, Midroog Ltd. announced that that it had ceased rating the 
Company's debentures (ref. no. 2020-15-038748). 

3  For more information, see the report of April 6, 2020 (ref. no. 2020-10-036684). 

4  The Partnership's periodic report for 2019, which includes its financial statements as of December 31, 2019, was 

published on March 30, 2020 (ref. no. 2020-01-032010). 
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However, in light of the severe global economic crisis and the extreme uncertainly affecting 
markets at the report's approval date, it is emphasized that there is no guarantee that the 
Company's efforts to reach such understandings and arrangements will succeed.  

Warning concerning forward-looking information - The Company's assessments concerning 
the possible implications of the Coronavirus Crisis and the global economic crisis for the 
Company and its investees constitute forward-looking information as defined in Section 
32A to the Securities Law. This information is based on the Company's assessments, as of 
the report's approval date, concerning global macro-economic factors outside the 
Company's control, and so there is no certainty that th Company's assessments will 
materialize.  
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Part Three – Description of the Company’s Business by Operating 
Segment 

Below is a separate description of the Group's business in each of its operating segments: 

 Energy in Israel  

1.7.1. General  

The Company’s operations in the energy sector in Israel are carried out through its holdings in 
Delek Drilling – Limited Partnership (“Delek Drilling” or “the Partnership”), which holds rights in oil 
assets in the Mediterranean Sea where significant gas reservoirs were discovered, including the 
Tamar reservoir, the Leviathan reservoir, and the Aphrodite reservoir in Cyprus, as well as through 
the holding in rights to royalties from the Partnership’s oil assets, and from the Karish and Tanin oil 
assets, as described below.  

For information about the oil assets in the Mediterranean Sea in Israel and Cyprus in which the 
Company holds rights, see sections 1.7.4 to 1.7.11 below.  

The Group's strategy in this area of activity is to focus on the development, production, and sale of 
natural gas in the existing oil assets of the Partnership, and oil and natural gas exploration in the 
Mediterranean Sea.  

For definitions of some of the professional terminology used in this section, see the definitions 
appendix at the end of the chapter. 

(A) The Company's holdings in Delek Drilling  

(1) Delek Drilling is a public limited partnership, within its meaning in the Partnerships Ordinance [New 
Version], 1975 (“Partnership Ordinance”), which was established under a partnership agreement 
signed on July 1, 1993 (as amended from time to time) (“the Partnership Agreement”) between 
Delek Drilling Management (1993) Ltd. (“the General Partner”) as the general partner of the first 
part and Delek Drilling Trusts Ltd. as the limited partner of the second part (“the Limited Partner”). 
The Partnership was registered on July 25, 1993 under the Partnerships Ordinance. In accordance 
with the Partnership Agreement, the Limited Partner holds 99.99% of the capital rights in the 
Partnership.  

In accordance with the provisions of the Partnerships Ordinance and the Partnership Agreement, 
the ongoing management of the Partnership is performed by the General Partner. Delek Energy, a 
wholly-owned private subsidiary of the Company (100%), holds all the issued share capital (100%) 
of the General Partner.  

(2) On May 17, 2017, the merger between the Partnership and Avner Oil Exploration − Limited 
Partnership (“Avner” or “the Avner Partnership”) was completed, such that all the assets and 
liabilities of Avner were transferred as is to the Partnership, the limited partner issued participating 
units to the holders of the participating units in Avner Partnership, and Avner Partnership was 
liquidated without dissolution and was struck off from the records of the Registrar of Partnerships 
(“the Merger” or “the Merger of the Partnerships”).  

(3) As at the approval date of the report, the Company holds, directly and indirectly, 54.7% of the unit 
capital issued by the Limited Partner (“the Issued Unit Capital”), as follows: (A) The Company 
directly holds 5.1% of the Issued Unit Capital. (B) Delek Energy holds 43.5% of the Issued Unit 
Capital as at the approval date of the report. (C) The General Partner holds 5.6% of the Issued Unit 
Capital as at the approval date of the report. (D) Delek Energy holds 50% of the share capital of 
Avner Oil and Gas Ltd.,5 which, as at the approval date of the report, holds 0.96% of the Issued 
Unit Capital (the share of Delek Energy – 0.48%).6  

 

5  Up to the completion date of the merger between the Delek Drilling and Avner Oil and Gas Exploration partnerships 
on May 17, 2017, Avner Oil and Gas Ltd. served as the general partner in Avner Oil Exploration Limited 
Partnership.  

6  For information about the Partnership’s units that were pledged in favor of banks and other financing entities to 
secure the credit and loans provided to the Company and its staff companies, and about the disposal of some of 
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(4) The Partnership’s main business is exploration, development, and production of natural gas, 
condensate, and oil in Israel and Cyprus, and promotion of various natural gas-based projects, with 
the aim of increasing natural gas sales from the Partnership's assets. At the same time, the 
Partnership is assessing business opportunities in exploration, development, and production of 
natural gas and oil in the Mediterranean Basin.  

(5) As at the approval date of the report, the main oil assets of the Partnership are as follows: 

A. Leviathan project: The Partnership holds rights at a rate of 45.34% (out of 100%) in the I/14 
Leviathan South and the I/15 Leviathan North leases (“the Leviathan South Lease” and “the 
Leviathan North Lease”, respectively, and collectively: the Leviathan Leases”) The Leviathan 
natural gas reservoir was discovered in the area of the Leviathan Lease, including a 2P natural gas 
discovery, as at December 31, 2019, in a total volume of 13.49 TCF (100%). Commercial 
production from the Leviathan reservoir began in December 2019. For information about the 
Leviathan project, see section 1.7.4 below.  

B. Tamar project: The Partnership holds rights at a rate of 25.7855% in the I/12 Tamar and I/13 Dalit 
leases (“the Tamar Lease” and “the Dalit Lease”), respectively, and collectively: “the Tamar 
Leases”). The Tamar natural gas reservoir was discovered in the area of the Tamar Lease, 
including a 2P natural gas discovery, as at December 31, 2019, in a total volume of 10.77 TCF 
(100%). Commercial production from the Tamar reservoir began in March 2013. For information 
about the Tamar project, see section 1.7.5 below. The Dalit natural gas reservoir was discovered in 
the area of the Dalit Lease, including 2C contingent resources, as at December 31, 2019, in a total 
volume of 0.27 TCF (100%). For information about the Dalit oil asset, see section 1.7.5 below. 

C. Block 12 in Cyprus: The Partnership holds rights at a rate of 30% in an oil asset in the exclusive 
economic zone of the Republic of Cyprus, in an area known as Block 12 (“Block 12”). The 
Aphrodite natural gas reservoir was discovered in the area of the Block 12 oil asset, including 2C 
contingent resources, as at December 31, 2019, in a total volume of 3.53 TCF (100%). For 
information about the Block 12 oil asset, see section 1.7.6 below.  

D. Karish and Tanin leases: In August 2016, the Partnership and Avner Partnership sold their rights in 
the I/16 Tanin and I/17 Karish leases “the Tanin Lease” and “the Karish Lease”, respectively) to 
Energean Israel Ltd. ( “the Energean Transaction”). In this transaction, as part of the consideration 
for the sale of the rights, the sellers received a right to royalties from the Karish and Tanin Leases 
at a rate of 5.12% before payment of the oil profits tax under the Taxation of Profits from Natural 
Resources Law, 2011 (“the Levy”) and before the ROI date; 2.47% before payment of the Levy and 
after the ROI date; and 3.22% upon the start of payment of the Levy and after the ROI date. 
According to information published by Energean Oil and Gas PLC, which, to the best of the 

Company’s knowledge, is the parent company of Energean Israel Ltd. (collectively: “Energean”), 
as at the approval date of the report, among other things, 2P natural gas reserves amounting to 
2.22 TCF and 2P liquefied gas reserves amounting to 33 million barrels are attributable to the 
reservoirs discovered in the area of the Karish and Tanin Leases. For further information about the 
Energean Transaction, see section 1.7.30(M) below, and for information about the Karish and 
Tanin Leases, see section 1.7.11 below. 

E. In addition to rights in oil assets, as at the approval date of the report, the Partnership holds shares 
conferring 22.6% of the capital rights and 13.42% of the voting rights in Tamar Petroleum Ltd. 
(“Tamar Petroleum”), as part of the consideration received by the Partnership in the transaction in 
July 2017 for the sale of 9.25% (out of 100%) of the rights in the Tamar and Dalit Leases. For 
information about the transaction, see section 1.7.30(N) below.  

(B) The Company's holding in rights to royalties from oil assets in Israel and Cyprus 

The Company holds, directly and indirectly, the rights to royalties from the Partnership's oil assets 
and from the Karish and Tanin oil assets (“the Rights to Royalties”), as follows:7 

(1) Under the 1993 agreement for the transfer of oil rights to the Partnership described in section 
1.7.30(J)(2) below (“the 1993 Agreement”), the Company and Delek Energy hold the rights to 
royalties from the Partnership (the Company's share, 25% and Delek Energy's share, 75%), at a 

 

the pledged units, see section 1.6.6 above and the Company’s immediate report of March 25, 2020 (Ref. No. 2020- 
01-029466) which is included as a reference. 

7  As set out in section 1.2.1(A) of the report above, on April 19, 2020, the Company sold all its holdings in the shares 
of Cohen Development, which held the rights to royalties from all of the Partnership's oil assets. 
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rate of 1.5% before ROI and 6.5% after ROI, of the Partnership’s share in all the oil assets it holds, 
other than the Tamar and Dalit Leases.8 For a description of the rights to royalties of the Company 
and Delek Energy under the 1993 Agreement, see section 1.7.30(J)(4)a below. 

(2) Under the Energean Transaction, Energean Israel Ltd. assumed the Partnership’s undertaking to 
pay royalties to the Company and Delek Energy (under the 1993 Agreement) for the rights in the 
Karish and Tanin Leases that were sold to it by the Partnership in this transaction. For information 
about the Energean Transaction, see section 1.7.30(M) below. As at the approval date of the 
report, the Company is reviewing the option of exercising its rights to overriding royalties from the 
Karish and Tanin Leases. 

(C) Holding of shares in Delek Royalties 

On June 7, 2018, Delek Energy completed a transaction for the sale to Delek Royalties Ltd. (“Delek 
Royalties”) of its right to royalties from the Partnership and from Tamar Petroleum for their share in 
the Tamar project (“the Delek Royalties Transaction”). As part of the consideration for the sale, 
Delek Energy received, under this transaction, shares representing 39.93% of the issued capital of 
Delek Royalties. For further information about the Delek Royalties Transaction, see sections 
1.7.26(A)(3)(b) below and 1.7.36(A) to the period report for 2018. 

Delek Royalties is a public company whose shares are listed on the Tel Aviv Stock Exchange. As 
at the approval date of the report, Delek Energy holds 39.93% of the issued share capital of Delek 
Royalties. Shortly before the completion date of the transaction, Delek Energy undertook an 
irrevocable obligation, whereby all the shares that it holds or will hold, directly, or by another 
corporation controlled by it, and for as long as they are held by them, will not confer on it voting 
rights and the right to appoint directors. It is clarified that all the capital rights underlying these 
shares remained in effect, and that if the shares of Delek Royalties are transferred or sold to a third 
party, they will confer on the transferee the full voting rights attached to them. 

Since Delek Energy has no voting rights in Delek Royalties and it has no effect on the management 
of Delek Royalties, the Company and Delek Energy regard this holding as a financial investment 
that is revalued to fair value through profit or loss (see Note 12C5 to the financial statements).  

(D) Company's share of reserves and contingent resources attributed to the oil assets in the 
Mediterranean sea 

The tables below present information about the share attributable to the Company as at December 
31, 2019, in 2P reserves and 2C contingent resources attributed to the oil assets in the 
Mediterranean Sea in which the Company holds direct and indirect rights, through its holdings of 
54.7% of the Partnership’s units and rights to royalties (the holdings are as at the approval date of 
the report).  

The following information about the resources is based on information obtained from NSAI, the 
Company’s independent valuator. 

 2P reserves 
(share attributable to the Company) 

2C contingent resources 
(share attributable to the Company) 

Natural gas 
(BCF) 

Condensate 
(thousands of barrels) 

Natural gas 
(BCF) 

Condensate 
(thousands of barrels) 

Leviathan project 2,987.3 5.4 2,098.9 (1) 3.8 (1) 
Tamar project (2) 1,187.7 1.5 - - 
Block 12, Cyprus (3)  - - 578.5 1.1 
 

(1) The information refers to 2C contingent resources attributable to the reservoir from Phase 1 - First 
Stage and future developments together. For information about each separately, see section 
1.7.4(J)(4)(a) below. 

 

8  Under the 1993 Agreement, the Company and Delek Energy had the right to royalties from Tamar and Dalit Leases 
as well. In June 2018, Delek Energy sold its right to royalties from the Tamar and Dalit Leases to Delek Royalties 
Ltd., as described in section (C) above. In July 2019, the Company sold its right to royalties from the Tamar and 
Dalit Leases to the Study Funds for Teachers and Kindergarten Teachers, as set out in the Immediate Reports of 
July 21, 2019 (Ref. No. 2019-01-074494) and December 26, 2019 (Ref. No. 2019-01-114384). 
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(2) The information refers to reserves attributable to the Tamar and Tamar SW reservoirs together. For 
information about the reserves attributable to each separately, see section 1.7.5(K)(1)(a) below. 

(3) The information in the table refers to contingent resources attributable to targets in Block 12 
together. For information about the contingent resources attributable to each separately, see 
section 1.7.6(M) below 

(E) Map of all oil assets of the Company in the Mediterranean Sea area, as at the approval date of the 
report:  
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(F) The chart below presents the Company’s main holdings in the energy sector in Israel as at the 
approval date of the report:  

 

(G) The Gas Outline Plan 

(1) On August 16, 2015, Government Decision 476 (which was adopted with some adjustments on 
May 22, 2016) was approved, regarding the outline for regulation of the natural gas market in 
Israel, including in respect of the Partnership’s rights in the Tamar, Leviathan, Karish, and Tanin 
natural gas reservoirs, which came into effect on December 17, 2015, with an exemption from a 

number of provisions of the Antitrust Law, 1988 (“the Economic Competition Law”) granted to 
the Partnership and to Noble Energy Mediterranean Ltd. ( “Noble”) by the Prime Minister, 
acting as Minister of Economy, in accordance with Section 52 of the Economic Competition Law 
(the government decision and provisions of the exemption are referred to collectively below as: “the 
Gas Outline Plan”). For further information about the Gas Outline Plan, see section 1.7.26(A) 
below.  

(2) In accordance with the provisions of the Gas Outline Plan, the Partnership is required to 
transfer, by December 17, 2021 (“the Effective Date for Tamar”), its entire holdings in the Tamar 

and Dalit Leases and to sell its holdings in Tamar Petroleum share. As at the approval date of the 
report, the Partnership is assessing various alternatives for the sale of its entire rights in the Tamar 
and Dalit Leases in accordance with the requirements set out in the Gas Outline Plan.  

(H) Merger with Delek Energy and Delek Petroleum  

On December 27, 2018, the Company's Board of Directors passed a resolution to approve the 
merger of Delek Energy and Delek Petroleum Ltd., without consideration, effective as from 
December 31, 2018. The proposed structure is intended for a business and economic purpose, and 
its objective is to allow the management of the merging companies within one legal entity. 
According to the merger agreement, its validity, performance, and completion are subject to the 
receipt of a number of approvals, including, a preruling from the Tax Authority, which will be 
accepted by each of the merging companies, according to which the merger plan under section 
103C of the Income Tax Ordinance will be executed without a tax liability (tax deferral) in 
accordance with the provisions of Part E2 of the Income Tax Ordinance, as amended. The merger 
agreement further stipulates that if, notwithstanding the efforts of the parties, the preconditions in 
the agreement have not been fulfilled in full by September 30, 2019, or a certificate of merger has 
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not been issued by that date (“the Deadline”), the merger agreement and the transaction will be 
cancelled. On January 1, 2019, the Company submitted a merger proposal to the Registrar of 
Companies and an application was submitted to the Tax Authority for a preruling as set out in the 
agreement. Under the amendments to the merger agreement dated September 29, 2019 and 
March 29, 2020, the deadline was deferred and as at the approval date of the report, it will be 
September 30, 2020 

1.7.2. General environment and effect of external factors  

(A) The Petroleum Law organizes regulation for exploration, development, and production of oil and 
natural gas in Israel, and stipulates, among other things, that exploration in Israel may only be in 
geographical areas where the exploration company holds oil and gas rights under the Petroleum 

Law. In addition, the Natural Gas Sector Law, 2002 (“the Natural Gas Sector Law”) regulates 
the transmission, distribution, marketing, and storage of natural gas and/or liquefied natural gas 
(“LNG”) in Israel. For further information about the Petroleum Law and the Natural Gas Sector Law, 
see sections 1.7.28(A) and 1.7.28(C) below.  

(B) The economic viability of investments in exploration and development of natural gas reservoirs is 
heavily dependent on global oil and gas prices, including LNG prices, the demand for natural gas in 
local, regional, and international markets and on the export potential of natural gas (through pipelines, 
compressed or liquefied), which also requires significant gas reserves and a long-term agreements for 
the same of natural gas in significant quantities, which would justify the heavy investments required to 
establish suitable infrastructure and/or the payments for usage fees for existing infrastructure.  

(C) Development of the natural gas market in Israel began in 1999-2000 with the discovery of the Noa 
reservoir in the Noa Lease and the Mari B reservoir in the Ashkelon Lease. Total consumption of 
natural gas in Israel has increased alongside the progress of construction of the transmission 

infrastructure of Israel Natural Gas Lines Ltd. (“INGL”) and the connection of consumers 
(including the Israel Electric Corporation’s power stations and private power stations) to the 
transmission system and the connection of smaller consumers to the distribution system.  

(D) In recent years, there have been significant changes in the natural gas sector in Israel (including 
regulatory, economic and, environmental changes). Within a few years, natural gas in the Israeli 
market has become the main component in fuel for electricity production and a material source of 
energy for industry. The natural gas reserves that were discovered in Israel are capable of 
supplying all the gas requirements of the Israeli market in the coming decades, and most of its 
energy requirements, thereby significantly reducing Israel's dependence on foreign energy 
sources. 

According to information from the Ministry of Energy,9, the quantity of natural gas used in Israel has 
increased from 7.6 BCM in 2014 to 11.3 BCM in 2019, as presented in the graph below: 

 

9  Source: Ministry of Energy - Natural Gas Authority, Review of Developments in the Natural Gas Sector, Summary 
for 2019, https://www.gov.il/BlobFolder/reports/ng_2019/he/ng_2019.pdf. 

https://www.gov.il/BlobFolder/reports/ng_2019/he/ng_2019.pdf
https://www.gov.il/BlobFolder/reports/ng_2019/he/ng_2019.pdf
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In 2017, natural gas was exported for the first time from the Tamar reservoir to Jordan, at a volume 
of 0.07 BCM, which increased in the following years to 0.14 BCM in 2018 and 0.22 BCM in 2019. It 
is further noted that as from 2013 (when gas started to flow from the Tamar project), at certain 
times, mainly at peak hours of demand for electricity in the winter and summer, demand for natural 
gas in the Israeli market exceeded the maximum hourly production capacity of the Tamar project, 
and therefore the partners in the Tamar project (“the Tamar Partners”) were unable to supply the 
full demand at these times.  

On December 31, 2019, natural gas began to flow from the Leviathan reservoir to the local market, 
and on January 1, 2020 and January 15, 2020, natural gas began to flow from the Leviathan 
reservoir to Jordan and Egypt, respectively. 

(E) The Company estimates that natural gas consumption in Israel is expected to double by the 
beginning of 2030, among other things, due to the connection of additional gas suppliers to the 
national transmission system; the government's policy to increase the use of natural gas to 
generate electricity and phase out electricity production using polluting coal-fired plants, including 
shutting down four production units at the coal-fired Orot Rabin plant by June 30, 2022 and 
conversion of the IEC’s remaining coal-fired production units to natural gas use by the end of 2025; 
the assimilation of compressed natural gas in some of the transportation sectors (such as the 
migration of buses and heavy vehicles to natural gas); the accessibility of natural gas to other 
industrial plants in Israel, including through a government program to support to companies that 
have a government concession to install pipelines for the purpose of upgrading the distribution 
systems; the introduction of electric vehicles and electrification of the railway; the construction of 
additional desalination facilities; the development of natural-gas based industries (such as the 
development of petrochemical plants that consume natural gas); and the policy actions that will be 
taken in favor of this issue; all this, beyond the natural growth in demand for natural gas and 
electricity in Israel due to population growth and an increase in the standard of living. For 
information about the Minister of Energy’s decision to reduce the use of coal, and the reform in the 
IEC and the electricity sector, and the Minister of Energy's plan to save Israel from the 
consequences of the use of polluting energy, see sections 1.7.29(E) and 1.7.29(G) below, 
respectively. For information about orders in connection with the increase in the excise tax on coal 
and on compressed natural gas (“CNG”), see section 1.7.29(H) below. 

(F) The Covid-19 crisis and its possible effect on the area of operations 

As at the approval date of the report, it is not possible to estimate how the Covid-19 crisis will 
continue to develop later in 2020 and how it will affect the Company’s business in the energy sector 
in Israel.  

Insofar as the Covid-19 crisis continues, it may have an adverse effect on the Partnership in 
various aspects, including the impairment of the Partnership's ability to raise funds for refinancing 
or higher refinancing costs; impairment of the Partnership’s ability to repay its liabilities to the banks 
and debenture holders ( interest and principal), which amount to USD 2.6 billion in the 12-month 
period from the approval date of the report; cause events of default that will confer on the lenders 
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grounds to call for immediate repayment of the Partnership’s loans; impairment of the financial 
robustness of the customers of the Partnership and its partners, which may have a direct or indirect 
adverse effect on the Partnership; a consequent decrease in oil and natural gas prices in 
international markets, reduction in the demand for natural gas in the markets relevant to the 
Partnership, and impairment of the Partnership’s revenue from the Tamar and Leviathan 
reservoirs. For additional sensitivity scenarios in the Leviathan and Tamar projects, see sections 0, 

1.7.4(J)(5)b, and 1.7.4(J)(6) below, respectively. 

In addition, restrictions on the entry into Israel, and restrictions imosed in Israel on movement and 
gatherings in an attempt to prevent the virus from spreading may have a material adverse effect on 
the Partnership’s work plans, including material delays in the timetables for the continued planned 
ramp-up in production capacity from the Leviathan reservoir as well as planned maintenance works 
in the Tamar reservoir, among other things, since the appropriate human resources required for 
such operations include foreign experts from the equipment suppliers who may be subject to 
restrictions on movement or entry into Israel. These measures may also result in delays in the 
supply of equipment to Israel, due to production or transportation restrictions in other countries. In 
this regard, it should be noted that Noble, which is the operator in the Tamar and Leviathan oil 
assets, in coordination with the Commissioner of Petroleum Affairs and the Ministry of Health, has 
prepared an action plan for addressing the Covid-19 crisis, among other things, with the aim of 
ensuring, to the extent possible, that the operator’s workforce will be able to reach the offshore and 
onshore facilities of the projects and continue essential operations in these facilities. At this stage, 
and in view of the action plan, no adverse effect is expected on the operating system of the Tamar 
and Leviathan gas reservoirs, including continued implementation of the systems and the ramp-up 
to full production capacity of 12 BCM per year from the Leviathan reservoir, in the coming weeks, 
according to the original plan. Insofar as the Covid-19 crisis intensifies in a manner that risks the 
life or health of the operating team, gas production from the Leviathan and Tamar reservoirs may 
be reduced to ensure the health and safety of the workforce, and to protect the environment and 
the natural gas assets. It should be noted that, as at the approval date of the report, there has been 
no impairment to the operation of the reservoirs and implementation of the ramp-up plan for 
production capacity from the Leviathan reservoir. It is further noted that both Noble and the 
Partnership are defined as enterprises listed in the excluded industries under Emergency 
Regulations (Limiting the Number of Workers in the Workplace to Reduce the Spread of the 
Coronavirus), 2020. 

Forward-looking information: The Company's assessments of the possible consequences 
of Covid-19 constitute forward-looking information, as defined in Section 32A of the Israel 
Securities Law, 1968 (“the Israel Securities Law”). This information is based, among other 
things, on the Partnership's assessments and estimates as at the reporting date and on 
reports published in Israel and around the world on this subject and on the directives of the 
relevant authorities, the materialization of which is uncertain and is not under the 
Company’s control. 

Additional operations of the Partnership in Cyprus: For a description of the economic environment 
and competition in the Cypriot market, see section 1.7.17(B)(2)c below. 

1.7.3. General information about the area of operations 

(A) Operating segment structure and changes 

Oil and natural gas exploration, development and production operations are complex, involving 
considerable costs and significant uncertainty as to costs, schedules, availability of oil or natural 
gas and the ability to produce it while maintaining economic viability. Consequently, 
notwithstanding the heavy investments, exploration, including the exploration and appraisal drilling, 
very often does not provide positive results and does not generate any revenues whatsoever and 
the result is the loss of most or all of the investment. Exploration and production of oil and natural 
gas are usually performed as joint ventures between a number of partners who sign a joint 
operation agreement (“the Joint Operating Agreement” or “the JOA”). Under the JOA, one of the 
partners is appointed as the operator of the joint venture (see the operating agreement for the 
Tamar Project in section 1.7.30(H) below).  

Oil and natural gas exploration, development and production in any area involves several stages, 
including the following: 

(1) Preliminary analysis of geological and geophysical data for the selection of areas showing potential 
for oil and natural gas exploration 

(2) Formulation of a preliminary geological model (“Play”) 
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(3) Geophysical surveys, including seismic surveys, which assist in locating geological formations that 
may contain oil and/or natural gas (“Leads”) and data processing and analysis 

(4) Examination of the Leads and preparation of viable prospects for exploration  

(5) Decision to conduct exploration drilling and preparation for drilling 

(6) Signing agreements with contractors for drilling and accompanying services 

(7) Exploration drilling including logs and other tests 

(8) Production tests if justified by the drilling finding  

(9) Analysis of drilling results, and in the event of a discovery, based on a preliminary evaluation of 
reservoir properties and quantities of oil and/or natural gas reserves, economic and fiscal data 
(including a market valuation), and a preliminary evaluation of the development format and cost. 
Additional seismic surveys and/or appraisal wells may be required to form a better estimate of the 
reservoir properties and oil and/or natural gas quantities in the reservoir. 

(10) Examination of alternatives for commercializing the oil and/or gas, identification and assessment of 
target markets, formulation of a development plan and an economic plan for the project 

(11) Final analysis of the data and decision whether the finding (discovery) is commercial  

(12) Projects for the development of oil and/or natural gas findings require engineering feasibility and 
the signing of long-term binding agreements for the sale of natural gas in appropriate quantities 
and at prices that are suitable, with customers that have the financial ability to raise project 
financing. 

(13) Development of the reservoir, including production wells, installation of pipelines, and construction 
of treatment facilities 

(14) Production from the reservoir, including ongoing operation and maintenance, as well as additional 
development works to maintain and/or increase production capacity. 

(15) After depletion of the reservoir, and after weighing various technical, economic and regulatory 
parameters – abandonment according to accepted local regulations 

These stages do not exhaust all the stages of the exploration, development and production process 
for a specific project, which due to its quality and nature could include only some of these stages 
and/or additional stages and/or stages in a different order. 

In addition, the timeframes for each stage vary according to the nature of the project.  

It is noted that the commercial viability of an oil and/or gas finding is complex and depends on 
many different factors. In this context, there are significant differences between an offshore finding, 
the development of which requires financial inputs and the use of special technologies, such as 
deep-water drilling or laying underwater pipelines and facilities capable of operating with high levels 
of reliability in deep waters, and an onshore finding, where development costs may be significantly 
lower. In addition, the financial, logistical and technical inputs required to develop a natural gas 
reservoir, including for building the components used for the transmission and/or transportation of 
the natural gas that is intended for export to the regional or international market, are generally 
significantly higher than those required for the development and production from a natural gas 
reservoir intended exclusively for the local market. Another key parameter is demand and price in 
the target markets. It is extremely difficult to develop a project of a material scope when natural gas 
demand and prices do not allow raising of project financing. There are also material technological, 
marketing and economic differences between oil reservoirs and natural gas reservoirs. For 
example, the economic viability of a natural gas reservoir generally derives from its marketability to 
a guaranteed attractive destination over the years, since natural gas, unlike oil, is not a commodity 
sold at similar prices worldwide, and its transportation to target markets may be complicated and 
entail liquefaction or compression. Furthermore, the commercial viability of an oil reservoir is 
greatly affected by global oil prices. For example, a reservoir that is commercially unviable when 
the price of oil is USD X a barrel may become commercially viable when the price increases to 
USD X1.5 and vice versa. In view of the above, an oil and/or natural gas reservoir that is 
commercially unviable under certain market conditions may become commercial if significant 
changes occur in market conditions and regulation, and vice versa. 

(B) Restrictions, legislation and special constraints that apply to this area of activity 

For further information see section 1.7.26 below. 
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(C) Market developments or changes in the characteristics of customers 

As at the approval date of the report, the Partnership sells natural gas from the Tamar and 
Leviathan projects to various customers in the local and regional market, mainly to Israel Electric 
Corporation Ltd. (“the IEC”), the National Electric Power Company of Jordan (“NEPCO”), industrial 
plants in Jordan, and Dolphinus Holdings Limited 10  (“Dolphinus”). For a description about the 
Partnership agreements with its customers, see sections 1.7.14(D) and1.7.14(E) below. The 
Partnership also sells condensate to various customers, as set out in section 1.7.14(F) below. 

At the same time, and in view of the significant quantity of resources discovered on Israel's coast, 
mainly the Tamar and Leviathan natural gas reservoirs, the Partnership is taking steps to identify 
markets and customers in the local market and in neighboring countries and/or markets in Europe 
and Asia, subject to restrictions on gas exports, as described in section 1.7.26(A)(4)b below. The 
Partnership is also promoting use of infrastructure now in existence and/or that will exist in the 
foreseeable future and/or that will be built specifically for the purpose of exporting natural gas, 
including additional ways to export natural gas, including by way of liquefaction (LNG) and/or 
compression (CNG). For further information on this subject, see sections 1.7.14(D)(2)c, 1.7.14(E) 
and 1.7.15(B)(2) below. 

(D) Factors affecting the price of and demand for natural gas and other energy products 

The demand for energy in general and natural gas in particular depends on a number of key 
factors, including energy prices, the growth rate of the gross domestic product (GDP), the 
population growth rate, living standards, weather conditions, and the energy efficiency of electricity 
and gas consumers.  

In addition, the volume of natural gas sales is affected, among other things, by the development 
rate of energy sources that may serve as an alternative to natural gas, such as renewable energy; 
energy storage measures; the rate of entry of electric cars, and the rate of conversion of coal-fired 
power plants to use of natural gas. The Ministry of Energy’s policy of encouraging and promoting 
renewable energy production by solar technologies and other means, may affect the market share 
of natural gas in the mix of electricity production sources in Israel. 

Energy prices in international markets including the prices of natural gas and liquefied natural gas 
(“LNG”), renewable energies, oil, and coal, may also affect the volume of the Partnership’s natural 
gas sales and the selling prices of natural gas, both under existing agreements and under future 
agreements, such as agreements for the sale of natural gas to liquefaction facilities and/or 
agreements for the sale of LNG, thereby affecting the economic viability of the promotion of new 
projects that depend on the LNG market or the expansion of existing projects. In addition, low LNG 
prices in international markets may result in an increase of LNG imports to Israel and/or regional 
markets, a reduction in the demands for natural gas in the markets relevant to the Partnership, and 
impairment of the Partnership’s revenues from the Tamar and Leviathan reservoirs.  

There is currently an excess global supply of LNG, partly due to the introduction of new liquefaction 
facilities for production or the expansion of existing facilities, such as liquefaction facilities in the 
United States, Qatar, Russia (the Arctic Circle), and Australia, while there is currently a slump in 
demand, which the Partnership believes is due, among other things, to unusually warm weather in 
the last winter in the regions of demand and the accumulation of stock in natural gas storage 
facilities. In the last winter, the excess supply over demand resulted in a material decrease in LNG 
and natural gas prices on the spot markets in Europe and Asia, where natural gas prices 
developed independently of the oil price, and to where the excess LNG was directed.  

In the fourth quarter of 2019 and the first quarter of 2020, sharp fluctuations and plummeting prices of oil 
and natural gas were recorded in international markets. The Partnership believes that the plummeting 
prices are attributable to a combination of several factors, including: (A) an increase in supply and 
decrease in demand for natural gas (including LNG), among other things, due to the introduction of new 
liquefaction facilities and to weather conditions, as set out above; (B) a significant slump in demand for 
energy products due to the spread of the Covid-19 crisis, as set out in section 1.7.2(F) above; and (C) 
global macroeconomic factors, including the US-China trade war and the absence of an agreement (as 

 

10  To the best of the Partnership’s knowledge, Dolphinus is a special purpose company registered in the Cayman 
Islands. Dolphinus operates in natural gas trade and supplies gas to large consumers in Egypt, primarily to EGAS, 
a government-owned company.  
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at the approval date of the report) between the oil producing countries to impose coordinated 
restrictions on global oil production with the aim of balancing and increasing the price of oil.  

It should be noted that the decrease in prices and the excess global supply of LNG have led the 
IEC to purchase several LNG cargoes at the expense of purchasing natural gas from the Tamar 
and Leviathan reservoirs.  

(E) Significant technological changes 

In the past decades, there have been technological changes in oil and natural gas exploration, 
development and production, relating to data collection and analysis as well as drilling and 
production methods. These changes have improved the quality of data available to oil and natural 
gas exploration companies and allow more advanced identification of potential oil and natural gas 
reservoirs, and therefore might also reduce the risks involved in drilling. These technological 
improvements will also improve drilling and production works and allow operation under far more 
difficult conditions than in the past, including at significant water depths. Accordingly, oil and natural 
gas exploration companies are able to invest exploration efforts in areas where drilling used to be 
impossible, or was only possible at a very high cost and much higher risk. The Partnership and 
operators in the various projects in which the Partnership strive to use the best available 
technologies in all segments of operations. For example, in the past two years, considerable 
resources have been invested in the reprocessing of seismic surveys using innovative 
technologies, in order to improve the database, update the maps of the reservoirs and assess their 
characterizing parameters, and accordingly to update the volume of their natural gas resources. In 
addition, reprocessing was used to define new deep prospects (see section 1.7.4(J)(11) below). 
Furthermore, technologies defined as the best available technologies were used, to the extent 
possible, in both the Tamar project and the Leviathan project in order to increase the efficiency of 
the production system, enhance safety in the system, and reduce their effect on the environment.  

Technological changes in production and marketing of natural gas, such as newer and more 
efficient technologies for converting natural gas into LNG through an onshore or offshore facility 
FLNG), or into CNG, and gas to liquids (GTL), may contribute to more efficient transportation and 
commercialization of natural gas.  

(F) Critical success factors in the area of operations 

(1) Identifying and obtaining exploration rights (purchase or farm-in) in areas where there is potential 
for a commercial finding  

(2) Financial abilities and the ability to raise considerable financial resources  

(3) Use of advanced technologies, for example, 3D seismic surveys and advanced data processing 
technologies for the identification and preparation of drilling prospect, for improvement of the 
evaluation of drilling results, and for the preparation of a development plan 

(4) Partnering with highly knowledgeable and experienced entities which operate in the sector, to 
perform complex drilling and/or complex development plans, using their professional knowledge 
and their participation in the substantial financial investments  

(5) Successful exploration operations  

(6) If natural gas is found, signing agreements for the sale of the gas in satisfactory quantities and for 
appropriate prices 

(7) Existence of engineering, geological, financial, and commercial knowledge, experience and ability 
to manage exploration, development, and production projects in considerable financial scopes, 
including the construction of production and export infrastructure  

(G) Changes in raw materials and suppliers 

For further information see section 1.7.21 below. 

(H) Entry and exit barriers 

The major entry barriers in the area of operations are the permits and licenses required for oil and 
natural gas exploration, development, and production, compliance with the provisions of the law 
and regulation, including the directives and criteria established by the Commissioner of Petroleum 
Affairs (in Cyprus – the directives and criteria established in legislation and arrangements under 
production sharing contract, as described in section 1.7.6(D) below), the ability to transfer and/or 
purchase rights in oil assets, including in respect of demonstration of the applicant's financial 
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stability and the operator's technical capacity required to obtain them, as well as the existence of 
the technical and financial ability to make large-scale investments amounting to billions of USD, 
characterized by the relatively high risk level involved in exploration, development, and production.  

The significant exit barriers in Israel are mainly the Partnership’s commitments under long-term 
agreements for gas supply. In addition, both in Israel and in Cyprus, there is a requirement to plug 
and abandon wells and dismantle production facilities before abandoning lease areas, as set out in 
the lease deeds, the PSC in Cyprus, and the provisions of the law regarding the abandonment of 
offshore oil and gas wells.  

It is noted that for all matters relating to withdrawal from existing projects by way of a full or partial 
sale, there may be exit barriers arising from regulatory requirements, which will apply to the buyer 
and from the significant financial scope of this sale.  

(I) Substitutes for products of the area of operations  

Natural gas is used mainly as raw material to produce energy and is sold in Israel and the region 
mainly to electricity producers and industrial customers. In general, natural gas alternatives include 
mainly diesel fuel, fuel oil, coal, LPG, LNG, petcoke, and energy from renewable sources, such as 
solar and wind, energy, including renewable energy that may be produced beyond market demand 
and stored in energy storage facilities for future use. Each of these substitute fuels and alternative 
energy production methods have advantages and disadvantages, and they are subject to price 
fluctuations, availability, technical constraints, availability of land and more. The transition from use 
of one energy source to another usually requires considerable investment. The major advantages 
of natural gas over coal and liquid fuels are that the energy efficiency of natural gas-fired power 
stations is significantly higher than that of coal- and diesel-fired power stations, and the emission of 
particles and sulfur oxides and nitrogen from combustion of natural gas is significantly lower than 
that of coal and fuel oil. For information about the Minister of Energy's announcement that it was 
bringing forward the date of discontinuation of use of coal in Israel to 2025 instead of 2030, see 
section 1.7.29(G) 1.7.29(G) below.  

(J) Structure of competition in the field of operations  

For further information see section 1.7.17 below. 
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Oil assets in the Mediterranean Sea in which the Company holds rights: 

1.7.4. Leviathan project 

(A) General 

As at the approval date of the report, the Company’s rights in the Leviathan projects are due to its 
direct and indirect holdings in 54.7% of the unit capital of Delek Drilling, which holds 45.34% of the 
participating rights in the project, and due to the rights of the Company and Delek Energy to 
royalties from the Partnership’s share in the project, as set out in section 1.7.1(B)(1) above and 
section 1.7.30(J) below. The information below is correct as at the approval date of the report, and 
refers to all the Company’s direct and indirect rights in the project.  

General information about the oil asset 

Name of oil asset Leviathan North 

Leviathan South 

Location Offshore assets 130-140 kilometers west of 
Haifa 

Area The area covered by the two leases together 
is 500 square kilometers 

Type of oil asset and description of permitted 
operations according to the type 

Lease 

Operations permitted under the Petroleum 
Law – exploration and production 

Original grant date of the oil asset March 27, 2014 

Original expiry date of the oil asset February 13, 2044 

Decision date for extension of the term of the oil 
asset 

- 

Current expiry date of the oil asset February 13, 2044 

Note whether there is an additional option of 
extending the period of the oil asset: if there is such 
an option, note the period of the possible extension 

Subject to the Petroleum law, may be 
extended for an additional 20 years 

Note name of the operator Noble 

Names of the direct partners in the oil asset and their 
direct share in the oil asset and, to the best of the 
Company's knowledge, the names of the controlling 
owners in the partners  

• The Partnership (45.34%) 

• Noble11 (39.66%) 

• Ratio Oil Exploration (1992) – Limited 
Partnership (“Ratio”) (15%) To the best of 
the Company's knowledge, the general 
partner in Ratio, Ratio Oil Exploration 
Ltd., is jointly owned by D.L.I.N. Ltd. 
(“D.L.I.N”) (34%); Hiram Landau Ltd. 
(“Hiram”) (34%); Eitan Eisenberg Ltd. 
(“Eisenberg) (8.5%), Eyal Zafriri (4.3%), 
Ido Porat (1.4%), Asher Porat (1.4%), 
Daniel Soldin (1.4%) and Adv. Boaz Ben 
Tzur and Adv. Robi Behar in trust for 
Shlomi Shukrun (15%). D.L.I.N is a 
private company owned by Yair Rotlevy 
(1/3) and Ligad Rotlevy (2/3). Hiram is a 
private company controlled by estate of 
the late Yeshayahu Landau. Eisenberg is 
a private company controlled by Eitan 
Eisenberg.12  

 

11  Noble is a wholly-owned subsidiary of Noble Energy Inc. (in this section below: “Noble”), a public company traded 
on the NYSE. To the best of the Company’s knowledge, no shareholder holds more than 12% of the issued share 
capital.  

12  As at the approval date of the report, the interested parties in Ratio Yam held less than 22% (other than the holding 
in mutual funds and provident funds).  



 

A - 27 

 

General information about the Company's share in the oil asset  

Acquisition date of the lease for the acquired oil asset The Leviathan Leases were granted to the 
Partnership on March 27, 2014 to replace 
the 349/Rachel and 350/Amit licenses. 

Description of the Company's holding in the oil asset As set out in section (A) above. 

Effective share of oil asset revenues attributable to 
equity holders of the Company: 

In the right to participate in revenue: 

Before ROI – 20.57% 

After ROI – 19.33% 

In right to receive royalties: 

Before ROI – 0.68% 

After ROI – 2.95% 

In revenue:  

Before ROI – 21.25% 

After ROI – 22.28% 

Total share of the Company's equity holders in the 
cumulative investment in the oil asset in the five 
years preceding the last day of the reporting year 
(whether recognized as an expense or as an asset in 
the financial statements): 

 USD 971,931 thousand 13  

 

(B) Main terms of the Leviathan Leases 

(1) The terms that were established in the Leviathan North and Leviathan South Leases are the same 
in principal. The description below presents the major issues in the Leviathan South Lease (in this 
section below: “the Lease”), and where there is a material difference in relation to the Leviathan 
North Lease, this is stated.  

(2) The operator’s actions will be binding on the leaseholder and notices from the Commissioner of 
Petroleum Affairs or his representative to the operator will be binding on the leaseholder. The 
provisions in this section will not derogate from the obligations and responsibilities of any of the 
Leviathan partners to act in accordance with the provisions of the Lease and the provisions of the 
law, jointly and collectively.  

(3) The leaseholder will only replace the operator with advance written approval by the Commissioner 
of Petroleum Affairs. 

(4) Scope of the lease 

A. The leaseholder will have the exclusive right for exploration and production of oil and natural gas in 
the lease area alone, for the entire term of the lease, subject to the other provisions of the lease 
deed and to any law. 

B. The leaseholder, at its sole responsibility, will plan, finance, construct, and operate the production 
system and will maintain it for the purpose of its ongoing operation, through the operator, 
contractors, planners, and consultants who have a high level of expertise and extensive experience 
in their fields, in such manner so as to enable the reliable, regular, proper, and safe supply of oil 
and natural gas from the Leviathan field. 

(5) Term of the lease 

If the term of the lease ends or if the lease is revoked under the provisions of the Petroleum Law 
and its related regulations, or under the provisions of the lease deed, the right of the leaseholder to 
act by virtue of the lease deed will expire. 

(6) Sales to consumers in Israel and for export 

A. The leaseholder will not unreasonably refuse to supply oil and natural gas to consumers in Israel. 

 

13  This amount does not include the construction costs of the Israeli transmission system up to the Israeli-Jordanian 
border, as set out in section 1.7.15(B)(2)b.1 below, and the costs for the participating fees in Leviathan (as set out 
in section 1.7.30(F)(3)1.7.30(F)(3) below). 
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The export of natural gas from the lease requires written approval from the Commissioner of 
Petroleum Affairs with the approval of the Minister of Energy (in this section: (“the Export 
Approval”), in accordance with the government decision set out in section 1.7.26(A)(4)b below. It is 
noted that actual exports will only be permitted after the implementation of a development plan that 
provides the local market with a quantity of 540 BCM, in accordance with the Government decision. 
In addition, exports will not be permitted in a manner that harms the leaseholder’s ability to supply 
natural gas from the Leviathan field to the national transmission system, in an amount of at least 
1.05 MCM of gas per hour (from the areas of both Leviathan Leases). In any event, actual export 
will not begin before the start of supply to the transmission system.  

B. Notwithstanding the aforesaid, the Commissioner of Petroleum Affairs may consider decreasing the 
amount that the leaseholder is required to supply from the Leviathan field to the national 
transmission system as aforesaid, if there is, among other things, another leaseholder that will 
receive a lease after March 27, 2014, that supplies or is expected to supply, within a reasonable 
period, gas to the national transmission system. 

C. If there is a shortage of natural gas in Israel, the leaseholder will give preference to the requirements of 
the local market, in relation to supply capacity that is not subject to the sales commitments under a 
contract that is valid at such time. The quantity supplied to the local market as aforesaid will be 
considered to be part of the quantity earmarked for the local market under the government decision, 
and will not diminish from the quantity permitted for export according to the Export Approval, if granted. 

(7) Construction of facilities and adjustment of the capacity to requirements of the local economy  

A. The planning and construction of the production system and the transmission system to the shore 
according to the development plan will be performed so as to allow the supply and flow of gas to 
the national transmission system in an amount of at least 1.4 MCM per hour (12 BCM per year) 
from the areas of the Leviathan Leases together. 

B. The leaseholder may, subject to receiving written approval from the Commissioner of Petroleum 
Affairs and the Director General of the Natural Gas Authority, as applicable, increase the capacity 
of the production system and transmission system to the supplier, and add facilities and wells, in a 
manner that will allow the flow of gas to the national transmission system in quantities exceeding 
those stated in subsection (a) above. 

C. The Commissioner of Petroleum Affairs may require the leaseholder, if he considers this necessary 
under special circumstances, to add facilities, wells, and another entry point to the production and 
transmission systems, in a manner that allows the safe, reliable, and effective flow of gas 
quantities, exceeding the quantities set out above, to consumers in Israel; this requirement will only 
be made under special circumstances, and while weighing and balancing all the relevant 
considerations, including considerations of economic feasibility, and if the Commissioner of 
Petroleum Affairs finds that the addition has no economic feasibility for the leaseholder, only if a 
solution is found. If the Commissioner of Petroleum Affairs makes such a demand, the leaseholder 
will prepare an addition to the development plan and submit it to the Commissioner of Petroleum 
Affairs for approval within the period determined by the Commissioner of Petroleum Affairs in his 
demand.  

(8) Commercial production 

A. Commercial production from the area of the lease will be in accordance with the following 
principles: 

 Production will be carried out with proper diligence, without waste, without creating risk, and in a 
way that does not harm the characteristics of the gas reservoirs in the Leviathan field. 

 Production from each well will be carried out in accordance with the maximum effective output; the 
Commissioner of Petroleum Affairs may instruct the leaseholder, from time to time, as to the 
maximum output, taking into account the data from the gas reservoirs in the Leviathan field and 
their characteristics. 

 The leaseholder will maintain the quality of the gas delivered to the national transmission system in 
accordance with the gas specification to be determined. 

B. The leaseholder will carry out commercial production in accordance with the regulations issued by 
the competent authorities and with the law, and in accordance with the provisions of any license, 
permit, and other document required for such purpose under any law. 
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C. The leaseholder will not start commercial production or gas flow to the leaseholder's transmission 
system before applying to the Commissioner of Petroleum Affairs for approval to operate and 
before obtaining the approval of the Commissioner of Petroleum Affairs. 

D. At the end of each year (at least 30 days before the end of the calendar year), the leaseholder will 
submit a detailed work plan to the Commissioner of Petroleum Affairs, describing the work planned 
for the lease in the following year for the purpose of production and compliance with the provisions 
of the lease deed, a projection of the costs for performing the operations in the work plan, and a 
forecast of the production rate in the following year. 

E. The leaseholder will notify the Commissioner of Petroleum Affairs of the planned date for beginning 
construction of additional facilities in order to comply with the provisions in the lease deed. 

(9) Supervision companies 

The planning of the production system, production of its components, its construction and operation 
will be supervised by qualified supervision companies with experience in supervising planning, 
production, construction, or operation, as the case may be, of offshore production systems, subject 
to the approval of the Commissioner of Petroleum Affairs. 

(10) The development plan  

A. The leaseholder will prepare and submit the development plan that it proposes for the Leviathan 
field to the Commissioner of Petroleum Affairs for approval. 

B. In the development plan, the leaseholders will include a detailed timetable for implementing the 
development plan for the production system for the local market, according to which commercial 
production and supply of natural gas to the transmission system will start 48 months from the date 
the lease deed was granted. 

C. The leaseholder may submit a reasoned and detailed request to the Commissioner of Petroleum 
Affairs to postpone or update the timetable set out in the development plan. The Commissioner of 
Petroleum Affairs will postpone or update the timetable, as requested or otherwise, as he sees fit 
under the circumstances, if convinced that the leaseholder acted with appropriate diligence as 
required for meeting the timetable, and that the delay in the timetable is not due to an act or 
omission of the leaseholder, or due to an event the results of which the leaseholder could, with the 
appropriate diligence, have prevented or limited or minimized.  

(11) Change of conditions in the lease deeds  

If a layer is discovered in the area of the lease, from which crude oil can be produced in 
commercial quantities, the Commissioner of Petroleum Affairs will add sections to the lease deed 
that will include all the necessary provisions to adapt it to the production of crude oil, its processing 
and transmission; the leaseholder will not produce oil from the area of the lease unless these 
sections are added, and in accordance with their provisions.  

(12) Cancellation or restriction of the lease 

The lease will be terminated at the end of the lease term, upon its expiry under section 29 of the 
Petroleum Law or its cancellation under section 55 of the Petroleum Law, including if one of the 
conditions set out below occur: 

A. The leaseholder materially deviated from a material provision of the lease deed or from the 
directives of the Commissioner of Petroleum Affairs by virtue of the lease deed. 

B. The Guarantee (as set out in section 14 below) or a part of it has been foreclosed and the 
leaseholder did not complete the amount of the Guarantee as required under the provisions of the 
lease deed. 

(13) The dismantling plan 

A. No later than the date on which the balance of the reserves (2P) in the Leviathan field, according to 
the updated and latest resource assessment report, is depleted to less than 125 BCM, the 
leaseholder will submit a detailed plan to the Commissioner of Petroleum Affairs for the dismantling 
of the facilities, and an estimate of the dismantling costs (“the Dismantling Plan”) If the leaseholder 
does not submit the Dismantling Plan on time, or the Commissioner of Petroleum Affairs finds that 
the Dismantling Plan that was submitted is not suitable for approval, and the parties did not 
succeed in agreeing on a Dismantling Plan, the Commissioner of Petroleum Affairs will determine 
the Dismantling Plan in accordance with accepted international standards. 
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B. As at the approval date of the Dismantling Plan by the Commissioner of Petroleum Affairs, the 
Commissioner of Petroleum Affairs will determine a plan for the leaseholder according to which the 
leaseholder will provide collateral or a deposit in “an abandonment fund”, on the dates, in the format, 
and according to the accrual method, as instructed by the Commissioner of Petroleum Affairs, with the 
aim of ensuring that the leaseholder has the means required for implementing the Dismantling Plan. 

C. The leaseholder will inform the Commissioner of Petroleum Affairs of the intention to abandon a 
well, at least three months before the date of the planned action, and the well will not be 
abandoned before receiving written approval from the Commissioner of Petroleum Affairs.  

(14) Guarantees14  

A. To ensure the fulfillment of the provisions of the lease deed and any approval of the Commissioner 
of Petroleum Affairs under the lease deed (in this section: “the Letters of Approval”), for ensuring 
the payments from the leaseholders to the State under any law, and as a condition for granting the 
lease deed, the leaseholder will provide an autonomous, unconditional and irrevocable bank 
guarantee in favor of the State of Israel in the amount of USD 50 million for each of the Leviathan 
Leases (a total of USD 100 million, the Partnership’s share is USD 45 million15), in accordance with 
the timetables set out in section B below (in this section: (“the Guarantee”). 

B. The Guarantee will be provided in three stages, as follows: 

 By April 10, 2014, a guarantee in the amount of USD 20 million will be provided for the Leviathan 
South Lease and in the amount of USD 30 million for Leviathan North Lease. As at the approval 
date of the report, each of the leaseholders in the Leviathan project provided their share in the 
Guarantee. 

 Once approval to operate the production system is obtained, the Guarantee will increase to USD 
37.5 million for each of the Leases. As at the approval date of the report, each of the leaseholders 
in the Leviathan project provided their share in the Guarantee. 

 Once production for export under the expansion of the development plan commences, and no later 
than December 31, 2020, the Guarantee will increase to USD 50 million for each of the Leases. 

C. The Guarantee will remain in effect throughout the Lease term and will remain in effect after the 
Lease expires, provided the Commissioner of Petroleum Affairs has not announced that it is no 
longer necessary and subject to the provisions of the Petroleum Law.  

D. The Guarantee will secure the fulfillment of the provisions of the lease deed and Letters of 
Approval by the leaseholder, secure payments due to the State from the leaseholder by law for 
compensation and indemnity of the State and any State authority for any damage, payment, loss, 
or expense incurred by them, directly or indirectly, due to failure to fulfill any of the provisions of the 
lease deed or the Letters of Approval, at their due date and in full, or due to the cancellation, 
limitation or suspension of any of the lease terms, or due to any act or omission by the leaseholder 
in connection with the lease and the fulfillment of the lease terms, and to secure payment of any 
financial sanctions on the leaseholder under any law.  

E. The Commissioner of Petroleum Affairs may foreclose all or part of the Guarantee, in any of the 
circumstances set out below: 

 The leaseholder did not carry out the development plan approved by the Commissioner of 
Petroleum Affairs and according to the conditions set out in the approval, or did not construct 
production system facilities, or did not begin commercial production or delivery to the transmission 
system on the dates set out in the lease deed or in the Letters of Approval.  

 A safety or environmental malfunction occurred as a result of the leaseholder’s operations, and the 
leaseholder did not repair the malfunction or its consequences according to the directives of the 
Commissioner of Petroleum Affairs and the law. 

 Regarding the Leviathan North Lease alone – the leaseholder violated a term set by the 
Commissioner of Petroleum Affairs regarding the abandonmentof the Leviathan 2 well or did not 
implement the abandonment plan for the well in the optimal manner. 

 

14  The guarantee will be provided for each of the Leviathan Leases separately, but each will apply to both leases, as 
aforesaid. 

15  As at the approval date of the report, the Partnership has provided a Guarantee in the amount of USD 34 million. 
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 The leaseholder did not perform the abandonment in accordance with the Dismantling Plan. 

 A claim or demand is filed against the State for payment of compensation for damage caused due 
to a violation of any of the terms in the lease deed or the Letters of Approval, due to the deficient 
implementation of the provisions of the lease deed or the Letters of Approval or due to cancellation 
of the lease deed, and if the State incurs any expense due to the claim or demand; the Guarantee 
will only be foreclosed to cover the amount of the claim after a court judgment on the claim has 
been handed down (including an arbitrator’s judgment) and becomes final and conclusive, and in 
accordance with the amounts ruled against the State (and in the event of a settlement, subject to 
approval by the leaseholder, which will only be withheld for reasonable reasons) and subject the 
leaseholder having been given the opportunity to join as a party to the proceeding. 

 The State incurs expenses or damage as a result of the cancellation of the lease; 

 The leaseholder did not perform the tests required according to the lease deed, did not submit 
reports and documents as required according to the lease deed. 

 The leaseholder did not comply with any of the provisions relating to insurance as determined in 
the lease deed or as imposed according to any law. 

 The leaseholder violated the instructions of a representative of the IDF on any security matter 
related to the production system. 

 The leaseholder did not comply with the provisions in the lease deed relating to the Guarantee. 

 The leaseholder materially breached another condition in the lease deed or the Letters of Approval 
or the instructions of the Commissioner.  

F. If the Commissioner of Petroleum Affairs finds that there are alleged grounds for the foreclosure, 
the Commissioner will notify the leaseholder of the grounds and will allow the leaseholder to 
respond to the alleged grounds and the possible foreclosure, within seven days from receipt of the 
warning letter, unless, under the circumstances, waiting is not possible. If the Commissioner of 
Petroleum Affairs decided, after considering the leaseholders response, if any, that there is room 
for foreclosure, a notice will be sent to the leaseholder describing the breach, the reasons for the 
foreclosure, and the amount of the foreclosure. The Commissioner of Petroleum Affairs may apply 
to the bank for foreclosure as from the end of the seven days from the day the notice was 
delivered, unless prior to that date, the leaseholder paid the amount set out in the notice. 

G. Notwithstanding the provisions in subsection (F) above, if the alleged grounds for foreclosure are 
an act or omission that may be remedied, the Commissioner of Petroleum Affairs may notify the 
leaseholder that the request to the bank will be made if, within a defined period, the leaseholder 
does not remedy the act or omission, and the defined period passes without the leaseholder 
remedying the act or omission to the satisfaction of the Commissioner of Petroleum Affairs.  

H. If the Guarantee or any part of it is foreclosed, the leaseholder will provide a new guarantee, or 
supplement the balance up to the amount of the Guarantee, as it is intended to be at such time, 
immediately upon receipt of the demand of the Commissioner of Petroleum Affairs. 

I. Neither the authority to foreclose nor the foreclosure derogates from the right of the State to claim 
from the leaseholder payment for damages under the lease deed, or from the right of the State or 
the Director General of the Natural Gas Authority to claim any remedy or other relief according to 
any law or the lease deed. 

(15) The lease deeds include additional provisions, including for the following matters: security 
arrangements; conditions for operation of the facilities and repair of malfunctions; tests; reporting 
and supervision; services to other leaseholders; provisions relating to environmental protection, 
safety; restrictions on the transfer of or pledge on the lease deed and assets of the production 
system; liability, indemnification and insurance. 

(C) Compliance with the terms of the work plan in the Leviathan project  

A binding work plan has not been established for the Leviathan project, other than the conditions in 
the terms of the Leviathan Leases described in section 1.7.4(B) above. 

(D) Actual and planned work plan for the Leviathan project 

The table below includes a summary of the main operations actually performed in the Leviathan 
project since January 1, 2017 through to the approval date of the report and a summary of the 
planned operations in the project:  
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Period 
Summary of actual operations in the period or 

of the planned work plan 

Estimated total 
budget for 

operations on the 
level of the oil asset 

(USD thousands) 

Actual participation 
of the Company's 
equity holders in 
the budget (USD 

thousands) 

2017 • FID by the Leviathan partners for the 
development of Phase I – First Stage of the 
Leviathan reservoir (for further information see 
section 1.7.4(E) below) and the signing of 
agreements for the purchase of equipment and/or 
services in for the development plan, as 
approved.16 

• Construction of Israel’s transmission system to 
the Israeli-Jordan border, as set out in section 
1.7.15(B)(2) below.  

• Completion of the Leviathan-5 appraisal and 
production drilling in the area of the North 
Leviathan lease and verification of the presence 
of natural gas in three layers in the Leviathan 
reservoir (Sands A, B and C).17 

• A decision of the Leviathan partners regarding 
the development and production drilling of the 
Leviathan-7 well in the area of the I/14 Leviathan 
South lease and drilling of its upper part.  

• The continuation of monitoring in the area of the 
Leviathan-2 well, in coordination with the Ministry 
of Energy and Ministry of Environmental 
Protection.  

• Continuation of mapping and analysis of 
additional prospects in the lease area, in 
particular, to the deep targets, and environmental 
tests 

• Start of the reprocessing project for seismic 
surveys 

• Continued update of the geological model and 
flow model, among other things, according to 
drilling data and plans for additional drilling. 

 
765,93118 

 
 
 
 
 

62,075 

 
 

94,385 

 
 

16,551 

 
 
 

192 

 
 
 
 
 

1,228 

 
195,315 

 
 
 

15,829 

 
24,069 

 
 

4,221 

 
 

50 

 
 
 

325 
 

 201819  • Completion of drilling the Leviathan 3 and 
Leviathan 7 wells, and completion drilling the 
Leviathan 3, 4, 5 and 7 wells.20 Continuation of 
Phase I – First Stage development of the 
Leviathan reservoir  

•  Monitoring the area of the Leviathan 2 well, in 
coordination with the Ministry of Energy and 
Ministry of Environmental Protection, to ensure 
the continuation of environmental restoration 

• Continuation of the project for reprocessing 
seismic surveys, among other things, regarding 
exploration drilling to deep targets in the 

 
1,521,955 

 
 
 
 

25 

 
 
 

 
412,836 

 
 
 

7 

 
 

706 

 
 

 

16  The cost does not include the cost of the exploration and production drilling of the Leviathan-5 well and 
development and production drilling of the Leviathan-7 well, which were integrated as part of the production drillings 
at the Leviathan reservoir, as part of the development plan for the Leviathan reservoir and completion of the 
production drillings of the Leviathan-3 and Leviathan-4 wells.  

17  The drilling cost is included in the Leviathan reservoir development budget as approved in the amount of USD 3.75 
billion (100%).  

18  This cost is part of the Leviathan reservoir development budget as approved in the amount of USD 3.75 billion 
(100%). For further information, see section 1.7.4(H  below. 

19 Costs in 2018 do not include an adjusted budget (decrease) of USD 211 thousand (100%) (the Company's share is 
USD 57 thousands), abandonment costs of the reservoir, including their expenses, insurance, administrative and 
general costs, and costs for the construction of Israel’s transmission system to the Israeli-Jordan border. 

20  The budget is included in the overall development budget of Phase I – First Stage as described above. 
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Period 
Summary of actual operations in the period or 

of the planned work plan 

Estimated total 
budget for 

operations on the 
level of the oil asset 

(USD thousands) 

Actual participation 
of the Company's 
equity holders in 
the budget (USD 

thousands) 

Leviathan Leases. 

• Continued update of the geological model and 
flow model, among other things, according to 
drilling data  

2,603 

201921 • Completion of the development of Phase I – First 
Stage for development of the Leviathan reservoir 
and the start of gas supply from the reservoir. 

• Completion of the project for reprocessing 
seismic surveys and the start of interpretation of 
the results, among other things, regarding 
exploration drilling to the deep targets in the 
Leviathan Leases.  

• Assessment of various alternatives for exporting 
natural gas through a subsea pipeline and/or 
liquefaction, including FLNG, through an 
agreement for engineering services for a FEED 
and engineering plan. 

• Monitoring activities in the area of the Leviathan 2 
well, with the aim of ensuring the continuation of 
environmental restoration As at the approval date 
of the report, it appears that the plugging of the 
well in 2012 is effective, that there is no evidence 
of any effect from it, and that the environment is 
being restored gradually and continuously. 

• Continued update of the geological model and 
flow model, among other things, according to 
drilling data. 

 
1,020,169 

 
 
 

2,093 

 
 
 

1,341 

 
 
 
 

220 

 
 

 
276,725 

 
 
 

568 

 
 

364 

 
 
 
 
 

60 

2020 
onward
s22 

• Costs associated with the completion of Phase I 
– First Stage of the Leviathan reservoir, including 
completion of a trial run of all the systems on the 
platform (including the turbo expanders), and 
completion of construction of the onshore 
condensate system, including completion and full 
operation of the Hagit site. 

• Continued production from the Leviathan 
reservoir, routine operation and maintenance. 

• Formulation of a prospect to deep targets in the 
Leviathan Leases for submission to the 
Commissioner of Petroleum Affairs, and in this 
context. assessment of the feasibility of 
conducting another seismic survey to enhance 
existing knowledge, in order to establish a 
decision on exploration drilling to the new targets. 
In this context, it should be noted that as at the 
approval date of report, the Partnership is  
considering the possibility of adding a strategic 
partner with relevant knowledge and experience 
in the specification, drilling, and development of 
the exploration targets that were identified in the 

 
121,35624 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
30,078 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

21  The costs listed in 2019 do not include the abandonment costs of the reservoir, including the expenses for them, 
insurance and general and administrative costs, costs for construction of the Israel transmission system up to the 
Israel-Jordan border, as set out in section 1.7.15(B)(2) below, costs for participation fees in Leviathan (as set out in 
section 1.7.30(F)(3)c below), and costs associated with the EMG Transaction.  

22  The budgets set out for 2020 do not include costs that the Partnership may incur for the construction of the 
combined section (as defined in section 1.7.29(D)(10)c.1 below) in the amount of USD 65 million, which has not yet 
been approved by the Leviathan Partners, and the abandonment costs of the reservoir, including expenses for 
insurance, administrative and general costs. 
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Period 
Summary of actual operations in the period or 

of the planned work plan 

Estimated total 
budget for 

operations on the 
level of the oil asset 

(USD thousands) 

Actual participation 
of the Company's 
equity holders in 
the budget (USD 

thousands) 

lease (specifically a carbonate buildup target). 

• Additional drilling and completion activities in the 
context of Phase I – First Stage of the 
development of the Leviathan reservoir, as set 
out in the discounted cash flow figures for the 
contingent resources presented below23.  

• Development of Phase I – Second Stage for 
development of the Leviathan reservoir and/or 
development alternatives, as required. 

• Assessment of various alternatives for exporting 
natural gas through a subsea pipeline and/or 
liquefaction, including FLNG, through an 
agreement for engineering services for a FEED 
and engineering plan.  

• Monitoring activities, to the extent required, in the 
area of the Leviathan 2 well, with the aim of 
ensuring the continuation of environmental 
restoration 

• Continued update of the geological model and 
flow model, among other things, according to 
drilling and production data and plans for 
additional drilling, to the extent required. 

 
 

3,086,00025 

 
 

To be determined 
according to the 

option implemented. 
For further 

information, see 
sections 1.7.4(E)(1) 

and1.7.4(E)(2) 
below.26 

 

41,50027 

 
 

47928 

 
 

764,855 

 
 
 
 
 
 
 
 

10,286 

 
 

119 

 

 

(E) Plan for development of the Leviathan reservoir 

On June 2, 2016, the development plan was approved by the Commissioner of Petroleum Affairs. 
In the approval letter, the Commissioner of Petroleum Affairs stated that based on the opinion of an 
international company that was submitted to his office, the estimated total recoverable quantity 
natural gas, based on the development plan that was submitted, is 17.6 TCF. The Commissioner of 
Petroleum Affairs also noted that after receiving additional data about the reservoir, and in 
particular, from the Leviathan-5 drilling, and after receiving data obtained during production from 
the field, the recoverable quantity will be updated, in order to calculate export permits, if required, 
among other things. It should be noted that the operator of the Leviathan project submitted and 
submits a full database to the Commissioner of Petroleum Affairs, which is updated from time to 
time, including data of the Leviathan 3, 4, 5, and 7 wells and completions, the results of seismic 
survey reprocessing, updated geological and flow models, and production data. It should be noted 
that the valuation of the resources in the opinion is materially different from the valuation of the 
resources submitted to the Leviathan partners by NSAI, as set out in section 1.7.4(J) below.  

As at the approval date of the report, the Partnership, together with the other Leviathan partners, is 
holding discussions with the Ministry of Energy regarding the possibility of updating the evaluation 
of the resources in the Leviathan reservoir. However, it should be emphasized that, for all the 
current export agreements, export licenses were granted for the entire quantity in the agreements, 
and in addition, the Partnership believes, given the Government's policy on natural gas exports, 
that the recoverable quantity, according to the Commissioner for Petroleum Affairs, is also 
sufficient for implementation of the Leviathan expansion plan as set out in section E below. 

 

24  The development budget for Phase I – First Stage as described above.  
23  In the probable reserves and best estimate contingent resources scenario. It should be noted that the budget does 

not include abandonment costs. 
25  This budget has not yet been approved by the Leviathan partners.  
26 This budget has not yet been approved by the Leviathan partners.  
27  The budget was approved by the Leviathan partners.  
28  The budget was approved by the Leviathan partners.  
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On February 23, 2017, the Leviathan partners made a final investment decision (FID) for the 
development of Phase I – First Stage in the development plan of the Leviathan reservoir, with an 
annual capacity of 12 BCM, at a budget of USD 3.75 billion (for 100% of the rights in the Leviathan 
reservoir). In the development period, there was a total decrease of USD 217 million (100%) in the 
Phase 1 – First Stage development budget as estimated when it was approved, therefore the total 
Phase 1 – First Stage development cost amounted to USD 3.5 billion (100%). On November 19, 
2019, the running-in period of the systems of the Leviathan rig and the related infrastructures 
began; on December 31, 2019, natural gas started to flow from the Leviathan reservoir; on January 
1, 2020, the sale of natural gas to Jordan started under the NEPCO agreement (set out in section 
1.7.14(E)(2)a below); and on January 15, 2020, natural gas started to flow from the reservoir to 
Egypt under the Dolphinus agreement (as set out in section 1.7.14(E)(2)b below). 

(1) The plan for the full development of the Leviathan reservoir (Phase I – First Stage and Phase I –
Second Stage) includes the supply of natural gas to the local market and for export and the supply 
of condensate to the local market (below in this section: “the Development Plan” or “the Plan”), the 
main points of which are as follows: 

A. Eight production wells in the first stage (four of which have already been drilled and completed for 
production under Phase I – First Stage) will be connected by a subsea pipeline to a fixed platform 
(below in this section: “the Platform”), located offshore in the territorial waters of Israel, in 
accordance with the provisions of National Outline Plan 37/H, on which the gas and condensate 
treatment systems were installed. Gas flows from the Platform to the northern entrance of the 
national transmission system of Israel National Gas Lines as defined in National Outline Plan 37/H 
(“the Connection Point to INGL”). The condensate flows to the shore through a separate pipeline 
adjacent to the gas pipeline, and is connected to the existing oil pipeline of Europe Asia Pipeline 
Co. (“EAPC”) that leads to the tank farm of Petroleum & Energy Infrastructures Ltd. (“PEI”) and 
from there to Bazan Ltd. (“Bazan”). In addition, a pipeline was installed to the Hagit site, where 
storage and offloading facilities for condensate have been constructed, providing backup if 
condensate cannot be delivered to Bazan.29 The operator of the Leviathan project believes that 
construction of the condensate storage system at the Hagit site, which is expected to increase the 
redundancy of the backup system, will be completed in the first half of 2020. It should be noted 
that, if the condensate cannot be transferred to Bazan, the condensate will be transferred to the 
Hagit site. For further information about the approval of National Outline Plan 37/H and its 
provisions, see section 1.7.29(K) below. 

B. The supply capacity of the production system which includes the production wells, the subsea 
production system, the treatment and production platform, the system for transmission to the shore, and 
the related onshore facilities (in this section jointly: “the Production System”) will be 21 BCM annually 
(Phase I – First Stage and Phase I – Second Stage) The gas to be supplied at the Connection Point to 
INGL is targeted for the local market and for supply through the transmission system to neighboring 
countries. The platform will also include another exit point intended for connection to the offshore 
pipeline with an annual capacity of up to 12 BCM, mainly targeted for export.  

C. The Development Plan will be implemented in two stages, depending on the maturity of the 
relevant markets, as follows: 

Phase I – First Stage: includes, in the first stage, four subsea production wells, a subsea 
production system connecting the production wells to the Platform, a system for transmission to the 

shore, and related onshore facilities. At this stage, annual gas production capacity is 12 BCM. As 
at the approval date of the report, the flow of natural gas and condensate has started as part of the 
development of Phase I – First Stage. As at December 31, 2019, the total cost invested in the 
development of Phase I – First Stage amounts to USD 3.5 billion (100%). 

Phase I – Second Stage: will include, at the second stage, another four production wells, related 
subsea systems, and expansion of the Platform’s processing facilities to increase the total 
production capacity of the system by an additional 9 BCM per year (a total of 21 BCM per year) at 
an estimated budget of USD 1.5-2 billion30 (for 100% of the rights in the Leviathan project). 

 

29  In the context of installing the pipeline to the Hagit site, the Partnership provided a guarantee in the amount of NIS 
2.3 million in favor of the Israel Land Authority (“the ILA”). 

30  As at the approval date of the report, the Leviathan's partners have not yet adopted a FID for the development of 
Phase I - Second Stage.  
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D. It should be noted that during the life of the project, additional production wells will be required to 
allow production in the required volume.  

(2) As at the approval date of the report, the Leviathan partners are assessing various alternatives for 
increasing production from the Leviathan reservoir beyond Phase I – First Stage, and concurrently 
with the assessment of Phase I – Second Stage, based on existing facilities, and are working to 
update the development plan accordingly, to allow expansion of annual production capacity up to 
24 BCM, all in accordance with current and expected demand in the local market and in regional 
and global target markets, including the assessment of the following alternatives:  

A. Increasing annual production capacity of Phase 1 – First Stage from 12 BCM to 16 BCM, by adding 
two production wells and related subsea infrastructure in the first stage, adding a third 20-inch 
pipeline from the field to the Platform and immaterial changes in the Platform. This alternative will 
maximize utilization of the treatment infrastructure installed on the Leviathan platform as part of 
Phase 1 – First Stage, at an estimated cost of USD 875 million (for 100% of the rights in the 
Leviathan project).  

B. Increasing annual production capacity from 16 BCM to 24 BCM (subject to implementation of the 
first alternative described above), including by adding, in the first stage, four production wells and 
related subsea infrastructure, beyond those described above in the first alternative), adding a fourth 
20-inch diameter pipeline from the field to the Platform, and expansion of the treatment facilities at 
the platform at an estimated budget of USD 1.5-2 billion (for 100% of the rights in the Leviathan 
project). This alternative will allow the supply of additional quantities of gas for export, insofar as 
required, including to the liquefaction facilities in Egypt and/or for the supply of gas to the floating 
liquefied natural gas (“FLNG”) facility. For further information, see section 1.7.15(B)(2)b.2 below. 
For information about the interim agreements of the Partnership and its partners in the Leviathan 
project with FLNG services and technology providers, see section 1.7.15(B)(3) below. 

To assess various expansion alternatives, the Leviathan partners approved an engineering design 
FEED budget, as set out in section 1.7.4(D) above.  

Forward-looking information: The above estimates regarding the expected production capacity 
from the Leviathan reservoir, the scope of the budget, and the timetables for the development 
stages of the Leviathan reservoir, as described above, are forward-looking information as 
defined in Section 32A of the Israel Securities Law. The information is based on the 
assessments of the Partnership and the operator of the Leviathan reservoir, based on diverse 
factors, including the development plan and the timetables for its implementation, receipt of 
regulatory approvals, estimated availability of equipment, services, and costs, as well as past 
experience. The estimates in this report may not materialize or may materialize in a very 
different manner if there are changes and/or delays in the diverse factors described above, and 
if there is a change in the estimates that were received, a change in the market conditions, 
and/or range of geopolitical changes and/or regulatory changes and/or operational and 
technical conditions in the Leviathan reservoir and/or from unforeseen factors related to the 
exploration, production, and marketing of oil and natural gas and/or as a result of progress in 
the development of the Leviathan reservoir until its completion.  

(F) Actual participation rate in the expenses and revenues in the Leviathan Leases  

Participation rate 
Percentage 
before ROI 

Percentage 
after ROI 

Rate 
grossed 

up to 
100% 
before 

ROI 

Rate 
grossed 

up to 
100% 

after ROI Explanations 

Actual rate attributable to 
equity holders of the 
Company in the oil asset 

24.78% 24.78% 100% 100% See the description of the 
chain of holdings in 
section 1.7.4(A) above. 

Actual rate attributable to 
equity holders of the 
Company in revenues from 
the oil asset 

21.25% 22.28% 85.74% 89.89% See the calculation in 
section 1.7.4(F), 1.7.4(G) 

below. 

Actual rate of participation 
of the Company's equity 
holders in expenses 
arising from exploration in 
the oil asset 

25.03%-
25.78% 

25.03%-
25.78% 

101%-
104% 

101%-
104% 

See the calculation in 
section 1.7.4(H) below. 
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(G) Participation rates of the equity holders of the Company in revenues from the Leviathan Leases 

Description % before ROI % after ROI Summary of the calculation method for 
royalties or payments  

Projected annual revenues of 
the oil asset 

100% 100%  

Royalties or payment (arising from revenues after the finding) related to the oil asset: 

The State (12.50%) (12.50%) As stipulated in the Petroleum Law, the 
royalties are calculated at market value at 
the wellhead. The actual royalty rate may 
be lower due to deduction of expenses for 
the gas delivery and handling system up 
to the onshore gas receiving terminal.  

Adjusted revenues on the level 
of the oil asset 

87.5% 87.5%  

Share of the adjusted oil asset 
revenues attributable to the 
equity holders of the Company 
(linked) 

24.78% 24.78%  

Share of the equity holders of 
the Company in the actual rate 
of revenues, at the level of the 
oil asset (before other 
payments at the level of the 
Company) 

21.69% 21.69%  

Information about the royalties or payments (derived from the income after the finding) in respect of 
the oil asset at the level of the Company (the percentages below are calculated according to the rates 
of the equity holders of the Company in the oil asset): 

Share of the equity holders of 
the Company in payments to 
related parties and third parties 

(1.12%) (2.36%) The Partnership pays royalties to the 
Company and Delek Energy for its share in 
the oil asset at a rate of 4.5% before ROI and 
9.5% after ROI, calculated at the wellhead 

market value.
31

 The calculation method for 

these rates is based on principles for 
calculating royalties to the State, therefore 
these rates may change if the calculation 
method of royalties to the State changes. For 
further information, including about the 
publication of draft directives for public 
comment regarding the calculation method of 
the royalty value at the wellhead for offshore 
oil rights, see sections 1.7.30(J)(5) and 
1.7.28(B) below. 

Total 20.57% 19.33%  

Rates of holders of the 
Company's equity in revenues 
due to additional royalties from 
the asset 

0.68% 2.95% Calculated on the basis of the right to 
royalties from the Partnership as set out in 
section 1.7.1(B)(1) above.  
The calculation method for these rates is 
based on principles for calculating royalties 
to the State, therefore these rates may 
change if the calculation method of royalties 
to the State changes. 
For further information about the calculation 
method of the royalty rates, see section 
1.7.30(J)(1) below. 

Actual rate attributable to equity 
holders of the Company in 
revenues from the oil asset 

21.25% 22.28%  

 

 

31  The parties entitled to royalties are Delek Group, Delek Energy, Cohen Development, and others that are not 
related parties. 
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(H) Share of the equity holders of the Company in exploration, development and production expenses 
in the Leviathan Leases 

Description % 
Summary of the royalties payments 

calculation method  

Theoretical expenses for the oil asset 
(without royalties) 

100%   

Payments (derived from the expenses) at the level of the oil asset 

Operator 1%-4% A rate of 1% for the operator's indirect 
expenses out of the total direct expenses for 
development and production, subject to certain 
exceptions, such as marketing activity. 

A rate of 1%-4% for exploration expenses, 
where the rate of payment to the operator 
decreases with the increase in exploration 
expenses.  

These amounts are for payment of indirect 
expenses to the operator and are in addition to 
reimbursement of direct expenses to the 

operator.  

Total actual rate of expenses at the 
level of the oil asset 

101%-104%  

Share of the equity holders of the 
Company in the oil asset's expenses 

(linked) 

24.78%  

Total share of the equity holders of the 
Company in expenses, at the level of 
the oil asset (before other payments at 
the level of the Company) 

25.03%-
25.78% 

 

Payments (derived from the expenses) in respect of the oil asset and at the level of the Company 
(the following percentages will be calculated in accordance with the share of the equity holders of 
the Company in the oil asset) 

Actual share of expenses for 
exploration, development, and 
production in the oil asset, attributable 
to equity holders of the Company 

25.03%-
25.78% 

The Partnership pays management fees to the 
General Partner, which consist of a fixed 
amount and a variable amount calculated from 
the exploration expenses. These amounts were 
not taken into account in this table. 

 

(I) Royalties and payments paid during exploration operations in the oil asset (USD thousands) 

Description 

Total share of equity 
holders of the 
Company in 

investment in the oil 
asset in this period 
(including costs for 
which payments are 

not made to the 
operator) 

Of which, the share 
of equity holders of 

the Company in 
payments to the 
General Partner 

Of which, the rates 
of equity holders of 
the Partnership in 
payments to the 

Operator (in addition 
to the return of 

direct expenses)  

Actual budget invested in 2017 239,122 (1) 2,254 

Actual budget invested in 2018 420,715 - 4,107 

Actual budget invested in 2019 339,271 - 2,750 

 

(J) Reserves, contingent and prospective resources in the Leviathan Lease 

(1) According to a resources report received by the Partnership from NSAI, which was prepared in 
accordance with the principles of the Petroleum Resources Management System (SPE-PRMS), as 
at December 31, 2019 (“the Resources Report” or “the NSAI Report”), is part of the resources in 
the Leviathan reservoir are classified as reserves and part are classified as contingent resources. 
Accordingly, the NSAI report includes two parts, as set out below:  
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A. Reserves on production The discounted cash flow figures for these reserves are presented in 
section 1.7.4(J)(3)c below. 

B. Contingent resources, which were divided into two categories referring to the reservoir 
development stages, as follows: 

 Phase I – First Stage Contingent resources in Phase I – First Stage for the development of the 
Leviathan reservoir, from which natural gas production began on December 31, 2019, are 
classified at the development pending stage. These resources are contingent on decisions for 
additional drillings (see section 1.7.4(E)(1)), the construction of related infrastructure, and the 
signing of additional agreements for the sale of natural gas. Discounted cash flow figures for 
contingent resources at this stage are presented in section 1.7.4(J)(4)b below.  

 Future development: The contingent resources for additional FIDs, according to the additional 
development stages of the Leviathan reservoir (beyond Phase I – First Stage of the Leviathan 
reservoir development plan) and the signing of additional agreements for the sale of natural gas 

(2) The current Resources Report presents a significant increase in the evaluation of the best-estimate 
and high-estimate quantities natural gas and condensate in the Leviathan reservoir compared with 
the prior resources report, which was included in the Periodic Report for 2018 published on March 
24, 2019 (Ref. No.: 2019-01-023982) (“the 2018 Periodic Report”), such that the total resources 
(100%) of natural gas under the best estimate (2P + 2C) increased from 21.5 TCF to 22.9 TCF (an 
increase of 40.5 BCM), as described below.  

The discounted cash flow figures from the reserves and contingent resources in Phase I – First 
Stage (2P + 2C) as at December 31, 2019, were revised compared with the discounted cash flow 
figures as at December 31, 2018, from an amount of USD 2.9 billion to USD 2.8 billion (at a 
discount rate of 10%, the Company’s share) (considering the updated rate of holding as at the 
approval date of the report). For a summary of the discounted cash flow from the reserves and 
contingent resources in Phase I – First Stage, see section 1.7.4(J)(5) below. 

(3) Reserves in the Leviathan reservoir32 

A. Quantitative data 

According to the NSAI report (“the Reserves Report”), the natural gas and condensate reserves in 
the Leviathan reservoir, which are classified as reserves on production, are as follows: 

 

32   For information about the estimate of the resources in the Leviathan reservoir carried out by the Ministry of Energy 
through external consultants, see section 1.7.29(A) above.  
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Reserve category33 Total (100%) in the oil asset 
(gross) 

Total share attributable to equity 
holders of the Company (net) 34 

 Natural gas 
BCF 

Condensate 
 Million 
barrels 

Natural gas  
BCF 

Condensate  
Million barrels 

Proved reserves  11,577.3 20.8 2,562.0 4.6 

Probable reserves  1,908.9 3.4 425.3 0.8 

Total 2P reserves (proved + 
probable reserves) 

13,486.2 24.2 2,987.3 5.4 

Possible reserves  1,145.1 2.1 255.1 0.5 

Total 3P reserves (proved + 
probable + possible reserves) 

14,631.3 26.3 3,242.4 5.9 

 

Forward-looking information: Possible reserves are the additional reserves that are not 
expected to be produced to the same extent as probable reserves. There is a 10% chance 
that actual quantities produced will be equivalent to or higher than the proved reserves, 
with the addition of the quantity of the probable and possible reserves. 

B. The NSAI report noted a number of assumptions and reservations, including: (A) The estimate in 
the report, as is standard in estimating reserves based on the guidelines set out in the Petroleum 
Resources Management System approved by the Society of Petroleum Engineers (SPE-PRMS), 
are not adjusted to reflect the risks, such as technical and commercial risks and development risks; 
(B) NSAI did not visit the oil field or check the mechanical operation of the wells or their state. (C) 
NSAI did not examine the possible exposure arising from environmental matters. However, 
according to NSAI, as at the date of the reserves report, it is unaware of any possible 
environmental liability that could have a material effect on the amount of estimated reserves in the 
reserves report, or on whether they are commercial. (D) NSAI assumed that the reservoirs are 
developed in accordance with the development plan and are operated reasonably, that no 
regulation will be set that will affect the ability of the holder of the oil rights to produce the reserves, 
and that and forecasts for future production will be similar to actual performance of the reservoirs. 

Forward-looking information: The estimates of NSAI in respect of the quantities of natural 
gas reserves and condensate in the Leviathan field are forward-looking information as 
defined in Section 32A of the Israel Securities Law. These estimates are partially based on 
geological, geophysical, engineering and other information obtained from the drilling and 
from the Leviathan reservoir, and are the estimates and assumptions only of NSAI and there 
can be no certainty in their respect. Actual quantities of natural gas and/or condensate 
consumed may be different from these estimates and assumptions, partly due to technical 

 

33  The amounts in the table may not add up due to rounding-off differences. 
34  The Partnership's share (gross), instead of the Company’s share (net) is included in the reserves report. The 

Company's share (net) in the above table, is after royalties and assuming that ROI is after the total quantity of 1,680 
BCF is sold and 3 million barrels of condensate from Phase A (for 100% of the rights in the oil asset) (in this section 
below: “the ROI Date”). The Partnership performed the calculation in accordance with various expenses included in 
the calculation of the ROI Date, in its understanding. The calculation has not yet been reviewed by the Company 
and the Company's position is, among other things, that the ROI Date should not include the financing expenses of 
the Partnership itself, future expenses in an uncertain amount for disposal and removal of facilities, the 
Partnership's staff company expenses, and any expense intended for the project stages after the wellhead. These 
expenses were included in the Partnership’s calculation of the ROI Date in the Tamar project. For further 
information see section 1.7.30(J)(4) below and Note 24A3 to the financial statements, section 14 to the amended 
chapter of Description of the Company’s Business in the Quarterly Report as at June 30, 2019, as published on 
September 29, 2019 (Ref. No. 2019-01-090004), and Note 7C to the financial statements as at September 30, 
2019, as published on November 28, 2019 (Ref. No. 2019-01-103617). It should be noted that the Partnership and 
the Company have not yet assessed the calculation of the ROI Date in the Leviathan project, and therefore there is 
no certainty that this will be the method for calculating the royalty, and in particular, regarding the disputed issues 
related to the Tamar project, these are also likely to apply to the Leviathan project as mentioned above. It is further 
noted that since the ROI Date is affected by the price of gas and/or condensate sales, production capacity, 
production costs and percentage of royalties, and since additional agreements for the sale of natural gas are 
expected to be signed, the total quantity of natural gas and/or condensate sold by the ROI Date could be materially 
different from the above date.  
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and operational conditions and/or regulatory changes and/or the supply and demand 
conditions in the natural gas and/or condensate market and/or commercial conditions 
and/or from actual performance of the reservoir. The estimates and assumptions may be 
updated if additional information becomes available and/or as the result of a range of 
factors related to oil and natural gas exploration and production, including due to actual 
production data from the Leviathan reservoir. 

C. Discounted cash flow  

With regard to calculation of the discounted cash flow described below, the following is noted: (A) 
the discounted cash flow was based, among other things, on the weighted average of the gas 
prices according to the price formulas in existing agreements for the sale of natural gas from the 
Leviathan project, according to the Partnership’s assumptions for prices in future agreements and 
according to the price formulas in accordance with the provisions of the Gas Outline Plan. These 
price formulas include partial or full linkage to the electricity production tariff35 and its expected 
adjustments over the years, the NIS-USD exchange rate, or the Brent price per barrel, and 
according to market segmentation based on demand forecasts obtained from independent 

consultants. The price under the agreement with Dolphinus for export of natural gas export (in this 

section below: “the Agreement for Export to Egypt”) (for further information, see section 
1.7.14(E)(2)b below) was adjusted to the delivery point, as set out in the Agreement for Export to 
Egypt. It should be noted that prices may change, due, among other things, to regulatory 
intervention, price adjustments as set out in the Agreement for Export to Egypt36, and changes in 
the indexes underlying the linkages in the price formulas in the gas supply agreements, as 
described above. The information about the gas price was provided to NSAI by the Partnership.37 
(B) The demand forecast for the local market in Israel, which was used for assessing the volume of 
projected future sales of natural gas to the local market in Israel, was prepared by an outside 
consultant, BDO Consulting Group. (C) The discounted cash flow, compared with the period in 
which condensate sales were assumed, was calculated on the basis of the price of condensate, 
based on Brent crude prices (for information about the agreements for the supply of condensate 
from the Leviathan project, see sections 0 and 1.7.14(F)(3) below). The information about 
condensate prices was provided to NSAI By the Partnership. (D) When calculating the Brent price, 
use was made of the average of oil price forecasts by third parties that provide a long-term price 
forecast for the NYMEX ICE Brent Crude price, as follows: the US Department of Energy, the 
World Bank, IHS Global Insights and Wood Mackenzie. (E) The operating costs taken into account 
are costs provided by the Partnership to NSAI. These costs include direct costs on the project 
level, insurance costs, and rehauling costs of production wells, and estimated overheads and 
general and administrative expenses of the operator, which together constitute the operating costs 
of the project. These costs are divided into expenses on the field level and expenses for a 
production unit and are not adjusted to inflation fluctuations. The operating costs provided to NSAI 
by the Partnership, which it believes are reasonable, are based, among other things, on the project 
development plan and on NSAI's experience in similar projects. (F) The capital expenses taken 
into account for the purpose of preparing the discounted cash flow from reserves are expenses that 
were approved by the Partnership and an estimate of future expenses not yet approved by the 
Partnership, including, among other things, expenses for engineering works, participation in the 
construction costs of natural gas transmission infrastructure and their usage fee38, the fee for 
participation in Leviathan, according to the definition of this term in section 1.7.30(F)(3) below, and 

 

35  The weighted cost of electricity generation (in this section below: (“the Cost of Electricity Generation”) is the price 
controlled by the Electricity Authority, and reflects the costs of the electricity generation segment of the IEC, 
including the cost of IEC fuels, capital, and operating costs associated with the generation segment, and the cost of 
purchasing electricity from independent electricity producers. 

36 The agreement for export to Egypt includes a mechanism for an update of the price at a rate of up to 10% (addition 
or reduction) after the fifth year and after the tenth year of the agreement upon the fulfillment of certain conditions 
set out in the agreement. It should be noted that a price update on these dates was not assumed. 

37  When calculating projected prices, the following was assumed: (1) a Brent price of USD 61 per barrel in 2020, 
increasing to USD 75 per barrel in 2025, and USD 91 per barrel in 2030, and an average increase of 2.3% per year 
onwards; (2) the forecast of the electricity production tariff prepared by external consultant, BDO Consulting Group 
(“the BDO Forecast”), based, among other things, on the NIS-USD exchange rate (NIS 3.55/USD 1 in 2020, 
gradually increasing to NIS 3.90/USD 1 from 2024 onwards, based on the exchange rates quoted in the BDO 
Forecast) and the purchase cost of fuels by the IEC.  

38  To increase the possible flow capacity through the EMG pipeline, expansion of the supply capacity in the INGL 
system is required. For further information, see section 1.7.15(B)(2)b.2 below. 
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indirect costs paid to the operator. The capital expenses taken into account for the purpose of 
preparing the discounted cash flow from contingent resources are in excess of the costs approved 
by the Partnership and also include an estimate of future capital expenditures that may be required 
to drill new wells, related infrastructure, additional production equipment, and for engineering 
operations, and are beyond the expenses included in the development budget for Phase I – First 
Stage of the Leviathan reservoir development plan, plus insurance expenses, administrative costs, 
and indirect costs paid to the operator. The capital expenses provided to NSAI by the Partnerships 
are deemed reasonable in their opinion, based, among other things, on the development plan for 
the project and on NSAI's experience in similar projects, and are not adjusted to inflation changes. 
(G) The abandonment costs that were taken into account are costs provided to NSAI by the 
Partnership according to its assessments of the cost of abandoning the wells, platforms and 
production facilities, if the project ends in 2064, and in this year, it was assumed that the wells will 
be plugged and the project closed, although this is not necessarily the case (the current expiry date 
of the Leases is February 13, 2044). These costs do not take into account the salvage value of the 
facilities in the Leviathan Lease and are not adjusted to changes in inflation. (H) The tax payments 
and rates included in the discounted cash flow were calculated from the aspect of the holder of the 
Partnership’s participating units, which is a company that holds the Partnership’s participating units 
from the beginning of the project. The tax calculations include corporate tax rates by law. It should 
be noted that future tax payments that will actually be paid by the Partnership on account of the tax 
payable by the holders of the Partnership’s participating units in each of the relevant tax years, 
based on the provisions of the Taxation of Profits from Natural Resources Law (in this section 
below: “the Law”), may be significantly different. The depreciation expenses for tax purposes were 
calculated on the basis of the depreciation rates set out in the Law. (7) The actual rate of 
production for each of the resource categories described above may be lower or higher than the 
rate of production used to estimate the discounted cash flow. In addition, NSAI did not perform a 
sensitivity analysis for production capacity of the wells. (J) The discounted cash flow assumed 
projected sales volumes for each year of the project based on the production capacity from the 
Leviathan reservoir in Phase I – First Stage, based on the Partnership’s assessments according to 
the supply and demand forecasts in the local market in each of the project years, with reference to 
the expected supply of natural gas from additional reservoirs (including the Tamar, Karish, and 
Tanin reservoirs) 39 , and the demand in the regional markets, according to the Partnership's 
assessments, which are based on the demand forecasts of independent consultants. It should be 
noted that Phase I – First Stage does not include future sales as part of further Leviathan project 
development stages for the sale of natural gas from contingent resources classified above under 
the future developments category, including additional sales to the local market and/or sales to the 
ELNG liquefaction plant in Egypt, operated by Shell, and designated sales through other LNG 
facilities and/or FLNG facilities, if they are set up, to additional target markets. (K) The discounted 
cash flow calculation took into account revenues from the agreement for the supply of natural gas 
to the Israel Electric Corporation Ltd.40 (for further information, see section 1.7.14(D)(2) below), and 
revenue from gas exports to Jordan and Egypt, among other things, based on the agreement for 
export of natural gas from the Leviathan project to the National Electric Power Company of Jordan 
(“NEPCO”), as set out in section 1.7.14(E)(2)a below, and Agreement for Export to Egypt. (L) The 
discounted cash flow calculation took into account the Partnership's estimate of the rate of actual 
royalties to the State of 11.5%, and actual royalties to related and third parties of 4.14% before the 
ROI Date and 8.74% after the ROI Date. On February 9, 2020, the Ministry of Energy released, for 
public comment, directives on the manner of calculation for the value of the royalty at the wellhead 
in relation to offshore oil rights, under Section 32 of the Petroleum Law (as set out in section 
1.7.28(B) below). Accordingly, the actual rate of royalties is not final and it may change.41 (M) The 
discounted cash flow calculation took into account the oil profits tax applicable to the Partnership 
under the provisions of the law. It should be emphasized that calculation of the tax was based, 
among other things, on the definitions, formulas and mechanisms set out in the law as understood 
and interpreted by the Partnership, and which were reflected in the reports of the Leviathan project 

 

39  The working assumption is that the sale of natural gas to the local market in Israel and commercial production from 
the Karish and Tanin project will begin in 2021. For further information about the projected sale of natural gas from 
the Tamar project, see section 1.7.5(K)(1) below. 

40  For further information about the legal proceeding regarding the competitive process of the IEC that was won by 
Leviathan partners, see Note 24A2(5) to the financial statements. 

41  It should be noted that, in January 2020, a letter was received from the Ministry of Energy regarding payment of 
royalty advances in the Leviathan project for 2020, stating that the effective royalty rate to be paid as advances in 
2020, until further notice, will be 11.26%. 
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to the Tax Authority. However, since the law is new and the calculation formulas and mechanisms 
set out in the law are complex, it is not certain whether this interpretation of the calculation method 
for the levy will be the same as that adopted by the tax authorities and/or the same as the 
interpretations of the law by the court.42 The levy was calculated in accordance with the decision of 
the Tax Authority of October 10, 2018, regarding the merger of the developers in the Leviathan 
South and Leviathan North leases for purposes of the law. In addition, the calculation was in USD, 
in accordance with the selection of the developer under section 13(B) of the Law, using the 
following assumptions: All of the developer's payments (such as production costs, investments, 
and royalties) will be recognized by the tax authorities for calculation of the levy; calculation of the 
developers revenues will take into account actual selling prices of the gas. (N) Calculation of the 
discounted cash flow included expenses and investments that were paid in practice and which are 
expected to be paid by the Partnership as from January 1, 2020, as well as revenues from sales of 
natural gas and condensate produced as from January 1, 2020. It is clarified that revenues to be 
received in 2020 for sales of natural gas and condensate produced in 2019 were not included in 
the cash flow. It is further noted that revenue from natural gas and condensate sales made in a 
given year were taken into account in that year.  

Consequences of the Covid-19 crisis 

Due to the Covid-19 crisis, as at the approval date of the report, there is extreme and unusual 
uncertainty regarding the possible consequences of the crisis in and after 2020 on the global 
economy in general, and on energy prices in particular. Insofar as the Covid-19 crisis continues or 
intensifies and results in a slump in energy consumption or industrial activity in Israel and the 
export countries, and if the demand for natural gas and oil and energy prices continues to decline, 
it is possible that the key assumptions underlying the discounted cash flow for the quantities and 
rate of sales and the selling prices, will not materialize.  

In view of the sharp decline in the Brent oil price shortly before the approval date of the report, the 
Partnership prepared additional sensitivity analyses for the discounted cash flows of the resources 
attributed to the Leviathan Leases, which are presented in this section below. 

D. It should be noted that the discounted cash flow was adjusted compared to the previous discounted 
cash flow published in the 2018 Periodic Report, for the following main reasons:  

Investments made as at the reporting date as well as the spread of expected development costs for 
Phase I – First Stage of the development plan (including an update of the date of future drillings for 
the discounted cash flow from contingent resources) were updated, according to the Partnership’s 
estimates, among other things, based on revised estimates obtained from the operator.  

In view of the adjusted Cost of Electricity Generation, forecasts for the Costs of Electricity 
Generation, the NIS-USD exchange rate, and the Brent price per barrel, and other forecasts, the 
relevant selling price forecasts linked to them were adjusted. 

Quantities of natural gas sales from the Leviathan project have been revised, among other things, 
due to the adjustment of the Partnership’s estimates for sales from the Leviathan project due to an 
amendment to existing agreements and/or the signing of new agreements. This, together with the 
developments in the local and regional markets, resulted in an update of projected annual sales 
from the Leviathan reservoir.  

E. Based on assumptions, which are described above, following is the estimated discounted cash flow 
as at December 31, 2019, in thousands of USD (after the levy and income tax) attributable to the 
Company's share in the reserves in the Leviathan reservoir, for each of the reserve categories 
described above: 

 

 

 

42  It should be noted that as at the date of the reserves report, levy assessments have been signed with the Tax 
Authority up to and including for 2017.  
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Total discounted cash flow from proved reserves as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of 
the oil 
asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy Income tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2020 

455 7.17 320,507 50,127 8,091 43,011 81,025 - 154,435 - 557 153,878 150,169 148,413 146,717 143,492 140,471 

December 
31, 2021 

549 8.66 390,987 61,150 9,871 43,663 10,690 - 285,354 - 40,856 244,499 227,244 219,363 211,928 198,258 185,997 

December 
31, 2022 

492 7.75 374,922 58,638 9,465 43,301 1,611 - 280,837 - 37,537 243,300 215,362 203,058 191,717 171,553 154,237 

December 
31, 2023 

536 8.44 422,551 66,087 10,667 43,690 - - 323,442 - 46,823 276,619 233,195 214,759 198,156 169,605 146,133 

December 
31, 2024 

540 8.51 437,959 68,497 11,056 43,789 - - 336,729 - 49,879 286,850 230,305 207,165 186,805 152,938 126,281 

December 
31, 2025 

572 9.02 473,756 78,723 20,425 44,080 - - 371,378 - 57,849 313,530 239,738 210,636 185,617 145,359 115,022 

December 
31, 2026 

572 9.02 484,675 98,098 53,021 44,143 - - 395,455 - 63,386 332,068 241,823 207,526 178,721 133,873 101,519 

December 
31, 2027 

572 9.02 498,538 100,904 54,538 44,223 - - 407,949 70,284 50,095 287,571 199,446 167,179 140,702 100,812 73,263 

December 
31, 2028 

574 9.04 508,216 102,863 55,597 44,282 - - 416,667 123,973 39,751 252,943 167,076 136,789 112,509 77,107 53,701 

December 
31, 2029 

572 9.02 516,068 104,452 56,456 55,589 - - 412,483 149,352 32,952 230,179 144,800 115,794 93,076 61,015 40,723 

December 
31, 2030 

568 8.95 520,917 105,434 56,986 44,340 - - 428,130 179,274 55,255 193,601 115,990 90,598 71,168 44,625 28,543 

December 
31, 2031 

548 8.63 513,123 103,856 56,133 44,243 - - 421,157 194,930 50,938 175,289 100,018 76,306 58,579 35,134 21,536 

December 
31, 2032 

537 8.46 511,693 103,567 55,977 44,206 - - 419,897 196,512 50,334 173,052 94,039 70,076 52,574 30,162 17,718 

December 
31, 2033 

532 8.39 517,401 104,722 56,601 44,227 - - 425,053 198,925 50,964 175,164 90,654 65,983 48,377 26,548 14,945 

December 
31, 2034 

529 8.34 526,105 106,484 57,554 55,534 - - 421,641 197,328 50,547 173,766 85,649 60,890 43,629 22,901 12,355 

December 
31, 2035 

524 8.26 392,787 79,500 42,969 38,830 - - 317,426 148,555 38,698 130,173 61,106 42,432 29,712 14,918 7,713 

December 
31, 2036 

519 8.19 394,064 79,759 43,109 38,827 - - 318,588 149,099 38,982 130,506 58,346 39,572 27,080 13,005 6,444 

December 
31, 2037 

513 8.08 392,815 79,506 42,972 38,802 - - 317,480 148,580 38,847 130,052 55,374 36,683 24,533 11,270 5,351 

December 
31, 2038 

507 8.00 392,643 79,471 42,953 38,787 - - 317,339 148,515 38,830 129,995 52,714 34,109 22,293 9,795 4,457 

December 
31, 2039 

503 7.92 394,137 79,773 43,117 50,048 - - 307,433 143,879 37,618 125,937 48,636 30,739 19,633 8,252 3,598 

December 
31, 2040 

499 7.87 395,184 79,985 43,231 38,780 - - 319,650 149,596 39,112 130,941 48,161 29,731 18,558 7,461 3,118 

December 
31, 2041 

493 7.77 397,816 80,518 43,519 38,779 - - 322,038 150,714 39,405 131,920 46,210 27,863 16,997 6,536 2,618 

December 
31, 2042 

488 7.70 401,822 81,329 43,958 38,791 - - 325,660 152,409 39,848 133,403 44,505 26,211 15,625 5,747 2,206 

December 484 7.63 406,325 82,240 44,450 38,805 - - 329,730 154,313 40,346 135,070 42,915 24,687 14,382 5,060 1,861 
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Total discounted cash flow from proved reserves as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of 
the oil 
asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy Income tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

31, 2043 

December 
31, 2044 

481 7.58 411,660 83,320 45,034 50,093 - - 323,282 151,296 39,557 132,429 40,072 22,515 12,819 4,314 1,521 

December 
31, 2045 

475 7.50 414,793 83,954 45,376 38,831 - - 337,384 157,896 41,282 138,206 39,829 21,858 12,162 3,915 1,323 

December 
31, 2046 

471 7.43 419,286 84,864 45,868 38,847 - - 341,444 159,796 41,779 139,869 38,389 20,578 11,190 3,445 1,115 

December 
31, 2047 

467 7.37 424,032 85,824 46,387 38,864 - - 345,731 161,802 42,304 141,625 37,020 19,382 10,300 3,034 941 

December 
31, 2048 

465 7.32 429,736 86,979 47,011 38,889 - - 350,880 164,212 42,934 143,734 35,782 18,299 9,503 2,677 796 

December 
31, 2049 

459 7.24 432,985 87,636 47,367 50,159 - - 342,557 160,317 41,915 140,325 33,270 16,618 8,434 2,273 648 

December 
31, 2050 

454 7.15 435,799 88,206 47,675 38,896 - - 356,372 166,782 43,606 145,984 32,963 16,082 7,977 2,056 561 

December 
31, 2051 

448 7.06 437,941 88,639 47,909 38,893 - - 358,318 167,693 43,844 146,781 31,565 15,042 7,291 1,798 470 

December 
31, 2052 

442 6.98 440,854 89,229 48,228 38,896 - - 360,957 168,928 44,167 147,862 30,283 14,096 6,677 1,575 395 

December 
31, 2053 

433 6.83 439,514 88,958 48,081 38,864 - - 359,773 168,374 44,022 147,378 28,747 13,069 6,050 1,365 328 

December 
31, 2054 

422 6.66 436,491 88,346 47,750 50,083 - - 345,813 161,840 42,314 141,659 26,316 11,686 5,287 1,141 263 

December 
31, 2055 

409 6.45 430,689 87,171 47,115 38,751 - - 351,882 164,681 43,056 144,145 25,502 11,061 4,891 1,009 223 

December 
31, 2056 

390 6.14 417,467 84,495 45,669 38,624 - - 340,017 159,128 41,604 139,284 23,469 9,942 4,296 848 179 

December 
31, 2057 

354 5.58 386,024 78,131 42,229 38,350 - - 311,773 145,910 38,148 127,715 20,495 8,481 3,581 676 137 

December 
31, 2058 

332 5.23 368,623 74,609 40,326 38,192 - - 296,147 138,597 36,237 121,314 18,541 7,493 3,092 559 109 

December 
31, 2059 

319 5.03 360,735 73,013 39,463 49,378 - - 277,807 130,014 33,992 113,801 16,564 6,539 2,637 456 85 

December 
31, 2060 

318 5.02 366,687 74,218 40,114 38,146 - - 294,438 137,797 36,027 120,614 16,720 6,447 2,541 420 75 

December 
31, 2061 

315 4.97 370,029 74,894 40,480 38,158 - - 297,458 139,210 36,397 121,851 16,087 6,059 2,334 369 63 

December 
31, 2062 

313 4.93 374,049 75,708 40,919 38,174 - - 301,087 140,909 34,302 125,876 15,827 5,822 2,192 331 54 

December 
31, 2063 

310 4.89 377,987 76,504 41,350 38,191 - - 304,641 142,572 34,737 127,333 15,248 5,479 2,015 291 46 

December 
31, 2064 

36 0.57 45,149 9,138 4,939 35,561 - 33,122 (27,733) - - (27,733) (3,163) (1,110) (399) (55) (8) 

Total 20,793 327.8 18,805,545 3,699,518 1,862,007 1,895,609 93,326 33,122 14,945,977 5,743,989 1,831,631 7,370,358 3,533,001 2,741,999 2,233,957 1,627,917 1,279,134 
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Total discounted cash flow from probable reserves as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of 
the oil 
asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy Income tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2020 

132 2.08 90,994 14,231 2,297 875 - - 78,184 - 17,982 60,202 58,751 58,064 57,400 56,139 54,957 

December 
31, 2021 

138 2.17 90,683 14,183 2,289 909 - - 77,880 - 17,912 59,968 55,736 53,803 51,979 48,626 45,619 

December 
31, 2022 

100 1.57 63,972 10,005 1,615 627 - - 54,954 - 12,639 42,315 37,456 35,316 33,343 29,837 26,825 

December 
31, 2023 

132 2.08 87,798 13,732 2,216 848 - - 75,435 - 17,350 58,085 48,967 45,096 41,609 35,614 30,685 

December 
31, 2024 

187 2.95 127,758 32,989 27,020 1,223 - - 120,567 - 27,730 92,836 74,536 67,047 60,458 49,497 40,870 

December 
31, 2025 

149 2.35 101,932 37,797 42,553 974 - - 105,714 8,038 22,466 75,211 57,509 50,528 44,527 34,869 27,592 

December 
31, 2026 

106 1.66 70,495 14,268 7,712 681 - - 63,258 116,977 (12,355) (41,363) (30,122) (25,850) (22,262) (16,675) (12,645) 

December 
31, 2027 

77 1.22 50,159 10,152 5,487 490 - - 45,004 82,856 (8,706) (29,146) (20,214) (16,944) (14,261) (10,218) (7,425) 

December 
31, 2028 

62 0.98 39,821 8,060 4,356 391 - - 35,726 58,774 (5,301) (17,747) (11,722) (9,597) (7,894) (5,410) (3,768) 

December 
31, 2029 

54 0.85 34,871 7,058 3,815 342 - - 31,286 53,566 (5,125) (17,156) (10,792) (8,630) (6,937) (4,548) (3,035) 

December 
31, 2030 

52 0.81 35,526 7,191 3,886 339 - - 31,883 36,012 (950) (3,179) (1,905) (1,488) (1,169) (733) (469) 

December 
31, 2031 

64 1.00 44,228 8,952 4,838 420 - - 39,695 20,749 4,358 14,588 8,324 6,350 4,875 2,924 1,792 

December 
31, 2032 

65 1.02 45,486 9,206 4,976 430 - - 40,826 19,107 4,995 16,724 9,088 6,772 5,081 2,915 1,712 

December 
31, 2033 

56 0.88 37,866 7,664 4,142 362 - - 33,981 15,903 4,158 13,920 7,204 5,244 3,845 2,110 1,188 

December 
31, 2034 

45 0.71 31,394 6,354 3,434 297 - - 28,177 13,187 3,448 11,542 5,689 4,045 2,898 1,521 821 

December 
31, 2035 

37 0.58 27,489 5,564 3,007 254 - - 24,678 11,549 3,020 10,109 4,745 3,295 2,307 1,159 599 

December 
31, 2036 

32 0.50 23,775 4,812 2,601 219 - - 21,344 9,989 2,612 8,743 3,909 2,651 1,814 871 432 

December 
31, 2037 

26 0.42 19,993 4,047 2,187 184 - - 17,949 8,400 2,196 7,353 3,131 2,074 1,387 637 303 

December 
31, 2038 

20 0.32 15,369 3,111 1,681 141 - - 13,799 6,458 1,688 5,652 2,292 1,483 969 426 194 

December 
31, 2039 

22 0.34 17,085 3,458 1,869 155 - - 15,341 7,179 1,877 6,284 2,427 1,534 980 412 180 

December 
31, 2040 

27 0.42 21,110 4,273 2,309 191 - - 18,956 8,871 2,319 7,765 2,856 1,763 1,101 442 185 

December 
31, 2041 

31 0.50 25,308 5,122 2,769 227 - - 22,727 10,636 2,781 9,310 3,261 1,966 1,199 461 185 

December 
31, 2042 

36 0.57 29,561 5,983 3,234 264 - - 26,548 12,424 3,248 10,875 3,628 2,137 1,274 469 180 

December 
31, 2043 

40 0.64 33,905 6,862 3,709 300 - - 30,452 14,251 3,726 12,474 3,963 2,280 1,328 467 172 

December 45 0.71 38,369 7,766 4,197 338 - - 34,463 16,129 4,217 14,118 4,272 2,400 1,367 460 162 
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Total discounted cash flow from probable reserves as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of 
the oil 
asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy Income tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

31, 2044 

December 
31, 2045 

49 0.77 42,728 8,648 4,674 373 - - 38,380 17,962 4,696 15,722 4,531 2,487 1,384 445 150 

December 
31, 2046 

51 0.81 45,643 9,238 4,993 396 - - 41,002 19,189 5,017 16,796 4,610 2,471 1,344 414 134 

December 
31, 2047 

53 0.83 47,759 9,667 5,225 412 - - 42,906 20,080 5,250 17,576 4,594 2,405 1,278 376 117 

December 
31, 2048 

53 0.83 48,694 9,856 5,327 417 - - 43,748 20,474 5,353 17,921 4,461 2,281 1,185 334 99 

December 
31, 2049 

52 0.82 48,781 9,873 5,336 415 - - 43,829 20,512 5,363 17,954 4,257 2,126 1,079 291 83 

December 
31, 2050 

53 0.83 50,587 10,239 5,534 428 - - 45,454 21,273 5,562 18,620 4,204 2,051 1,017 262 72 

December 
31, 2051 

54 0.86 53,087 10,745 5,807 447 - - 47,703 22,325 5,837 19,541 4,202 2,003 971 239 63 

December 
31, 2052 

57 0.89 56,304 11,396 6,159 471 - - 50,597 23,679 6,191 20,726 4,245 1,976 936 221 55 

December 
31, 2053 

60 0.95 60,932 12,333 6,666 507 - - 54,758 25,627 6,700 22,431 4,375 1,989 921 208 50 

December 
31, 2054 

67 1.05 68,816 13,928 7,528 569 - - 61,846 28,944 7,568 25,335 4,706 2,090 946 204 47 

December 
31, 2055 

76 1.19 79,497 16,090 8,697 654 - - 71,449 33,438 8,742 29,268 5,178 2,246 993 205 45 

December 
31, 2056 

92 1.45 98,763 19,990 10,804 808 - - 88,769 41,544 10,862 36,363 6,127 2,596 1,122 221 47 

December 
31, 2057 

123 1.93 133,706 27,062 14,627 1,089 - - 120,182 56,245 14,706 49,231 7,900 3,269 1,380 261 53 

December 
31, 2058 

140 2.21 155,795 31,533 17,043 1,262 - - 140,044 65,540 17,136 57,368 8,768 3,544 1,462 264 51 

December 
31, 2059 

149 2.34 168,126 34,029 18,392 1,355 - - 151,135 70,731 18,493 61,911 9,011 3,557 1,435 248 46 

December 
31, 2060 

145 2.28 166,842 33,769 18,252 1,337 - - 149,988 70,194 18,352 61,441 8,517 3,284 1,294 214 38 

December 
31, 2061 

140 2.20 163,769 33,147 17,916 1,306 - - 147,232 68,905 18,015 60,312 7,962 2,999 1,155 183 31 

December 
31, 2062 

136 2.14 162,086 32,806 17,732 1,286 - - 145,726 68,200 17,831 59,695 7,506 2,761 1,039 157 26 

December 
31, 2063 

133 2.09 161,741 32,736 17,694 1,277 - - 145,421 68,057 17,794 59,570 7,133 2,563 943 136 21 

December 
31, 2064 

15 0.24 19,165 3,879 2,097 151 - - 17,232 - 2,663 14,568 1,661 583 210 29 4 

Total 3,428 54.0 3,037,769 623,802 348,705 26,445 - - 2,736,227 1,293,976 330,418 1,111,834 436,940 340,620 289,312 237,184 208,541 

 

 

Total discounted cash flow from 2P reserves (probable reserves + proved reserves) as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 
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Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of the 
oil asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2020 

587 9.26 411,501 64,359 10,388 43,887 81,025 - 232,619 - 18,539 214,080 208,921 206,477 204,117 199,631 195,427 

December 
31, 2021 

687 10.83 481,670 75,333 12,160 44,572 10,690 - 363,235 - 58,768 304,466 282,980 273,166 263,907 246,884 231,615 

December 
31, 2022 

591 9.32 438,894 68,643 11,080 43,929 1,611 - 335,791 - 50,177 285,615 252,818 238,374 225,060 201,389 181,062 

December 
31, 2023 

667 10.52 510,350 79,819 12,884 44,538 - - 398,877 - 64,173 334,704 282,162 259,855 239,765 205,219 176,818 

December 
31, 2024 

727 11.46 565,717 101,485 38,077 45,012 - - 457,296 - 77,610 379,686 304,841 274,212 247,262 202,435 167,151 

December 
31, 2025 

721 11.37 575,689 116,519 62,978 45,055 - - 477,092 8,038 80,314 388,740 297,248 261,164 230,144 180,228 142,614 

December 
31, 2026 

678 10.69 555,169 112,366 60,733 44,824 - - 458,713 116,977 51,031 290,705 211,701 181,676 156,459 117,197 88,874 

December 
31, 2027 

650 10.24 548,698 111,056 60,025 44,713 - - 452,954 153,140 41,389 258,425 179,231 150,235 126,441 90,594 65,838 

December 
31, 2028 

636 10.02 548,037 110,923 59,953 44,673 - - 452,394 182,747 34,450 235,197 155,354 127,192 104,615 71,697 49,933 

December 
31, 2029 

626 9.88 550,939 111,510 60,270 55,930 - - 443,769 202,918 27,827 213,023 134,007 107,163 86,138 56,467 37,688 

December 
31, 2030 

619 9.77 556,444 112,624 60,872 44,679 - - 460,013 215,286 54,305 190,422 114,085 89,110 69,999 43,892 28,075 

December 
31, 2031 

611 9.64 557,351 112,808 60,972 44,663 - - 460,852 215,679 55,296 189,877 108,342 82,656 63,454 38,058 23,329 

December 
31, 2032 

601 9.48 557,180 112,773 60,953 44,636 - - 460,723 215,618 55,329 189,776 103,127 76,848 57,654 33,076 19,430 

December 
31, 2033 

588 9.26 555,267 112,386 60,744 44,590 - - 459,035 214,828 55,122 189,084 97,859 71,226 52,222 28,657 16,133 

December 
31, 2034 

574 9.05 557,499 112,838 60,988 55,831 - - 449,818 210,515 53,995 185,309 91,338 64,934 46,527 24,422 13,176 

December 
31, 2035 

561 8.84 420,277 85,064 45,976 39,085 - - 342,104 160,105 41,717 140,282 65,852 45,727 32,020 16,076 8,312 

December 
31, 2036 

551 8.69 417,839 84,571 45,710 39,046 - - 339,932 159,088 41,594 139,250 62,255 42,224 28,894 13,876 6,875 

December 
31, 2037 

539 8.50 412,807 83,552 45,159 38,985 - - 335,429 156,981 41,043 137,405 58,505 38,757 25,920 11,907 5,654 

December 
31, 2038 

528 8.32 408,012 82,582 44,635 38,928 - - 331,137 154,972 40,518 135,647 55,006 35,592 23,262 10,221 4,651 

December 
31, 2039 

524 8.27 411,222 83,231 44,986 50,203 - - 322,774 151,058 39,495 132,221 51,063 32,273 20,613 8,663 3,778 

December 
31, 2040 

526 8.29 416,294 84,258 45,541 38,971 - - 338,606 158,468 41,432 138,706 51,017 31,494 19,658 7,903 3,303 

December 
31, 2041 

524 8.27 423,124 85,640 46,288 39,007 - - 344,765 161,350 42,185 141,229 49,472 29,829 18,196 6,997 2,802 

December 
31, 2042 

524 8.27 431,383 87,312 47,191 39,054 - - 352,208 164,833 43,096 144,279 48,133 28,347 16,899 6,216 2,386 

December 
31, 2043 

524 8.27 440,230 89,103 48,159 39,105 - - 360,181 168,565 44,072 147,545 46,879 26,967 15,711 5,527 2,033 

December 
31, 2044 

526 8.29 450,030 91,086 49,231 50,430 - - 357,745 167,425 43,774 146,547 44,344 24,915 14,186 4,774 1,683 
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Total discounted cash flow from 2P reserves (probable reserves + proved reserves) as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of the 
oil asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2045 

524 8.27 457,520 92,602 50,051 39,205 - - 375,764 175,858 45,978 153,928 44,360 24,345 13,546 4,360 1,473 

December 
31, 2046 

523 8.24 464,929 94,102 50,861 39,243 - - 382,446 178,985 46,796 156,665 42,999 23,049 12,533 3,859 1,249 

December 
31, 2047 

520 8.20 471,791 95,491 51,612 39,276 - - 388,637 181,882 47,554 159,201 41,614 21,788 11,578 3,410 1,058 

December 
31, 2048 

517 8.15 478,430 96,834 52,338 39,307 - - 394,628 184,686 48,287 161,655 40,243 20,580 10,688 3,011 895 

December 
31, 2049 

511 8.06 481,766 97,510 52,703 50,574 - - 386,386 180,829 47,278 158,279 37,527 18,745 9,513 2,564 730 

December 
31, 2050 

506 7.98 486,387 98,445 53,209 39,324 - - 401,826 188,055 49,167 164,604 37,168 18,134 8,994 2,318 633 

December 
31, 2051 

502 7.91 491,028 99,384 53,716 39,339 - - 406,021 190,018 49,681 166,322 35,767 17,044 8,262 2,037 533 

December 
31, 2052 

499 7.87 497,159 100,625 54,387 39,367 - - 411,554 192,607 50,358 168,589 34,528 16,071 7,613 1,795 450 

December 
31, 2053 

493 7.78 500,446 101,290 54,747 39,371 - - 414,531 194,001 50,722 169,808 33,122 15,058 6,971 1,572 378 

December 
31, 2054 

489 7.71 505,307 102,274 55,278 50,653 - - 407,659 190,784 49,881 166,993 31,022 13,775 6,232 1,345 310 

December 
31, 2055 

485 7.64 510,185 103,262 55,812 39,405 - - 423,331 198,119 51,799 173,413 30,680 13,307 5,884 1,214 268 

December 
31, 2056 

482 7.60 516,230 104,485 56,473 39,433 - - 428,785 200,672 52,466 175,648 29,596 12,538 5,418 1,069 226 

December 
31, 2057 

476 7.51 519,731 105,194 56,856 39,439 - - 431,955 202,155 52,854 176,946 28,395 11,750 4,962 937 190 

December 
31, 2058 

472 7.44 524,418 106,142 57,369 39,454 - - 436,191 204,137 53,372 178,681 27,308 11,037 4,555 823 160 

December 
31, 2059 

468 7.37 528,860 107,041 57,855 50,733 - - 428,942 200,745 52,485 175,712 25,575 10,096 4,072 703 131 

December 
31, 2060 

463 7.30 533,530 107,986 58,366 39,483 - - 444,426 207,991 54,380 182,055 25,237 9,731 3,835 634 113 

December 
31, 2061 

455 7.17 533,799 108,041 58,395 39,464 - - 444,690 208,115 54,412 182,163 24,049 9,057 3,489 551 94 

December 
31, 2062 

449 7.07 536,136 108,514 58,651 39,461 - - 446,812 209,108 52,133 185,572 23,333 8,583 3,231 488 80 

December 
31, 2063 

443 6.99 539,727 109,241 59,044 39,467 - - 450,063 210,629 52,530 186,903 22,381 8,042 2,958 428 67 

December 
31, 2064 

52 0.82 64,314 13,017 7,036 35,712 - 33,122 (10,502) - 2,663 (13,165) (1,501) (527) (189) (26) (4) 

Total 24,221 381.9 21,843,315 4,323,320 2,210,712 1,922,054 93,326 33,122 17,682,204 7,037,964 2,162,048 8,482,191 3,969,941 3,082,618 2,523,269 1,865,101 1,487,675 
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Total discounted cash flow from possible reserves as at December 31, 2019 (in USD thousands for the Company's share) 
Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of 
the oil 
asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2020 

59 0.92 39,729 6,214 1,003 394 - - 34,125 - 7,849 26,276 25,643 25,343 25,053 24,503 23,987 

December 
31, 2021 

41 0.64 31,382 4,908 792 295 - - 26,971 - 6,203 20,768 19,302 18,633 18,001 16,840 15,799 

December 
31, 2022 

86 1.35 63,114 9,871 1,593 587 - - 54,249 - 12,477 41,772 36,975 34,863 32,916 29,454 26,481 

December 
31, 2023 

94 1.48 73,553 11,504 1,857 667 - - 63,239 - 14,545 48,694 41,050 37,805 34,882 29,856 25,724 

December 
31, 2024 

32 0.50 29,191 13,206 16,543 250 - - 32,278 - 7,424 24,854 19,955 17,950 16,186 13,251 10,942 

December 
31, 2025 

32 0.50 29,194 5,909 3,194 250 - - 26,229 59,352 (7,618) (25,505) (19,502) (17,135) (15,100) (11,825) (9,357) 

December 
31, 2026 

71 1.13 58,172 11,774 6,364 521 - - 52,241 40,970 2,592 8,679 6,320 5,424 4,671 3,499 2,653 

December 
31, 2027 

87 1.38 70,280 14,225 7,688 632 - - 63,112 50,061 3,002 10,049 6,970 5,842 4,917 3,523 2,560 

December 
31, 2028 

85 1.33 69,357 14,038 7,587 620 - - 62,287 52,589 2,231 7,468 4,933 4,038 3,322 2,276 1,585 

December 
31, 2029 

78 1.23 65,253 13,207 7,138 578 - - 58,606 32,193 6,075 20,338 12,794 10,231 8,224 5,391 3,598 

December 
31, 2030 

64 1.01 54,579 11,047 5,971 481 - - 49,022 22,942 5,998 20,081 12,031 9,397 7,382 4,629 2,961 

December 
31, 2031 

61 0.96 54,489 11,029 5,961 472 - - 48,949 22,908 5,989 20,051 11,441 8,729 6,701 4,019 2,464 

December 
31, 2032 

63 0.99 58,102 11,760 6,356 498 - - 52,199 24,429 6,387 21,383 11,620 8,659 6,496 3,727 2,189 

December 
31, 2033 

68 1.08 64,432 13,041 7,049 549 - - 57,891 27,093 7,084 23,714 12,273 8,933 6,550 3,594 2,023 

December 
31, 2034 

75 1.18 69,437 14,054 7,596 595 - - 62,384 29,196 7,633 25,555 12,596 8,955 6,416 3,368 1,817 

December 
31, 2035 

80 1.26 63,435 12,839 6,939 573 - - 56,962 26,658 6,970 23,334 10,954 7,606 5,326 2,674 1,383 

December 
31, 2036 

81 1.27 61,393 12,426 6,716 564 - - 55,120 25,796 6,744 22,579 10,095 6,847 4,685 2,250 1,115 

December 
31, 2037 

80 1.27 61,590 12,466 6,738 563 - - 55,298 25,880 6,766 22,652 9,645 6,390 4,273 1,963 932 

December 
31, 2038 

83 1.31 64,123 12,979 7,015 585 - - 57,575 26,945 7,045 23,585 9,564 6,188 4,045 1,777 809 

December 
31, 2039 

80 1.26 62,634 12,677 6,852 568 - - 56,240 26,320 6,882 23,038 8,897 5,623 3,592 1,510 658 

December 
31, 2040 

74 1.16 58,396 11,819 6,388 528 - - 52,438 24,541 6,416 21,481 7,901 4,877 3,044 1,224 511 

December 
31, 2041 

66 1.05 53,589 10,846 5,862 481 - - 48,124 22,522 5,888 19,713 6,905 4,164 2,540 977 391 

December 
31, 2042 

65 1.03 53,662 10,861 5,870 478 - - 48,192 22,554 5,897 19,742 6,586 3,879 2,312 851 326 

December 
31, 2043 

61 0.97 51,559 10,436 5,640 457 - - 46,307 21,672 5,666 18,969 6,027 3,467 2,020 711 261 

December 57 0.90 48,855 9,888 5,345 430 - - 43,882 20,537 5,369 17,976 5,439 3,056 1,740 586 206 
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Total discounted cash flow from possible reserves as at December 31, 2019 (in USD thousands for the Company's share) 
Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of 
the oil 
asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

31, 2044 

December 
31, 2045 

51 0.80 44,376 8,982 4,854 388 - - 39,861 18,655 4,877 16,329 4,706 2,582 1,437 463 156 

December 
31, 2046 

47 0.74 41,689 8,438 4,561 362 - - 37,450 17,526 4,582 15,341 4,210 2,257 1,227 378 122 

December 
31, 2047 

44 0.70 40,244 8,145 4,403 347 - - 36,154 16,920 4,424 14,810 3,871 2,027 1,077 317 98 

December 
31, 2048 

35 0.55 32,272 6,532 3,530 277 - - 28,994 13,569 3,548 11,877 2,957 1,512 785 221 66 

December 
31, 2049 

32 0.50 29,707 6,013 3,250 253 - - 26,691 12,491 3,266 10,934 2,592 1,295 657 177 50 

December 
31, 2050 

34 0.54 32,839 6,647 3,592 278 - - 29,506 13,809 3,610 12,087 2,729 1,332 660 170 46 

December 
31, 2051 

37 0.58 35,782 7,242 3,914 301 - - 32,153 15,048 3,934 13,171 2,832 1,350 654 161 42 

December 
31, 2052 

39 0.61 38,722 7,837 4,236 324 - - 34,797 16,285 4,258 14,254 2,919 1,359 644 152 38 

December 
31, 2053 

41 0.65 41,588 8,417 4,550 346 - - 37,374 17,491 4,573 15,310 2,986 1,358 629 142 34 

December 
31, 2054 

43 0.68 44,498 9,006 4,868 368 - - 39,991 18,716 4,893 16,382 3,043 1,351 611 132 30 

December 
31, 2055 

45 0.71 47,331 9,580 5,178 390 - - 42,539 19,908 5,205 17,426 3,083 1,337 591 122 27 

December 
31, 2056 

47 0.74 50,156 10,151 5,487 411 - - 45,080 21,098 5,516 18,467 3,112 1,318 570 112 24 

December 
31, 2057 

47 0.74 51,441 10,412 5,627 419 - - 46,238 21,639 5,658 18,941 3,039 1,258 531 100 20 

December 
31, 2058 

36 0.56 39,494 7,994 4,320 320 - - 35,501 16,614 4,344 14,543 2,223 898 371 67 13 

December 
31, 2059 

(6) (0.10) (7,263) (1,470) (795) (59) - - (6,529) (3,056) (799) (2,675) (389) (154) (62) (11) (2) 

December 
31, 2060 

(45) (0.71) (52,111) (10,547) (5,701) (418) - - (46,847) (21,924) (5,732) (19,190) (2,660) (1,026) (404) (67) (12) 

December 
31, 2061 

(54) (0.86) (63,644) (12,882) (6,962) (508) - - (57,218) (26,778) (7,001) (23,439) (3,094) (1,165) (449) (71) (12) 

December 
31, 2062 

(67) (1.06) (80,102) (16,213) (8,763) (636) - - (72,017) (33,704) (8,812) (29,501) (3,709) (1,365) (514) (78) (13) 

December 
31, 2063 

(62) (0.97) (75,175) (15,215) (8,224) (593) - - (67,589) (31,632) (8,270) (27,687) (3,315) (1,191) (438) (63) (10) 

December 
31, 2064 

(7) (0.11) (8,570) (1,734) (937) (67) - - (7,705) - (1,772) (5,933) (677) (237) (85) (12) (2) 

Total 2,057 32.4 1,692,772 340,357 181,047 15,117 - - 1,518,345 727,835 181,817 608,693 326,872 255,859 208,686 153,040 122,737 

 



 

A - 52 

Total discounted cash flow from proved reserves + probable reserves + possible reserves (3P) as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 
(100% of 

the oil 
asset) 

Sales 
quantity 
(BCM) 

(100% of 
the oil 
asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounte

d at 0%) 

Taxes Total discounted cash flow after tax 

Levy Income tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2020 

646 10.18 451,230 70,572 11,391 44,280 81,025 - 266,744 - 26,388 240,356 234,564 231,820 229,171 224,133 219,414 

December 
31, 2021 

728 11.47 513,052 80,241 12,952 44,867 10,690 - 390,206 - 64,971 325,234 302,282 291,799 281,908 263,724 247,414 

December 
31, 2022 

677 10.68 502,008 78,514 12,673 44,516 1,611 - 390,041 - 62,654 327,387 289,793 273,237 257,976 230,843 207,543 

December 
31, 2023 

761 12.00 583,903 91,322 14,741 45,205 - - 462,116 - 78,718 383,398 323,212 297,660 274,647 235,075 202,542 

December 
31, 2024 

759 11.96 594,908 114,691 54,620 45,262 - - 489,574 - 85,034 404,540 324,796 292,162 263,448 215,686 178,093 

December 
31, 2025 

753 11.87 604,883 122,428 66,172 45,305 - - 503,321 67,390 72,696 363,236 277,746 244,029 215,045 168,403 133,257 

December 
31, 2026 

749 11.81 613,341 124,140 67,097 45,344 - - 510,954 157,947 53,623 299,384 218,021 187,100 161,130 120,696 91,527 

December 
31, 2027 

737 11.62 618,977 125,281 67,713 45,344 - - 516,065 203,201 44,390 268,474 186,201 156,077 131,358 94,117 68,398 

December 
31, 2028 

720 11.36 617,394 124,961 67,540 45,293 - - 514,681 235,336 36,681 242,664 160,286 131,230 107,936 73,973 51,519 

December 
31, 2029 

704 11.10 616,191 124,717 67,409 56,508 - - 502,375 235,111 33,902 233,361 146,801 117,395 94,362 61,858 41,286 

December 

31, 2030 

684 10.78 611,023 123,671 66,843 45,160 - - 509,034 238,228 60,304 210,503 126,116 98,507 77,381 48,521 31,035 

December 
31, 2031 

672 10.60 611,840 123,836 66,933 45,136 - - 509,801 238,587 61,285 209,929 119,783 91,385 70,155 42,077 25,792 

December 
31, 2032 

664 10.48 615,281 124,533 67,309 45,135 - - 512,923 240,048 61,716 211,159 114,747 85,507 64,151 36,803 21,619 

December 
31, 2033 

656 10.34 619,699 125,427 67,792 45,139 - - 516,926 241,921 62,206 212,799 110,132 80,159 58,772 32,251 18,156 

December 
31, 2034 

649 10.23 626,936 126,892 68,584 56,426 - - 512,202 239,711 61,628 210,864 103,934 73,889 52,943 27,790 14,992 

December 
31, 2035 

640 10.10 483,711 97,903 52,916 39,657 - - 399,067 186,763 48,687 163,616 76,805 53,333 37,346 18,750 9,694 

December 
31, 2036 

632 9.96 479,232 96,997 52,426 39,609 - - 395,052 184,884 48,339 161,829 72,349 49,070 33,580 16,127 7,990 

December 
31, 2037 

619 9.76 474,397 96,018 51,897 39,549 - - 390,728 182,860 47,809 160,058 68,150 45,147 30,193 13,870 6,586 

December 
31, 2038 

610 9.62 472,136 95,560 51,650 39,512 - - 388,712 181,917 47,563 159,232 64,570 41,781 27,307 11,998 5,460 

December 
31, 2039 

604 9.53 473,856 95,908 51,838 50,771 - - 379,014 177,379 46,376 155,259 59,961 37,896 24,205 10,173 4,436 

December 
31, 2040 

600 9.45 474,691 96,077 51,929 39,499 - - 391,043 183,008 47,848 160,187 58,918 36,371 22,703 9,127 3,814 

December 
31, 2041 

591 9.31 476,713 96,487 52,150 39,488 - - 392,889 183,872 48,074 160,943 56,377 33,993 20,736 7,974 3,194 

December 
31, 2042 

590 9.30 485,045 98,173 53,062 39,533 - - 400,400 187,387 48,993 164,020 54,719 32,226 19,212 7,066 2,712 

December 
31, 2043 

586 9.24 491,789 99,538 53,800 39,562 - - 406,489 190,237 49,738 166,514 52,906 30,433 17,731 6,238 2,295 
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Total discounted cash flow from proved reserves + probable reserves + possible reserves (3P) as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 
(100% of 

the oil 
asset) 

Sales 
quantity 
(BCM) 

(100% of 
the oil 
asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounte

d at 0%) 

Taxes Total discounted cash flow after tax 

Levy Income tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2044 

583 9.19 498,885 100,974 54,576 50,860 - - 401,627 187,961 49,143 164,522 49,784 27,972 15,926 5,360 1,889 

December 
31, 2045 

575 9.07 501,896 101,584 54,905 39,593 - - 415,625 194,512 50,856 170,257 49,066 26,927 14,983 4,823 1,629 

December 
31, 2046 

570 8.98 506,618 102,539 55,422 39,605 - - 419,895 196,511 51,378 172,006 47,209 25,306 13,761 4,237 1,372 

December 
31, 2047 

564 8.90 512,036 103,636 56,014 39,623 - - 424,791 198,802 51,977 174,011 45,485 23,815 12,655 3,727 1,156 

December 
31, 2048 

552 8.70 510,703 103,366 55,869 39,583 - - 423,622 198,255 51,834 173,532 43,200 22,092 11,473 3,232 961 

December 
31, 2049 

542 8.55 511,473 103,522 55,953 50,827 - - 413,077 193,320 50,544 169,213 40,119 20,039 10,171 2,741 781 

December 
31, 2050 

540 8.52 519,225 105,091 56,801 39,602 - - 431,333 201,864 52,778 176,691 39,897 19,465 9,655 2,488 679 

December 
31, 2051 

538 8.49 526,810 106,626 57,631 39,640 - - 438,174 205,065 53,615 179,494 38,600 18,394 8,916 2,198 575 

December 
31, 2052 

538 8.48 535,881 108,462 58,623 39,691 - - 446,350 208,892 54,615 182,843 37,448 17,430 8,257 1,947 488 

December 
31, 2053 

534 8.42 542,034 109,708 59,296 39,717 - - 451,905 211,492 55,295 185,118 36,108 16,416 7,600 1,714 412 

December 

31, 2054 

532 8.39 549,805 111,281 60,146 51,021 - - 447,650 209,500 54,774 183,375 34,065 15,127 6,844 1,477 340 

December 
31, 2055 

530 8.35 557,516 112,841 60,990 39,795 - - 465,870 218,027 57,004 190,839 33,763 14,644 6,475 1,336 295 

December 
31, 2056 

529 8.34 566,385 114,636 61,960 39,843 - - 473,866 221,769 57,982 194,114 32,708 13,856 5,987 1,182 250 

December 
31, 2057 

524 8.26 571,171 115,605 62,484 39,857 - - 478,193 223,794 58,512 195,887 31,434 13,007 5,493 1,037 210 

December 
31, 2058 

508 8.00 563,912 114,136 61,689 39,774 - - 471,692 220,752 57,716 193,224 29,531 11,935 4,925 890 173 

December 
31, 2059 

461 7.27 521,597 105,571 57,060 50,674 - - 422,413 197,689 51,686 173,037 25,186 9,943 4,010 693 129 

December 
31, 2060 

418 6.59 481,419 97,439 52,665 39,066 - - 397,579 186,067 48,648 162,864 22,577 8,705 3,431 567 101 

December 
31, 2061 

401 6.32 470,154 95,159 51,433 38,956 - - 387,472 181,337 47,411 158,724 20,955 7,892 3,040 480 82 

December 
31, 2062 

382 6.02 456,033 92,301 49,888 38,825 - - 374,795 175,404 43,321 156,071 19,623 7,219 2,717 411 67 

December 
31, 2063 

382 6.02 464,553 94,025 50,820 38,874 - - 382,473 178,997 44,260 159,216 19,066 6,850 2,520 364 57 

December 
31, 2064 

45 0.71 55,744 11,283 6,098 35,645 - 33,122 (18,207) - 891 (19,098) (2,178) (764) (275) (38) (6) 

Total 26,278 414.3 23,536,086 4,663,677 2,391,759 1,937,171 93,326 33,122 19,200,549 7,765,799 2,343,866 9,090,884 4,296,813 3,338,477 2,731,955 2,018,141 1,610,412 

 
Note: It is clarified that the discounted cash flow figures, whether calculated at a specific discount rate or without a discount rate, represent the present 
value but not necessarily the fair value.  
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Forward-looking information: The discounted cash flows set out above are forward-looking information as defined as defined in Section 32A of the Israel 
Securities Law. The information above is based on various assumptions, including the rate and duration of natural gas and condensate sales from the 
project, operational costs, capital expenditure, abandonment expenses, rates of royalties, and selling prices, and there is no certainly whether these will 
materialize. It is noted that actual quantities of natural gas and/or condensate produced, the above expenses and revenues may be different from these 
estimates and assumptions, partly due to technical and operational conditions and/or regulatory changes and/or the supply and demand conditions in 
the natural gas and/or condensate market and/or actual performance of the project and/or as a result of actual selling prices and/or due to geo-political 
changes. 
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F. Sensitivity analysis for the main parameters of the discounted cash flow (gas price and quantity of gas sold) as at December 31, 2019 (USD thousands), performed 
by the Company:43  

 

43  Regarding the discounted cash flow sensitivity analysis for the gas sales volume variable, it should be noted that no additional costs were included for additional wells that may be required 
for the increase in gas sales. 

Sensitivity/category   Total  

 Present value 
discounted at 

10%  
 Present value 

discounted at 15%  
 Present value 

discounted at 20%   Sensitivity/category   Total  
 Present value 

discounted at 10%  
 Present value 

discounted at 15%  
 Present value 

discounted at 20%  

10% increase in the price of gas 10% decrease in the price of gas 

 Proved reserves 1P   8,039,983   2,416,122   1,763,084   1,389,013   Proved reserves 1P   6,707,402   2,050,372   1,490,272   1,166,399  

 Probable reserves    1,219,662   309,891   252,187   221,116   Probable reserves    1,000,869   266,896   220,574   194,578  

 Total 2P reserves  

(proved + probable 
reserves) 

 9,259,645   2,726,013   2,015,271   1,610,129  

 Total 2P reserves  

 (proved + probable 
reserves)  

 7,708,271   2,317,268   1,710,845   1,360,977  

 Possible reserves   666,715   225,536   164,441   131,414  Possible reserves   549,561   193,378   143,424   115,851  

 Total 3P reserves  

(proved + probable + 
possible reserves)  

 9,926,360   2,951,549   2,179,712   1,741,543  

 Total 3P reserves  

(proved + probable + 
possible reserves 

 8,257,832   2,510,646   1,854,270   1,476,828  

15% increase in the price of gas 15% decrease in the price of gas 

 Proved reserves 1P   8,371,009   2,503,595   1,827,526   1,441,296   Proved reserves 1P   6,377,530   1,956,778   1,419,502   1,108,223  

Probable reserves  1,274,732   321,332   260,664   228,198  Probable reserves  944,356   256,410   213,085   188,372  

 Total 2P reserves  

 (proved + probable 
reserves)  

 9,645,741   2,824,927   2,088,190   1,669,494  

 Total 2P reserves  

  (proved + probable 
reserves) 

 7,321,886   2,213,188   1,632,587   1,296,595  

 Possible reserves   703,178   237,911   173,007   137,823  Possible reserves    517,536   183,324   136,256   110,165  

 Total 3P reserves  

 (proved + probable + 
possible reserves)  

 10,348,919   3,062,839   2,261,197   1,807,317  

 Total 3P reserves  

 (proved + probable + 
possible reserves)  

 7,839,422   2,396,512   1,768,843   1,406,760  

20% increase in the price of gas 20% decrease in the price of gas 

 Proved reserves 1P   8,704,353   2,592,305   1,892,869   1,494,259   Proved reserves 1P   6,045,419   1,860,785   1,346,807   1,048,571  

 Probable reserves   1,331,380   333,671   269,844   235,833  Probable reserves   892,421   246,976   205,792   181,871  

 Total 2P reserves  

 (proved + probable 
reserves)  

 10,035,733   2,925,977   2,162,712   1,730,092  

 Total 2P reserves  

(proved + probable 
reserves) 

 6,937,840   2,107,762   1,552,599   1,230,441  

Possible reserves   734,967   247,015   178,848   141,942   Possible reserves   484,685   174,660   130,702   106,101  

 Total 3P reserves  

 (proved + probable + 
possible reserves)  

 10,770,700   3,172,992   2,341,561   1,872,034  

 Total 3P reserves  

 (proved + probable + 
possible reserves)  

 7,422,525   2,282,422   1,683,301   1,336,542  
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Sensitivity/category Total 
Present value 

discounted at 10% 
Present value 

discounted at 15% 
Present value 

discounted at 20% 
Sensitivity/category Total 

Present value 
discounted at 10% 

Present value 
discounted at 15% 

Present value 
discounted at 20% 

10% increase in the quantity of gas 10% decrease in the quantity of gas 

 Proved reserves 1P   7,246,156   2,402,904   1,762,316   1,389,850   Proved reserves 1P   6,688,734   2,047,090   1,488,245   1,164,985  

 Probable reserves    1,038,898   307,671   252,056   221,205  Probable reserves   1,001,496   268,762   222,079   195,763  

 Total 2P reserves  

 (proved + probable 
reserves  

 8,285,055   2,710,576   2,014,373   1,611,055  

 Total 2P reserves  

 (proved + probable 
reserves  

 7,690,231   2,315,852   1,710,324   1,360,749  

 Possible reserves   612,682   223,648   164,180   131,439   Possible reserves   544,252   190,843   141,535   114,408  

 Total 3P reserves  

 (proved + probable + 
possible reserves)  

 8,897,736   2,934,223   2,178,552   1,742,494  

 Total 3P reserves  

 (proved + probable + 
possible reserves)  

 8,234,483   2,506,695   1,851,859   1,475,157  

15% increase in the quantity of gas 15% decrease in the quantity of gas 

 Proved reserves 1P    7,211,861   2,481,251   1,825,633   1,442,333   Proved reserves 1P   6,349,500   1,951,782   1,416,398   1,106,052  

 Probable reserves    1,006,398   318,122   260,527   228,356   Probable reserves   943,297   257,820   214,196   189,204  

 Total 2P reserves  

 (proved + probable 
reserves  

 8,218,260   2,799,372   2,086,160   1,670,689  

 Total 2P reserves  

 (proved + probable 
reserves  

 7,292,797   2,209,602   1,630,595   1,295,256  

Possible reserves   611,356   234,182   172,389   137,807  Possible reserves   511,591   180,937   134,589   108,959  

 Total 3P reserves  

 (proved + probable + 
possible reserves)  

 8,829,616   3,033,554   2,258,550   1,808,496  

 Total 3P reserves  

 (proved + probable + 
possible reserves)  

 7,804,388   2,390,539   1,765,184   1,404,215  

20% increase in the quantity of gas 20% decrease in the quantity of gas 

 Proved reserves 1P    7,163,576   2,558,298   1,889,144   1,495,303   Proved reserves 1P    6,008,051   1,854,042   1,342,598   1,045,621  

 Probable reserves   1,002,347   330,247   269,884   236,106   Probable reserves   886,040   246,261   205,361   181,555  

 Total 2P reserves  

 (proved + probable 
reserves  

 8,165,923   2,888,545   2,159,028   1,731,409  

 Total 2P reserves  

 (proved + probable 
reserves  

 6,894,091   2,100,303   1,547,959   1,227,176  

Possible reserves   604,123   237,196   174,363   138,976  Possible reserves   481,650   174,043   130,360   105,885  

 Total 3P reserves  

 (proved + probable + 
possible reserves)  

 8,770,046   3,125,741   2,333,391   1,870,385  

 Total 3P reserves  

 proved + probable + 
possible reserves)  

 7,375,741   2,274,346   1,678,319   1,333,060  
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(4) Contingent resources in the Leviathan reservoir44 

A. Quantitative data  

According to the NSAI report, the contingent resources and condensate in the Leviathan reservoir, 
classified as contingent resources at the development pending stage, are as follows:  

Natural gas 
BCF 

Category Total (100%) in the oil asset (gross) 
Total share attributable to equity 

holders of the Company (net)  

 

Phase I – 
First 
Stage 

Future 
developments Total 

Phase I 
– First 
Stage 

Future 
developments Total 

Low estimate – 1C 5,071.8 334.1 5,405.9 1,126.0 74.4 1,200.4 

Best estimate – 2C 4,588.2 4,850.7 9,438.8 1,018.2 1,080.7 2,098.9 

High estimate – 3C 4,016.9 9,208.9 13,225.9 891.0 2,051.7 2,942.7 

 

Condensate 
(million barrels) 

Category 

Total (100%) in the oil asset (gross) 
Total share attributable to the equity 

holders of the Company2 (net) 

Phase I – 
First 
Stage 

Future 
developments Total 

Phase I 
– First 
Stage 

Future 
developments Total 

Low estimate – 1C 9.1 0.6 9.7 2.1 0.1 2.2 

Best estimate – 2C 8.2 8.7 17.0 1.9 1.9 3.8 

High estimate – 3C 7.2 16.5 23.8 1.6 3.7 5.3 

 

 In view of the considerable amount of resources estimated in the Leviathan project, the main 
potential markets for these resources are the local and/or regional and/or international markets. For 
a description of the potential markets for the resources, see section 1.7.15(B)(2)b below. For 
information about agreements for gas exports and the assessment of the possible export of 
additional gas, see sections 1.7.14(E) and 1.7.15(B) below. 

 The resources report states that classification of the contingent resources in the Leviathan project 
under the Phase I – First Stage category as reserves is contingent on a decision to drill additional 
wells and additional agreements for natural gas sales, and that the classification of the contingent 
resources in the Leviathan project under the future development category is contingent on 
additional FIDs and additional agreements for the sale of natural gas. If these conditions are met, 
part or all of the contingent resources could be classified as reserves.  

Forward-looking information: There is no certainty that it will be commercially viable to 
produce any percentage of the contingent resources.  

Forward looking information: The estimate of NSAI in respect of the contingent resources of 
natural gas and condensate in the Leviathan project is forward-looking information as 
defined in Section 32A of the Israel Securities Law. These estimates are partially based on 
geological, geophysical, engineering and other information obtained from the Operator from 
drillings in the reservoir and drillings in the adjacent reservoirs, and are the professional 
estimates and assumptions only of NSAI and there can be no certainty in their respect. 
Actual quantities of natural gas and/or condensate consumed may be different from these 
estimates and assumptions, partly due to technical and operational conditions and/or 
regulatory changes and/or the supply and demand conditions in the natural gas and/or 
condensate market and/or commercial conditions and/or from actual performance of the 
reservoir. The estimates and assumptions may be revised if additional information becomes 
available and/or as the result of a range of factors related to oil and natural gas exploration 
and production projects. 

 

44  For information about the estimate of the resources in the Leviathan reservoir carried out by the Ministry of Energy 
through outside consultants, see section 1.7.29(A) below. 
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B. Based on assumptions, which are described in section 1.7.4(J)(3)c above, following is the estimated discounted cash flow as at December 31, 2019 in thousands of 
USD (after the levy and income tax) attributable to the Partnership's share in the contingent resources in the Leviathan reservoir, for each of the contingent resources 
categories described above: 

Total discounted cash flow from the low estimate contingent resources as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of the 
oil asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2020 

43 0.67 28,350 4,434 716 274 - - 24,357 - 5,602 18,755 18,303 18,089 17,882 17,489 17,121 

December 

31, 2021 
45 0.71 29,943 4,683 756 299 - - 25,716 - 5,915 19,802 18,404 17,766 17,164 16,057 15,064 

December 
31, 2022 

74 1.17 50,111 7,837 1,265 481 - - 43,058 - 9,903 33,154 29,347 27,671 26,125 23,377 21,018 

December 
31, 2023 

90 1.42 61,883 9,679 1,562 590 - - 53,177 - 12,231 40,946 34,518 31,790 29,332 25,106 21,631 

December 
31, 2024 

87 1.37 60,960 9,534 1,539 577 - - 52,388 - 12,049 40,339 32,387 29,133 26,270 21,507 17,758 

December 
31, 2025 

106 1.67 76,053 27,980 31,346 714 - - 78,705 - 18,102 60,603 46,340 40,714 35,879 28,097 22,233 

December 
31, 2026 

128 2.03 91,932 18,607 10,057 863 - - 82,519 63,177 4,449 14,893 10,846 9,307 8,016 6,004 4,553 

December 
31, 2027 

112 1.77 80,023 16,197 8,754 752 90,117 - (18,289) 42,585 5,689 (66,564) (46,166) (38,697) (32,568) (23,335) (16,958) 

December 
31, 2028 

139 2.19 99,794 20,198 10,917 936 - - 89,577 60,932 4,515 24,129 15,938 13,049 10,732 7,355 5,123 

December 
31, 2029 

155 2.45 111,709 22,610 12,221 1,047 - - 100,273 75,380 3,653 21,240 13,362 10,685 8,589 5,630 3,758 

December 
31, 2030 

178 2.81 128,826 26,074 14,093 1,205 - - 115,640 75,210 7,226 33,203 19,893 15,538 12,206 7,653 4,895 

December 
31, 2031 

214 3.38 160,190 32,422 17,524 1,479 - - 143,812 69,476 15,025 59,312 33,843 25,819 19,821 11,888 7,287 

December 
31, 2032 

227 3.58 173,860 35,189 19,019 1,592 - - 156,098 73,054 17,027 66,017 35,875 26,733 20,056 11,506 6,759 

December 
31, 2033 

230 3.62 177,109 35,847 19,375 1,617 - - 159,020 74,421 17,385 67,213 34,786 25,319 18,563 10,187 5,735 

December 
31, 2034 

233 3.67 178,979 36,225 19,580 1,636 - - 160,698 75,206 17,590 67,901 33,468 23,793 17,048 8,949 4,828 

December 
31, 2035 

238 3.75 220,833 44,697 24,158 1,891 - - 198,404 92,853 22,204 83,347 39,125 27,168 19,024 9,552 4,938 

December 
31, 2036 

244 3.85 217,161 43,953 23,756 1,886 - - 195,078 91,297 21,797 81,984 36,653 24,859 17,012 8,170 4,048 

December 
31, 2037 

249 3.93 212,244 42,958 23,219 1,870 105,137 - 85,498 40,013 32,397 13,087 5,572 3,691 2,469 1,134 538 

December 
31, 2038 

254 4.01 205,986 41,692 22,534 1,847 - - 184,981 86,571 20,216 78,194 31,708 20,517 13,409 5,892 2,681 

December 
31, 2039 

259 4.09 208,468 42,194 22,806 1,874 - - 187,206 87,612 20,488 79,105 30,550 19,308 12,332 5,183 2,260 

December 
31, 2040 

265 4.17 215,611 43,640 23,587 1,930 - - 193,628 90,618 21,274 81,736 30,063 18,558 11,584 4,657 1,946 

December 
31, 2041 

269 4.24 222,063 44,945 24,293 1,978 - - 199,432 93,334 21,984 84,114 29,464 17,766 10,837 4,167 1,669 
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Total discounted cash flow from the low estimate contingent resources as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of the 
oil asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2042 

273 4.31 229,912 46,534 25,151 2,035 90,117 - 116,378 54,465 31,512 30,401 10,142 5,973 3,561 1,310 503 

December 
31, 2043 

278 4.38 237,742 48,119 26,008 2,091 - - 213,539 99,936 21,638 91,965 29,220 16,808 9,793 3,445 1,267 

December 
31, 2044 

283 4.46 247,188 50,031 27,041 2,159 - - 222,039 103,914 22,678 95,447 28,882 16,228 9,239 3,109 1,096 

December 
31, 2045 

286 4.51 254,197 51,450 27,808 2,208 - - 228,348 106,867 23,450 98,031 28,251 15,504 8,627 2,777 938 

December 
31, 2046 

290 4.58 262,615 53,153 28,729 2,267 - - 235,923 110,412 24,377 101,134 27,758 14,879 8,091 2,491 806 

December 
31, 2047 

294 4.64 271,254 54,902 29,674 2,327 - - 243,698 114,051 26,537 103,110 26,952 14,111 7,499 2,209 685 

December 
31, 2048 

299 4.72 281,480 56,972 30,793 2,399 - - 252,902 118,358 28,872 105,672 26,306 13,453 6,987 1,968 585 

December 
31, 2049 

303 4.77 289,221 58,538 31,639 2,452 - - 259,870 121,619 29,725 108,526 25,731 12,852 6,523 1,758 501 

December 
31, 2050 

308 4.86 299,845 60,689 32,802 2,528 113,898 - 155,532 72,789 41,845 40,898 9,235 4,506 2,235 576 157 

December 
31, 2051 

314 4.95 311,142 62,975 34,038 2,609 - - 279,596 130,851 29,519 119,226 25,639 12,218 5,922 1,460 382 

December 
31, 2052 

321 5.07 324,468 65,672 35,495 2,704 - - 291,587 136,463 32,023 123,102 25,212 11,735 5,559 1,311 329 

December 
31, 2053 

329 5.18 336,969 68,202 36,863 2,795 152,698 - 150,136 70,264 49,116 30,757 5,999 2,727 1,263 285 68 

December 
31, 2054 

339 5.35 354,155 71,681 38,743 2,922 105,137 - 213,159 99,758 42,923 70,478 13,092 5,814 2,630 568 131 

December 
31, 2055 

353 5.56 374,293 75,757 40,946 3,072 107,640 - 228,770 107,065 42,824 78,882 13,956 6,053 2,676 552 122 

December 
31, 2056 

288 4.55 308,830 62,507 33,785 2,528 - - 277,579 129,907 22,664 125,008 21,063 8,923 3,856 761 161 

December 
31, 2057 

214 3.37 233,193 47,198 25,510 1,899 - - 209,606 98,096 14,347 97,164 15,592 6,452 2,724 514 104 

December 
31, 2058 

139 2.19 154,114 31,193 16,859 1,248 - - 138,533 64,833 5,650 68,049 10,400 4,203 1,735 313 61 

December 
31, 2059 

89 1.41 100,823 20,407 11,030 812 - - 90,634 42,417 (211) 48,428 7,049 2,783 1,122 194 36 

December 
31, 2060 

84 1.32 96,571 19,546 10,564 774 - - 86,815 40,629 632 45,554 6,315 2,435 960 159 28 

December 
31, 2061 

74 1.17 86,762 17,561 9,491 692 - - 78,001 36,504 863 40,633 5,364 2,020 778 123 21 

December 
31, 2062 

57 0.91 68,616 13,888 7,506 544 - - 61,690 28,871 (5,311) 38,130 4,794 1,764 664 100 16 

December 
31, 2063 

49 0.77 59,083 11,958 6,463 466 - - 53,121 24,861 (4,603) 32,864 3,935 1,414 520 75 12 

December 
31, 2064 

5 0.08 6,035 1,222 660 47 - 54,501 (49,075) - - (49,075) (5,597) (1,964) (706) (98) (15) 

Total 9,109 143.6 8,200,594 1,661,750 900,676 70,919 764,743 54,501 6,549,356 3,104,669 797,793 2,646,894 899,571 589,469 414,039 242,187 166,882 
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Total discounted cash flow from the best estimate contingent resources as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands of 

barrels) 
(100% of the 

oil asset) 

Sales 
quantity 
(BCM) 

(100% of the 
oil asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2020 

15 0.2 13,031 2,038 329 118 - - 11,203 - 2,577 8,627 8,419 8,320 8,225 8,044 7,875 

December 
31, 2021 

3 0.0 1,737 272 44 17 - - 1,492 - 343 1,149 1,068 1,031 996 932 874 

December 
31, 2022 

39 0.6 26,608 4,161 672 255 - - 22,862 - 5,258 17,604 15,583 14,692 13,872 12,413 11,160 

December 
31, 2023 

49 0.8 33,864 5,296 855 323 - - 29,100 - 6,693 22,407 18,889 17,396 16,051 13,738 11,837 

December 
31, 2024 

18 0.3 12,930 5,086 5,932 122 45,059 - (31,406) - 2,622 (34,028) (27,320) (24,575) (22,160) (18,142) (14,980) 

December 
31, 2025 

42 0.7 32,166 6,510 3,519 295 - - 28,880 9,822 3,347 15,711 12,013 10,555 9,301 7,284 5,764 

December 
31, 2026 

85 1.3 63,292 12,810 6,924 586 - - 56,819 24,651 6,362 25,806 18,792 16,127 13,889 10,403 7,889 

December 
31, 2027 

113 1.8 83,870 16,975 9,175 778 - - 75,291 41,314 6,778 27,199 18,864 15,812 13,308 9,535 6,929 

December 
31, 2028 

129 2.0 96,354 19,502 10,541 891 - - 86,501 55,920 5,997 24,584 16,238 13,295 10,935 7,494 5,219 

December 
31, 2029 

137 2.2 101,550 20,554 11,109 940 - - 91,165 47,431 9,023 34,712 21,836 17,462 14,036 9,201 6,141 

December 
31, 2030 

144 2.3 105,587 21,371 11,551 981 - - 94,786 44,360 10,562 39,864 23,883 18,655 14,654 9,189 5,877 

December 
31, 2031 

152 2.4 113,794 23,032 12,449 1,050 45,059 - 57,102 26,724 15,796 14,583 8,321 6,348 4,873 2,923 1,792 

December 
31, 2032 

164 2.6 126,456 25,595 13,834 1,154 - - 113,541 53,137 11,820 48,584 26,401 19,674 14,760 8,468 4,974 

December 
31, 2033 

175 2.8 137,980 27,927 15,094 1,251 - - 123,897 57,984 13,087 52,826 27,339 19,899 14,590 8,006 4,507 

December 
31, 2034 

189 3.0 147,250 29,803 16,108 1,340 - - 132,215 61,876 14,623 55,715 27,462 19,523 13,989 7,343 3,961 

December 
31, 2035 

202 3.2 194,473 39,361 21,274 1,646 - - 174,740 81,778 20,345 72,617 34,088 23,670 16,575 8,322 4,303 

December 
31, 2036 

214 3.4 194,533 39,374 21,281 1,677 - - 174,764 81,790 20,348 72,627 32,469 22,022 15,070 7,237 3,586 

December 
31, 2037 

224 3.5 193,405 39,145 21,158 1,696 - - 173,722 81,302 20,220 72,200 30,741 20,365 13,620 6,256 2,971 

December 
31, 2038 

235 3.7 191,845 38,829 20,987 1,717 105,137 - 67,149 31,426 30,152 5,571 2,259 1,462 955 420 191 

December 
31, 2039 

239 3.8 192,777 39,018 21,089 1,731 - - 173,117 81,019 17,728 74,370 28,722 18,152 11,594 4,873 2,125 

December 
31, 2040 

239 3.8 195,909 39,652 21,432 1,750 - - 175,938 82,339 18,073 75,526 27,779 17,148 10,704 4,303 1,798 

December 
31, 2041 

239 3.8 198,171 40,110 21,679 1,762 - - 177,979 83,294 18,841 75,844 26,567 16,019 9,772 3,758 1,505 

December 
31, 2042 

239 3.8 201,778 40,840 22,074 1,782 - - 181,230 84,816 19,757 76,657 25,574 15,061 8,979 3,303 1,268 

December 
31, 2043 

239 3.8 205,361 41,565 22,466 1,803 - - 184,458 86,326 20,152 77,980 24,776 14,252 8,303 2,921 1,075 
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Total discounted cash flow from the best estimate contingent resources as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands of 

barrels) 
(100% of the 

oil asset) 

Sales 
quantity 
(BCM) 

(100% of the 
oil asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2044 

239 3.8 210,358 42,576 23,012 1,834 - - 188,960 88,433 20,703 79,824 24,154 13,571 7,727 2,600 917 

December 
31, 2045 

239 3.8 213,017 43,115 23,303 1,847 90,117 - 101,241 47,381 29,660 24,200 6,974 3,827 2,130 686 232 

December 
31, 2046 

240 3.8 218,532 44,231 23,906 1,884 - - 196,324 91,879 19,531 84,913 23,305 12,492 6,793 2,092 677 

December 
31, 2047 

243 3.8 225,064 45,553 24,621 1,928 - - 202,204 94,631 20,251 87,322 22,825 11,951 6,351 1,870 580 

December 
31, 2048 

248 3.9 234,375 47,438 25,640 1,994 113,898 - 96,685 45,249 33,435 18,001 4,481 2,292 1,190 335 100 

December 
31, 2049 

252 4.0 242,040 48,989 26,478 2,049 - - 217,480 101,781 21,918 93,781 22,235 11,106 5,637 1,519 433 

December 
31, 2050 

257 4.0 250,869 50,776 27,444 2,112 98,878 - 126,547 59,224 32,397 34,926 7,886 3,848 1,908 492 134 

December 
31, 2051 

261 4.1 259,689 52,561 28,409 2,175 - - 233,362 109,213 21,588 102,561 22,056 10,510 5,095 1,256 329 

December 
31, 2052 

266 4.2 269,816 54,611 29,517 2,246 98,878 - 143,598 67,204 32,209 44,185 9,049 4,212 1,995 471 118 

December 
31, 2053 

270 4.3 277,700 56,207 30,379 2,301 167,718 - 81,854 38,308 37,421 6,125 1,195 543 251 57 14 

December 
31, 2054 

258 4.1 266,700 53,980 29,176 2,207 - - 239,689 112,174 16,230 111,284 20,673 9,180 4,153 896 206 

December 
31, 2055 

236 3.7 248,704 50,338 27,207 2,047 - - 223,526 104,610 15,289 103,627 18,334 7,952 3,516 726 160 

December 
31, 2056 

241 3.8 258,385 52,297 28,266 2,115 - - 232,239 108,688 17,391 106,160 17,888 7,578 3,274 646 137 

December 
31, 2057 

245 3.9 266,875 54,016 29,195 2,173 - - 239,881 112,264 18,326 109,291 17,538 7,257 3,064 579 117 

December 
31, 2058 

228 3.6 253,516 51,312 27,734 2,053 - - 227,885 106,650 18,168 103,066 15,752 6,366 2,627 475 92 

December 
31, 2059 

188 3.0 212,725 43,056 23,271 1,714 - - 191,227 89,494 14,993 86,740 12,625 4,984 2,010 347 65 

December 
31, 2060 

194 3.1 223,793 45,296 24,482 1,794 - - 201,185 94,155 17,348 89,682 12,432 4,794 1,889 312 56 

December 
31, 2061 

201 3.2 235,444 47,654 25,757 1,878 - - 211,669 99,061 19,768 92,840 12,257 4,616 1,778 281 48 

December 
31, 2062 

207 3.3 247,425 50,079 27,067 1,963 - - 222,450 104,107 18,046 100,298 12,611 4,639 1,746 264 43 

December 
31, 2063 

184 2.9 224,245 45,387 24,531 1,770 - - 201,619 94,358 18,563 88,698 10,621 3,816 1,404 203 32 

December 
31, 2064 

17 0.3 21,569 4,366 2,360 169 - 54,501 (35,108) - 282 (35,390) (4,036) (1,416) (509) (70) (11) 

Total 8,240 129.9 7,725,562 1,562,662 843,328 65,920 764,743 54,501 6,121,064 2,886,174 744,025 2,490,865 741,620 456,486 300,921 154,259 93,119 
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Total discounted cash flow from the high estimate contingent resources as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of 
the oil 
asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2020 

16 0.25 13,717 2,145 346 125 - - 11,793 - 2,712 9,081 8,862 8,758 8,658 8,468 8,290 

December 
31, 2021 

2 0.03 1,461 229 37 14 - - 1,256 - 289 967 899 868 838 784 736 

December 
31, 2022 

29 0.47 20,422 3,194 516 194 - - 17,549 - 4,036 13,513 11,961 11,278 10,648 9,528 8,566 

December 
31, 2023 

(0) (0.00) (196) (31) (5) (2) - - (169) - (39) (130) (109) (101) (93) (80) (69) 

December 
31, 2024 

7 0.10 5,358 1,943 2,156 48 45,059 - (39,535) - 752 (40,287) (32,346) (29,096) (26,236) (21,480) (17,736) 

December 
31, 2025 

10 0.16 8,656 1,752 947 77 - - 7,775 904 544 6,326 4,837 4,250 3,745 2,933 2,321 

December 
31, 2026 

14 0.22 11,887 2,406 1,300 104 - - 10,677 3,876 528 6,273 4,568 3,920 3,376 2,529 1,918 

December 
31, 2027 

26 0.41 21,551 4,362 2,358 192 - - 19,355 9,666 1,192 8,497 5,893 4,940 4,157 2,979 2,165 

December 
31, 2028 

45 0.71 35,571 7,200 3,891 321 - - 31,942 16,530 2,508 12,903 8,523 6,978 5,739 3,933 2,739 

December 
31, 2029 

59 0.94 46,108 9,332 5,044 420 - - 41,400 19,375 4,029 17,996 11,321 9,053 7,277 4,770 3,184 

December 
31, 2030 

79 1.25 60,893 12,325 6,661 557 - - 54,673 25,587 5,653 23,433 14,039 10,966 8,614 5,401 3,455 

December 
31, 2031 

91 1.43 69,671 14,101 7,622 637 - - 62,554 29,275 6,618 26,661 15,213 11,606 8,910 5,344 3,276 

December 
31, 2032 

101 1.59 79,139 16,018 8,657 718 - - 71,061 33,256 7,659 30,146 16,382 12,207 9,158 5,254 3,086 

December 
31, 2033 

107 1.69 85,076 17,219 9,307 769 - - 76,394 35,753 8,311 32,331 16,732 12,179 8,929 4,900 2,758 

December 
31, 2034 

114 1.80 89,771 18,170 9,821 814 45,059 - 35,550 16,637 13,677 5,235 2,581 1,835 1,314 690 372 

December 
31, 2035 

123 1.93 130,856 26,485 14,315 1,072 - - 117,613 55,043 13,355 49,215 23,103 16,042 11,233 5,640 2,916 

December 
31, 2036 

133 2.10 133,102 26,940 14,561 1,113 - - 119,610 55,977 13,599 50,033 22,368 15,171 10,382 4,986 2,470 

December 
31, 2037 

144 2.27 131,762 26,669 14,414 1,133 - - 118,375 55,399 13,448 49,527 21,088 13,970 9,343 4,292 2,038 

December 
31, 2038 

153 2.41 127,686 25,844 13,968 1,132 - - 114,678 53,669 12,996 48,013 19,470 12,598 8,234 3,618 1,646 

December 
31, 2039 

159 2.50 130,119 26,336 14,234 1,162 - - 116,855 54,688 13,262 48,905 18,887 11,937 7,624 3,204 1,397 

December 
31, 2040 

166 2.61 137,488 27,828 15,041 1,222 - - 123,479 57,788 14,073 51,618 18,986 11,720 7,316 2,941 1,229 

December 
31, 2041 

172 2.72 144,557 29,258 15,814 1,280 - - 129,832 60,761 14,850 54,221 18,993 11,452 6,986 2,686 1,076 

December 
31, 2042 

173 2.73 148,089 29,973 16,200 1,304 - - 133,013 62,250 15,239 55,524 18,523 10,909 6,503 2,392 918 

December 
31, 2043 

177 2.79 153,804 31,130 16,825 1,346 - - 138,153 64,655 15,868 57,629 18,310 10,533 6,136 2,159 794 
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Total discounted cash flow from the high estimate contingent resources as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of 
the oil 
asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2044 

182 2.87 161,503 32,688 17,668 1,404 105,137 - 39,942 18,693 27,341 (6,092) (1,844) (1,036) (590) (198) (70) 

December 
31, 2045 

188 2.96 168,639 34,133 18,448 1,459 - - 151,496 70,900 16,119 64,477 18,581 10,197 5,674 1,826 617 

December 
31, 2046 

194 3.05 176,843 35,793 19,346 1,522 - - 158,874 74,353 17,022 67,499 18,526 9,931 5,400 1,663 538 

December 
31, 2047 

199 3.13 184,822 37,408 20,219 1,581 - - 166,052 77,712 17,900 70,440 18,412 9,640 5,123 1,509 468 

December 
31, 2048 

213 3.36 202,103 40,906 22,109 1,718 - - 181,589 84,984 19,801 76,804 19,120 9,778 5,078 1,431 425 

December 
31, 2049 

221 3.48 212,331 42,976 23,228 1,796 - - 190,787 89,288 20,927 80,572 19,103 9,542 4,843 1,305 372 

December 
31, 2050 

223 3.51 218,031 44,129 23,852 1,834 - - 195,919 91,690 21,554 82,674 18,668 9,108 4,517 1,164 318 

December 
31, 2051 

225 3.54 223,906 45,319 24,494 1,873 - - 201,209 94,166 22,202 84,841 18,245 8,694 4,214 1,039 272 

December 
31, 2052 

227 3.58 231,094 46,773 25,281 1,922 - - 207,679 97,194 22,994 87,492 17,919 8,341 3,951 932 234 

December 
31, 2053 

229 3.61 236,103 47,787 25,829 1,955 90,117 - 122,073 57,130 32,209 32,733 6,385 2,903 1,344 303 73 

December 
31, 2054 

231 3.64 242,514 49,085 26,530 1,997 - - 217,962 102,006 23,388 92,568 17,196 7,636 3,455 745 172 

December 
31, 2055 

233 3.68 249,152 50,428 27,256 2,041 - - 223,938 104,803 25,328 93,807 16,596 7,198 3,183 657 145 

December 
31, 2056 

236 3.73 257,199 52,057 28,136 2,096 113,898 - 117,284 54,889 36,837 25,558 4,306 1,824 788 156 33 

December 
31, 2057 

239 3.78 264,450 53,525 28,930 2,146 - - 237,709 111,248 23,739 102,723 16,484 6,821 2,880 544 110 

December 
31, 2058 

255 4.03 286,671 58,022 31,361 2,315 - - 257,695 120,601 26,184 110,909 16,950 6,851 2,827 511 99 

December 
31, 2059 

302 4.76 344,464 69,720 37,683 2,769 - - 309,658 144,920 32,543 132,196 19,242 7,596 3,063 529 99 

December 
31, 2060 

347 5.48 403,109 81,589 44,098 3,224 98,878 - 263,515 123,325 46,796 93,394 12,947 4,992 1,968 325 58 

December 
31, 2061 

362 5.71 427,686 86,564 46,787 3,405 - - 384,504 179,948 36,015 168,541 22,251 8,380 3,228 510 87 

December 
31, 2062 

382 6.02 458,256 92,751 50,131 3,631 98,878 - 313,127 146,543 40,160 126,424 15,896 5,847 2,201 333 55 

December 
31, 2063 

382 6.02 466,560 94,432 51,040 3,679 167,718 - 251,771 117,829 24,548 109,394 13,100 4,707 1,731 250 39 

December 
31, 2064 

45 0.71 55,749 11,284 6,099 438 - 54,501 (4,375) - (891) (3,484) (397) (139) (50) (7) (1) 

Total 7,215 113.7 7,257,733 1,468,195 792,554 60,559 764,743 54,501 5,702,289 2,673,315 717,876 2,311,099 576,770 322,784 193,622 83,399 43,689 

 

Note: It is clarified that the discounted cash flow figures, whether calculated at a specific discount rate or without a discount rate, represent the present 
value but not necessarily the fair value.  
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Forward-looking information: The discounted cash flows set out above are forward-looking information as defined as defined in Section 32A of the Israel 
Securities Law. The information above is based on various assumptions, including the rate and duration of natural gas and condensate sales from the 
project, operational costs, capital expenditure, abandonment expenses, rates of royalties, and selling prices, and there is no certainly whether these will 
materialize. It is noted that actual quantities of natural gas and/or condensate produced, the above expenses and revenues may be different from these 
estimates and assumptions, partly due to technical and operational conditions and/or regulatory changes and/or the supply and demand conditions in 
the natural gas and/or condensate market and/or actual performance of the project and/or as a result of actual selling prices and/or due to geo-political 
changes.  
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(5) Summary of discounted cash flow figures from the reserves and contingent resources classified in Phase 1 – First Stage  

A. The tables below summarize the discounted cash flows from the presented contingent resources and reserves as well as the discounted cash flows from contingent 
resources and reserves set out in sections 1.7.4(J)(3)c and 1.7.4(J)(4)b above.  

Total discounted cash flow from proved reserves and low estimate contingent resources as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 
(100% of 

the oil 
asset) 

Sales 
quantity 
(BCM) 

(100% of 
the oil 
asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Developmen
t costs 

Abandonme
nt and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2020 

498 7.85 348,857 54,561 8,807 43,286 81,025 - 178,792 - 6,159 172,633 168,472 166,502 164,599 160,981 157,592 

December 
31, 2021 

595 9.37 420,930 65,833 10,626 43,962 10,690 - 311,071 - 46,770 264,300 245,648 237,129 229,091 214,314 201,060 

December 
31, 2022 

566 8.92 425,033 66,475 10,730 43,783 1,611 - 323,895 - 47,440 276,454 244,709 230,729 217,842 194,930 175,255 

December 
31, 2023 

625 9.86 484,435 75,766 12,230 44,280 - - 376,619 - 59,054 317,565 267,713 246,549 227,488 194,711 167,764 

December 
31, 2024 

626 9.88 498,919 78,031 12,595 44,366 - - 389,117 - 61,929 327,189 262,692 236,298 213,074 174,445 144,040 

December 
31, 2025 

678 10.70 549,810 106,703 51,771 44,794 - - 450,084 - 75,951 374,133 286,078 251,350 221,496 173,455 137,255 

December 
31, 2026 

701 11.05 576,607 116,705 63,078 45,007 - - 477,973 63,177 67,835 346,962 252,668 216,833 186,736 139,877 106,073 

December 
31, 2027 

684 10.79 578,561 117,101 63,292 44,975 90,117 - 389,660 112,869 55,784 221,007 153,280 128,482 108,134 77,477 56,305 

December 
31, 2028 

713 11.23 608,010 123,061 66,514 45,218 - - 506,244 184,905 44,267 277,072 183,014 149,838 123,241 84,462 58,824 

December 
31, 2029 

728 11.47 627,777 127,062 68,676 56,636 - - 512,756 224,732 36,604 251,420 158,162 126,479 101,664 66,645 44,481 

December 
31, 2030 

746 11.76 649,744 131,508 71,079 45,545 - - 543,769 254,484 62,481 226,804 135,882 106,136 83,373 52,279 33,439 

December 
31, 2031 

762 12.01 673,313 136,278 73,657 45,722 - - 564,970 264,406 65,963 234,601 133,861 102,125 78,400 47,022 28,823 

December 
31, 2032 

764 12.04 685,553 138,756 74,996 45,798 - - 575,995 269,566 67,361 239,069 129,914 96,809 72,630 41,668 24,477 

December 
31, 2033 

762 12.01 694,509 140,569 75,976 45,844 - - 584,073 273,346 68,349 242,377 125,440 91,301 66,941 36,734 20,680 

December 
31, 2034 

762 12.01 705,084 142,709 77,133 57,170 - - 582,339 272,535 68,137 241,667 119,117 84,683 60,677 31,849 17,183 

December 
31, 2035 

762 12.01 613,620 124,197 67,127 40,721 - - 515,830 241,408 60,902 213,520 100,231 69,600 48,736 24,469 12,651 

December 
31, 2036 

764 12.04 611,225 123,712 66,865 40,712 - - 513,666 240,396 60,779 212,491 94,998 64,432 44,092 21,175 10,492 

December 
31, 2037 

762 12.01 605,058 122,464 66,191 40,672 105,137 - 402,977 188,593 71,244 143,140 60,946 40,375 27,001 12,404 5,890 

December 
31, 2038 

762 12.01 598,629 121,163 65,487 40,634 - - 502,320 235,086 59,046 208,188 84,422 54,626 35,702 15,687 7,138 

December 
31, 2039 

762 12.01 602,606 121,967 65,922 51,922 - - 494,639 231,491 58,106 205,042 79,187 50,047 31,966 13,435 5,859 

December 
31, 2040 

764 12.04 610,794 123,625 66,818 40,710 - - 513,278 240,214 60,387 212,677 78,224 48,289 30,142 12,118 5,064 
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Total discounted cash flow from proved reserves and low estimate contingent resources as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 
(100% of 

the oil 
asset) 

Sales 
quantity 
(BCM) 

(100% of 
the oil 
asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Developmen
t costs 

Abandonme
nt and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2041 

762 12.01 619,878 125,463 67,812 40,757 - - 521,470 244,048 61,389 216,033 75,675 45,629 27,834 10,703 4,287 

December 
31, 2042 

762 12.01 631,734 127,863 69,109 40,825 90,117 - 442,038 206,874 71,360 163,804 54,647 32,184 19,186 7,057 2,709 

December 
31, 2043 

762 12.01 644,066 130,359 70,458 40,896 - - 543,269 254,250 61,984 227,036 72,135 41,495 24,175 8,505 3,128 

December 
31, 2044 

764 12.04 658,848 133,351 72,075 52,251 - - 545,321 255,210 62,235 227,876 68,954 38,743 22,059 7,423 2,617 

December 
31, 2045 

762 12.01 668,990 135,404 73,185 41,040 - - 565,731 264,762 64,732 236,237 68,080 37,362 20,789 6,692 2,261 

December 
31, 2046 

762 12.01 681,901 138,017 74,597 41,114 - - 577,367 270,208 66,156 241,004 66,147 35,457 19,280 5,937 1,922 

December 
31, 2047 

762 12.01 695,286 140,726 76,061 41,191 - - 589,430 275,853 68,841 244,736 63,972 33,494 17,799 5,242 1,626 

December 
31, 2048 

764 12.04 711,217 143,950 77,804 41,288 - - 603,782 282,570 71,806 249,406 62,089 31,752 16,490 4,645 1,381 

December 
31, 2049 

762 12.01 722,206 146,174 79,006 52,611 - - 602,427 281,936 71,640 248,851 59,000 29,471 14,957 4,030 1,148 

December 
31, 2050 

762 12.01 735,644 148,894 80,476 41,424 113,898 - 511,905 239,571 85,451 186,883 42,198 20,588 10,212 2,632 719 

December 
31, 2051 

762 12.01 749,083 151,614 81,946 41,501 - - 637,914 298,544 73,363 266,007 57,205 27,260 13,214 3,258 852 

December 
31, 2052 

764 12.04 765,322 154,901 83,723 41,600 - - 652,544 305,390 76,189 270,964 55,496 25,831 12,236 2,886 724 

December 
31, 2053 

762 12.01 776,483 157,160 84,944 41,659 152,698 - 509,910 238,638 93,137 178,134 34,746 15,797 7,313 1,650 396 

December 
31, 2054 

762 12.01 790,647 160,027 86,493 53,005 105,137 - 558,971 261,599 85,236 212,136 39,408 17,499 7,917 1,708 393 

December 
31, 2055 

762 12.01 804,982 162,928 88,061 41,823 107,640 - 580,652 271,745 85,880 223,026 39,458 17,114 7,567 1,562 345 

December 
31, 2056 

678 10.69 726,297 147,002 79,454 41,152 - - 617,596 289,035 64,268 264,293 44,532 18,866 8,152 1,609 340 

December 
31, 2057 

568 8.95 619,218 125,330 67,740 40,249 - - 521,379 244,005 52,495 224,878 36,087 14,932 6,306 1,191 241 

December 
31, 2058 

471 7.42 522,737 105,802 57,185 39,441 - - 434,680 203,430 41,887 189,363 28,941 11,697 4,827 872 169 

December 
31, 2059 

408 6.43 461,558 93,419 50,492 50,190 - - 368,441 172,430 33,782 162,229 23,613 9,322 3,759 649 121 

December 
31, 2060 

402 6.34 463,258 93,763 50,678 38,920 - - 381,253 178,426 36,659 166,167 23,035 8,882 3,501 578 103 

December 
31, 2061 

389 6.14 456,791 92,455 49,971 38,849 - - 375,458 175,715 37,260 162,484 21,451 8,079 3,112 492 84 

December 
31, 2062 

370 5.84 442,666 89,596 48,426 38,719 - - 362,777 169,780 28,991 164,007 20,621 7,586 2,855 432 71 

December 
31, 2063 

359 5.66 437,069 88,463 47,813 38,657 - - 357,763 167,433 30,133 160,197 19,183 6,893 2,536 367 58 

December 
31, 2064 

41 0.65 51,185 10,360 5,599 35,609 - 87,624 (76,808) - - (76,808) (8,760) (3,074) (1,105) (153) (23) 

Total 29,902 471.4 27,006,139 5,361,268 2,762,682 1,966,528 858,069 87,624 21,495,333 8,848,658 2,629,423 10,017,252 4,432,572 3,331,468 2,647,996 1,870,104 1,446,016 
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Total discounted cash flows from probable reserves and best estimate contingent resources as at December 31, 2019 (in USD thousands for the Company's share) 
Cash flow items 

Until 

Quantity 
of 

condens
ate sales 
(thousan

ds of 
barrels) 
(100% of 

the oil 
asset) 

Sales 
quantity 
(BCM) 

(100% of 
the oil 
asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Develop
ment 
costs 

Abando
nment 

and 
restorati

on 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy Income tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2020 

602 9.50 424,532 66,397 10,717 44,005 81,025 - 243,823 - 21,116 222,707 217,339 214,797 212,342 207,675 203,302 

December 
31, 2021 

690 10.87 483,407 75,605 12,204 44,590 10,690 - 364,726 - 59,111 305,615 284,048 274,197 264,902 247,815 232,489 

December 
31, 2022 

631 9.94 465,502 72,805 11,752 44,184 1,611 - 358,654 - 55,435 303,219 268,400 253,067 238,932 213,802 192,222 

December 
31, 2023 

717 11.30 544,214 85,115 13,739 44,861 - - 427,977 - 70,866 357,110 301,051 277,251 255,816 218,958 188,655 

December 
31, 2024 

745 11.75 578,647 106,572 44,008 45,134 45,059 - 425,890 - 80,232 345,659 277,521 249,637 225,103 184,292 152,171 

December 
31, 2025 

763 12.04 607,854 123,030 66,497 45,349 - - 505,972 17,860 83,661 404,451 309,261 271,719 239,445 187,511 148,378 

December 
31, 2026 

763 12.03 618,461 125,177 67,657 45,410 - - 515,532 141,628 57,393 316,511 230,493 197,803 170,348 127,601 96,763 

December 
31, 2027 

763 12.03 632,568 128,032 69,200 45,491 - - 528,245 194,455 48,167 285,623 198,095 166,047 139,749 100,129 72,767 

December 
31, 2028 

765 12.06 644,390 130,425 70,493 45,564 - - 538,895 238,667 40,448 259,781 171,592 140,487 115,550 79,191 55,153 

December 
31, 2029 

763 12.03 652,488 132,064 71,379 56,870 - - 534,934 250,349 36,850 247,735 155,844 124,626 100,174 65,669 43,829 

December 
31, 2030 

763 12.03 662,031 133,995 72,423 45,660 - - 554,798 259,646 64,867 230,286 137,968 107,765 84,653 53,081 33,952 

December 
31, 2031 

763 12.03 671,145 135,840 73,420 45,713 45,059 - 517,954 242,403 71,092 204,460 116,662 89,004 68,327 40,981 25,120 

December 
31, 2032 

765 12.06 683,636 138,368 74,787 45,790 - - 574,264 268,756 67,149 238,359 129,529 96,522 72,414 41,544 24,404 

December 
31, 2033 

763 12.03 693,247 140,313 75,838 45,840 - - 582,931 272,812 68,210 241,910 125,198 91,125 66,812 36,663 20,640 

December 
31, 2034 

763 12.03 704,749 142,641 77,096 57,171 - - 582,033 272,391 68,618 241,023 118,799 84,457 60,515 31,764 17,137 

December 
31, 2035 

763 12.03 614,750 124,425 67,251 40,731 - - 516,844 241,883 62,062 212,899 99,940 69,397 48,594 24,398 12,614 

December 
31, 2036 

765 12.06 612,372 123,944 66,991 40,723 - - 514,696 240,878 61,942 211,876 94,724 64,246 43,965 21,114 10,461 

December 
31, 2037 

763 12.03 606,213 122,697 66,317 40,682 - - 509,151 238,282 61,263 209,605 89,246 59,123 39,539 18,163 8,624 

December 
31, 2038 

763 12.03 599,857 121,411 65,622 40,645 105,137 - 398,287 186,398 70,670 141,218 57,265 37,054 24,217 10,641 4,842 

December 
31, 2039 

763 12.03 603,999 122,249 66,075 51,933 - - 495,891 232,077 57,223 206,591 79,785 50,425 32,207 13,536 5,903 

December 
31, 2040 

765 12.06 612,203 123,910 66,972 40,722 - - 514,544 240,807 59,505 214,232 78,796 48,642 30,362 12,206 5,101 

December 
31, 2041 

763 12.03 621,295 125,750 67,967 40,768 - - 522,744 244,644 61,027 217,073 76,039 45,848 27,968 10,755 4,307 

December 
31, 2042 

763 12.03 633,162 128,152 69,265 40,837 - - 533,438 249,649 62,853 220,936 73,707 43,409 25,878 9,518 3,653 
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Total discounted cash flows from probable reserves and best estimate contingent resources as at December 31, 2019 (in USD thousands for the Company's share) 
Cash flow items 

Until 

Quantity 
of 

condens
ate sales 
(thousan

ds of 
barrels) 
(100% of 

the oil 
asset) 

Sales 
quantity 
(BCM) 

(100% of 
the oil 
asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Develop
ment 
costs 

Abando
nment 

and 
restorati

on 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy Income tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2043 

763 12.03 645,591 130,668 70,625 40,908 - - 544,639 254,891 64,224 225,524 71,655 41,219 24,014 8,449 3,108 

December 
31, 2044 

765 12.06 660,388 133,663 72,244 52,264 - - 546,705 255,858 64,477 226,370 68,499 38,487 21,913 7,374 2,599 

December 
31, 2045 

763 12.03 670,537 135,717 73,354 41,052 90,117 - 477,005 223,238 75,639 178,128 51,334 28,172 15,675 5,046 1,705 

December 
31, 2046 

763 12.03 683,461 138,332 74,768 41,127 - - 578,769 270,864 66,327 241,578 66,304 35,541 19,326 5,951 1,926 

December 
31, 2047 

763 12.03 696,855 141,044 76,233 41,204 - - 590,841 276,514 67,804 246,523 64,439 33,738 17,929 5,280 1,638 

December 
31, 2048 

765 12.06 712,806 144,272 77,978 41,301 113,898 - 491,313 229,934 81,722 179,657 44,725 22,872 11,878 3,346 995 

December 
31, 2049 

763 12.03 723,806 146,498 79,181 52,624 - - 603,866 282,609 69,197 252,060 59,761 29,851 15,150 4,082 1,163 

December 
31, 2050 

763 12.03 737,256 149,221 80,653 41,436 98,878 - 528,373 247,279 81,564 199,530 45,054 21,981 10,903 2,810 767 

December 
31, 2051 

763 12.03 750,716 151,945 82,125 41,514 - - 639,383 299,231 71,268 268,883 57,823 27,555 13,357 3,293 862 

December 
31, 2052 

765 12.06 766,975 155,236 83,904 41,613 98,878 - 555,151 259,811 82,567 212,774 43,578 20,284 9,609 2,266 568 

December 
31, 2053 

763 12.03 778,146 157,497 85,126 41,672 167,718 - 496,385 232,308 88,143 175,934 34,317 15,601 7,223 1,629 392 

December 
31, 2054 

747 11.78 772,007 156,254 84,454 52,860 - - 647,348 302,959 66,111 278,278 51,695 22,955 10,386 2,241 516 

December 
31, 2055 

721 11.37 758,889 153,599 83,019 41,452 - - 646,857 302,729 67,088 277,040 49,014 21,259 9,399 1,940 428 

December 
31, 2056 

723 11.40 774,614 156,782 84,739 41,548 - - 661,024 309,359 69,857 281,807 47,484 20,116 8,692 1,716 363 

December 
31, 2057 

721 11.37 786,606 159,209 86,051 41,612 - - 671,836 314,419 71,180 286,237 45,933 19,007 8,026 1,516 307 

December 
31, 2058 

700 11.04 777,935 157,454 85,103 41,508 - - 664,076 310,787 71,541 281,748 43,060 17,403 7,182 1,297 252 

December 
31, 2059 

656 10.34 741,586 150,097 81,126 52,447 - - 620,169 290,239 67,478 262,452 38,201 15,080 6,082 1,051 196 

December 
31, 2060 

657 10.36 757,322 153,282 82,848 41,277 - - 645,611 302,146 71,728 271,737 37,669 14,525 5,725 946 169 

December 
31, 2061 

656 10.34 769,243 155,695 84,152 41,341 - - 656,359 307,176 74,180 275,002 36,306 13,674 5,267 832 142 

December 
31, 2062 

656 10.34 783,561 158,593 85,718 41,424 - - 669,263 313,215 70,179 285,869 35,944 13,222 4,977 753 123 

December 
31, 2063 

627 9.89 763,972 154,628 83,575 41,238 - - 651,681 304,987 71,093 275,601 33,002 11,858 4,362 631 99 

December 
31, 2064 

69 1.09 85,883 17,383 9,395 35,881 - 87,624 (45,610) - 2,945 (48,555) (5,537) (1,943) (699) (97) (15) 

Total 32,462 511.8 29,568,876 5,885,982 3,054,040 1,987,974 858,069 87,624 23,803,268 9,924,138 2,906,073 10,973,057 4,711,561 3,539,104 2,824,190 2,019,360 1,580,794 
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Total discounted cash flows from possible reserves and high estimate contingent resources as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 
(100% of 

the oil 
asset) 

Sales 
quantity 
(BCM) 
(100% 
of the 

oil 
asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Developme
nt costs 

Abandonme
nt and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounte

d at 0%) 

Taxes Total discounted cash flow after tax 

Levy Income tax 
Discounted 

at 0% 
Discounte

d at 5% 
Discounte
d at 7.5% 

Discounte
d at 10% 

Discounte
d at 15% 

Discounted 
at 20% 

December 
31, 2020 

662   464,947 72,718 11,738 44,405 81,025 - 278,537 - 29,101 249,437 243,425 240,578 237,829 232,601 227,704 

December 
31, 2021 

730 11.50 514,514 80,470 12,989 44,881 10,690 - 391,461 - 65,260 326,201 303,181 292,666 282,746 264,508 248,150 

December 
31, 2022 

707 11.14 522,430 81,708 13,189 44,710 1,611 - 407,590 - 66,690 340,900 301,754 284,515 268,624 240,371 216,109 

December 
31, 2023 

761 11.99 583,706 91,292 14,736 45,203 - - 461,947 - 78,679 383,268 323,102 297,559 274,554 234,996 202,473 

December 
31, 2024 

765 12.06 600,266 116,634 56,776 45,310 45,059 - 450,039 - 85,786 364,253 292,450 263,066 237,212 194,206 160,357 

December 
31, 2025 

763 12.03 613,539 124,180 67,118 45,381 - - 511,096 68,294 73,240 369,562 282,583 248,279 218,790 171,336 135,578 

December 
31, 2026 

763 12.03 625,228 126,546 68,397 45,448 - - 521,631 161,822 54,151 305,657 222,589 191,020 164,506 123,225 93,445 

December 
31, 2027 

763 12.03 640,529 129,643 70,071 45,537 - - 535,420 212,867 45,582 276,971 192,094 161,017 135,515 97,096 70,563 

December 
31, 2028 

765 12.06 652,966 132,160 71,432 45,614 - - 546,623 251,866 39,189 255,568 168,810 138,208 113,676 77,907 54,258 

December 
31, 2029 

764 12.04 662,300 134,049 72,453 56,928 - - 543,775 254,487 37,932 251,357 158,122 126,447 101,639 66,629 44,470 

December 

31, 2030 
763 12.03 671,916 135,996 73,505 45,717 - - 563,707 263,815 65,957 233,935 140,155 109,473 85,995 53,922 34,490 

December 
31, 2031 

763 12.03 681,511 137,938 74,554 45,773 - - 572,355 267,862 67,903 236,590 134,995 102,991 79,064 47,421 29,068 

December 
31, 2032 

765 12.06 694,420 140,551 75,966 45,853 - - 583,983 273,304 69,375 241,304 131,129 97,715 73,309 42,057 24,706 

December 
31, 2033 

763 12.03 704,775 142,646 77,099 45,907 - - 593,320 277,674 70,517 245,129 126,864 92,338 67,701 37,151 20,915 

December 
31, 2034 

763 12.03 716,708 145,062 78,405 57,240 45,059 - 547,752 256,348 75,305 216,099 106,514 75,723 54,257 28,480 15,365 

December 
31, 2035 

763 12.03 614,567 124,388 67,231 40,729 - - 516,680 241,806 62,042 212,832 99,908 69,375 48,579 24,390 12,610 

December 
31, 2036 

765 12.06 612,333 123,936 66,987 40,722 - - 514,661 240,861 61,938 211,862 94,717 64,241 43,962 21,112 10,461 

December 
31, 2037 

763 12.03 606,159 122,687 66,311 40,681 - - 509,102 238,260 61,257 209,585 89,238 59,117 39,536 18,161 8,624 

December 
31, 2038 

763 12.03 599,821 121,404 65,618 40,645 - - 503,390 235,587 60,559 207,245 84,039 54,379 35,540 15,616 7,106 

December 
31, 2039 

763 12.03 603,975 122,244 66,072 51,933 - - 495,869 232,067 59,638 204,164 78,848 49,833 31,829 13,377 5,834 

December 
31, 2040 

765 12.06 612,179 123,905 66,970 40,721 - - 514,522 240,796 61,921 211,805 77,903 48,091 30,018 12,068 5,043 

December 
31, 2041 

763 12.03 621,270 125,745 67,964 40,768 - - 522,721 244,633 62,924 215,164 75,370 45,445 27,722 10,660 4,269 

December 
31, 2042 

763 12.03 633,134 128,146 69,262 40,837 - - 533,413 249,637 64,232 219,544 73,242 43,135 25,715 9,458 3,630 

December 
31, 2043 

763 12.03 645,593 130,668 70,625 40,908 - - 544,641 254,892 65,606 224,143 71,216 40,966 23,867 8,397 3,089 
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December 
31, 2044 

765 12.06 660,388 133,663 72,244 52,264 105,137 - 441,569 206,654 76,485 158,430 47,940 26,936 15,336 5,161 1,819 

December 
31, 2045 

763 12.03 670,535 135,716 73,354 41,052 - - 567,120 265,412 66,975 234,733 67,647 37,124 20,657 6,649 2,246 

December 
31, 2046 

763 12.03 683,461 138,332 74,768 41,127 - - 578,769 270,864 68,400 239,505 65,735 35,236 19,161 5,900 1,910 

December 
31, 2047 

763 12.03 696,858 141,044 76,233 41,204 - - 590,843 276,515 69,877 244,451 63,898 33,455 17,778 5,236 1,624 

December 
31, 2048 

765 12.06 712,806 144,272 77,978 41,301 - - 605,211 283,239 71,635 250,337 62,320 31,870 16,551 4,663 1,386 

December 
31, 2049 

763 12.03 723,804 146,498 79,181 52,624 - - 603,864 282,608 71,471 249,785 59,222 29,581 15,013 4,046 1,153 

December 
31, 2050 

763 12.03 737,256 149,221 80,653 41,436 - - 627,252 293,554 74,332 259,365 58,565 28,573 14,172 3,653 997 

December 
31, 2051 

763 12.03 750,716 151,945 82,125 41,514 - - 639,383 299,231 75,817 264,335 56,845 27,089 13,131 3,237 847 

December 
31, 2052 

765 12.06 766,975 155,236 83,904 41,613 - - 654,030 306,086 77,609 270,335 55,367 25,771 12,208 2,879 722 

December 
31, 2053 

763 12.03 778,137 157,495 85,125 41,672 90,117 - 573,978 268,622 87,504 217,852 42,493 19,319 8,943 2,017 485 

December 
31, 2054 

763 12.03 792,319 160,365 86,676 53,018 - - 665,611 311,506 78,162 275,943 51,261 22,763 10,298 2,222 512 

December 
31, 2055 

763 12.03 806,668 163,270 88,246 41,836 - - 689,808 322,830 82,332 284,646 50,360 21,843 9,657 1,993 440 

December 
31, 2056 

765 12.06 823,584 166,693 90,096 41,939 113,898 - 591,150 276,658 94,820 219,672 37,014 15,681 6,776 1,338 283 

December 
31, 2057 

763 12.03 835,621 169,130 91,413 42,003 - - 715,902 335,042 82,251 298,609 47,919 19,828 8,373 1,581 320 

December 
31, 2058 

763 12.03 850,583 172,158 93,050 42,089 - - 729,386 341,353 83,900 304,133 46,481 18,786 7,753 1,400 272 

December 
31, 2059 

763 12.03 866,061 175,291 94,743 53,443 - - 732,071 342,609 84,229 305,233 44,428 17,539 7,073 1,222 227 

December 
31, 2060 

765 12.06 884,528 179,028 96,763 42,290 98,878 - 661,095 309,392 95,444 256,259 35,523 13,697 5,399 892 159 

December 
31, 2061 

763 12.03 897,841 181,723 98,220 42,361 - - 771,976 361,285 83,426 327,265 43,206 16,272 6,268 991 169 

December 
31, 2062 

763 12.03 914,290 185,052 100,019 42,456 98,878 - 687,922 321,948 83,480 282,494 35,519 13,066 4,918 744 122 

December 
31, 2063 

763 12.03 931,112 188,457 101,860 42,553 167,718 - 634,244 296,826 68,808 268,609 32,165 11,557 4,251 615 97 

December 
31, 2064 

90 1.42 111,493 22,566 12,197 36,082 - 87,624 (22,582) - - (22,582) (2,575) (904) (325) (45) (7) 

Total 33,493 528.1 30,793,820 6,131,872 3,184,314 1,997,730 858,069 87,624 24,902,839 10,439,113 3,061,742 11,401,984 4,873,583 3,661,261 2,925,577 2,101,540 1,654,101 
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B. Sensitivity analysis for the main parameters of the discounted cash flow of resources and reserves (gas price and quantity of gas sold) at December 31, 2019 (USD 
thousands)45 

Sensitivity/category 

Present 
value 

discounted 
at 0% 

Present 
value 

discounted 
at 10% 

Present 
value 

discounted 
at 15% 

Present value 
discounted at 

20% Sensitivity/category 

Present value 
discounted at 

0% 

Present value 
discounted at 

10% 

Present value 
discounted at 

15% 

Present value 
discounted at 

20% 

10% increase in the price of gas 10% decrease in the price of gas 

Proved reserves and low estimate 
contingent resources  10,980,130   2,871,236   2,027,251   1,569,847  

Proved reserves and low estimate 
contingent resources  9,059,553   2,424,171   1,711,586   1,320,551  

Probable reserves and best 
estimate contingent resources  12,027,152   3,060,105   2,186,226   1,713,137  

Probable reserves and best estimate 
contingent resources  9,919,386   2,583,843   1,847,628   1,443,664  

Possible reserves and high 
estimate contingent resources  12,505,855   3,171,323   2,276,560   1,793,766  

Possible reserves and high estimate 
contingent resources  10,305,100   2,681,289   1,926,917   1,514,283  

15% increase in the price of gas 15% decrease in the price of gas 

Proved reserves and low estimate 
contingent resources  11,461,313   2,980,888   2,103,747   1,629,760  

Proved reserves and low estimate 
contingent resources  8,579,886   2,309,141   1,629,163   1,254,826  

Probable reserves and best 
estimate contingent resources  12,550,761   3,175,338   2,267,347   1,777,375  

Probable reserves and best estimate 
contingent resources  9,396,779   2,464,717   1,762,222   1,375,253  

Possible reserves and high 
estimate contingent resources  13,056,083   3,291,139   2,360,943   1,860,572  

Possible reserves and high estimate 
contingent resources  9,755,267   2,555,795   1,836,238   1,441,211  

20% increase in the price of gas 20% decrease in the price of gas 

Proved reserves and low estimate 
contingent resources  11,945,798   3,092,190   2,181,451   1,690,576  

Proved reserves and low estimate 
contingent resources  8,100,064   2,192,618   1,545,329   1,187,886  

Probable reserves and best 
estimate contingent resources  13,080,359   3,293,407   2,350,434   1,842,975  

Probable reserves and best estimate 
contingent resources  8,868,347   2,340,772   1,672,679   1,303,370  

Possible reserves and high 
estimate contingent resources 

 13,604,644   3,409,267   2,443,762   1,925,961  
Possible reserves and high estimate 
contingent resources 

 9,207,463   2,430,655   1,745,678   1,368,168  

 

45 In respect of the sensitivity analysis of the discounted cash flow to the variable of quantity of gas sales, it should be noted that no changes to the quantity of required drillings were made in 
the drilling forecast. 
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(6) Additional sensitivity analyses for the discounted cash flows in the Leviathan project 

In view of the sharp declines and volatility in Brent prices, which occurred in the period shortly 
before the publication date of the report, below are sensitivity analyzes for the Partnership’s 
discounted cash flows from the Leviathan project relating to the Brent price. All amounts are 

presented in USD thousands: 46 

A. Reserves in the Leviathan reservoir:  

 Discounted cash flow figures according to the resources report 

Category 

Present 
value 

discounted 
at 0% 

Present 
value 

discounted 
at 5% 

Present 
value 

discounted 
at 10% 

Present 
value 

discounted 
at 15% 

Present 
value 

discounted 
at 20% 

1P proved reserves 7,370,358 3,533,001 2,233,957 1,627,917 1,279,134 

Probable reserves 1,111,834 436,940 289,312 237,184 208,541 

Total 2P reserves (proved + 
probable reserves) 

8,482,191 3,969,941 2,523,269 1,865,101 1,487,675 

Possible reserves 608,693 326,872 208,686 153,040 122,737 

Total 3P reserves (proved + 
probable + possible reserves) 

9,090,884 4,296,813 2,731,955 2,018,141 1,610,412 

 

  Sensitivity analysis according to the updated Brent prices graph47: 

Sensitivity/category 

Present 
value 

discounted 

at 0% 

Present 
value 

discounted 

at 5% 

Present 
value 

discounted 

at 10% 

Present 
value 

discounted 

at 15% 

Present 
value 

discounted 

at 20% 

1P proved reserves 6,561,027 3,056,299 1,885,776 1,349,008 1,045,230 

Probable reserves 1,056,596 434,123 295,961 244,190 213,702 

Total 2P reserves (proved + 
probable reserves) 

7,617,623 3,490,421 2,181,737 1,593,197 1,258,932 

Possible reserves 536,818 286,402 182,566 133,951 107,372 

Total 3P reserves (proved + 
probable + possible reserves) 

8,154,441 3,776,824 2,364,303 1,727,149 1,366,305 

 

 

46  Regarding the sensitivity analyses, the following should be noted: 

A. Other than the change in the Brent price, no changes were made to other projected cash flow parameters, 
such as: operating investments, capital investments, such as drilling of production wells (even if they can be 
postponed due to lower production volumes), and abandonment costs. 

B. Due to the change in the Brent price, an assumption was made of reduction of the contractual quantities to be 
sold under the Dolphinus Agreement to the minimum required under the Agreement, which, among other 
things, allows Dolphinus to reduce the take or pay quantity in a year in which the average daily Brent price (as 
defined in the Agreement) falls below USD 50 per barrel, to 50% of the annual contractual quantity. It should 
be noted that in the sensitivity analysis for the contingent resources (which includes reserves), it was assumed 
that some of the natural gas quantities not sold to Dolphinus, due to the reduction in quantities, will be sold on 
the local market, including with reference to the BDO demand forecast. 

C. The effect of the change in the Brent price relates mainly to revenue from the sale of natural gas under 
existing and future agreements of the Leviathan reservoir, which include linkage to the Brent price, with 
emphasis on the Dolphinus and NEPCO Agreements, and subject to a minimum price, as well as revenue 
from the sale of condensate. 

D. It is clarified that these sensitivity calculations and the underlying cash flows were not assessed by the 
Partnership’s independent reserves evaluators (NSAI). 

47  The updated Brent price graph is based on Brent forward prices as at March 17, 2020. The forward prices taken 
into account are USD 34.8 per barrel in 2020, USD 41.1 per barrel in 2021, USD 44.8 per barrel in 2022, USD 47.7 
per barrel in 2023, USD 49.8 per barrel in 2024, and USD 50 per barrel thereafter for the remaining period. Source: 
Bloomberg (“the Updated Brent Prices Graph”) 
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 Sensitivity analysis according to a Brent price of USD 25 per barrel, fixed throughout the production 
period: 

Sensitivity/category 

Present 
value 

discounted 
at 0% 

Present 
value 

discounted 
at 5% 

Present 
value 

discounted 
at 10% 

Present 
value 

discounted 
at 15% 

Present 
value 

discounted 
at 20% 

1P proved reserves 6,223,176 2,828,631 1,723,893 1,230,295 956,101 

Probable reserves 1,011,997 419,090 291,548 243,493 214,088 

Total 2P reserves (proved + 
probable reserves) 

7,235,172 3,247,721 2,015,442 1,473,788 1,170,189 

Possible reserves 484,081 258,401 166,859 124,627 101,497 

Total 3P reserves (proved + 
probable + possible reserves) 

7,719,254 3,506,122 2,182,301 1,598,415 1,271,686 

 

B. Reserves and contingent resources in the Leviathan reservoir:48 

 Discounted cash flow figures according to the resources report 

Sensitivity/category 

Present 
value 

discounted 

at 0% 

Present 
value 

discounted 

at 5% 

Present 
value 

discounted 

at 10% 

Present 
value 

discounted 

at 15% 

Present 
value 

discounted 

at 20% 

Low estimate contingent resources 
(1C), including 1P reserves 

10,017,252 4,432,572 2,647,996 1,870,104 1,446,016 

Best estimate contingent 
resources (2C), including 2P 

reserves 
10,973,057 4,711,561 2,824,190 2,019,360 1,580,794 

High estimate contingent 
resources (3C), including 3P 
reserves 

11,401,984 4,873,583 2,925,577 2,101,540 1,654,101 

 

 Sensitivity analysis according to the updated Brent price graph (as defined above): 

Sensitivity/category 

Present 
value 

discounted 
at 0% 

Present 
value 

discounted 
at 5% 

Present 
value 

discounted 
at 10% 

Present 
value 

discounted 
at 15% 

Present 
value 

discounted 
at 20% 

Low estimate contingent resources 
(1C), including 1P reserves 

8,988,668 3,927,553 2,324,759 1,632,111 1,256,896 

Best estimate contingent 
resources (2C), including 2P 
reserves 

9,863,115 4,165,292 2,464,327 1,745,178 1,355,699 

High estimate contingent 
resources (3C), including 3P 

reserves 
10,200,295 4,293,565 2,544,657 1,810,819 1,414,757 

 

 

48  The effect of the change in the Brent price relates mainly to revenue from the sale of natural gas under existing and 
future agreements of the Leviathan reservoir, which include linkage to the Brent price, with emphasis on the 
Dolphinus and NEPCO Agreements, and subject to a minimum price, as well as revenue from the sale of 
condensate.  



 

A - 74 

 Sensitivity analysis according to a Brent price of USD 25 per barrel, fixed throughout the production 
period: 

Sensitivity/category 

Present 
value 

discounted 
at 0% 

Present 
value 

discounted 
at 5% 

Present 
value 

discounted 
at 10% 

Present 
value 

discounted 
at 15% 

Present 
value 

discounted 
at 20% 

Low estimate contingent resources 
(1C), including 1P reserves 

8,834,688 3,833,723 2,257,757 1,580,911 1,216,389 

Best estimate contingent 
resources (2C), including 2P 
reserves 

9,688,866 4,058,331 2,387,249 1,685,852 1,308,495 

High estimate contingent 
resources (3C), including 3P 
reserves 

10,043,181 4,201,404 2,478,891 1,759,989 1,373,923 

 

(7) Reconciliation between the data in the report and data in previous reports relating to the oil asset  

In the updated reserves and resources report, there was a material change in the total quantities of 
natural gas and condensate in the reservoir in the best estimate and in the high estimate compared 
with the resource report published in the 2018 Periodic Report, mainly due to an updated analysis 
of the reprocessing results of the seismic surveys completed in 2019. The resources in the best 

estimate (2P + 2C) increased by 6.7% (from 21,495 BCF to 22,925 BCF), and the resources in 

the high estimate (3P + 3C), increased by 7.8% (from 25,844 BCF to 27,857 BCF). The total 

resources in the low estimate (1C + 1P) remained unchanged (16,983 BCF). In addition, due to the 
update of the Partnership’s estimates for the sales volumes from the Leviathan reservoir, and 
mainly due to the Agreement for Export to Egypt Agreement that came into effect, part of the 
resources was reclassified as follows:49 Increase of 1P reserves in the present report by 2,152 
BCF, reduction of 1C contingent resources (Phase 1 – First Stage) by 2,299 BCF, and increase of 
1C contingent resources (future developments) by 147 BCF. Increase of 2P reserves in the present 
report by 101 BCF, reduction of 2C contingent resources (Phase 1 – First Stage) by 112 BCF, and 
increase of 2C contingent resources (future developments) by 1,441 BCF. Increase of 3P reserves 
in the present report by 427 BCF, reduction of 3C contingent resources (Phase 1 – First Stage) by 
449 BCF, and increase of 3C contingent resources (future developments) by 2,035 BCF.  

(8) Production data 

Commercial production from the Leviathan reservoir began on December 31, 2019.  

(9) Opinion of the valuator  

A reserves and contingent resources report for the Leviathan reservoir prepared by NSAI, as at 
December 31, 2019, is attached to this report as a reference to Appendix B to the Partnership’s 
periodic report for 2019 (Ref. No. 2020-01-043110) (“the Partnership’s Periodic Report”). NSAI’s to 
its inclusion in this report is attached as Appendix A to this report. 

(10) Management declaration 

(1) Declaration date: May 2, 2020 

(2)  Name of the corporation: Delek Group Ltd. 

(3) Name and position of the resource valuation officer in the Company: Gabriel Last, 
Chairman of the Board of Directors of the Company 

(4) We confirm that the valuator received all the information required to perform the work. 

(5) We confirm that no information has come to our attention that indicates any dependence 
between the valuator and the Company. 

(6) We confirm that, to the best of our knowledge, the resources reported are the best and 
most current estimates available to us. 

 

49  For further information about the reclassification of contingent resources as reserves after the Agreement for Export 
to Egypt came into effect, see the Partnership’s immediate report of December 24, 2019 (Ref. No.: 2019-01-
112980). 
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(7) We confirm that the information in this report was prepared in accordance with the 
professional terms listed in Chapter G of the Third Schedule to the Israel Securities 
Regulations (Prospectus Details and Draft Prospectus – Structure and Form), 1969, and 
within their meaning in the Petroleum Resources Management System (2018) as 
published by the Society of Petroleum Engineers (SPE), the American Association of 
Petroleum Geologists (AAPG), the World Petroleum Council (WPC), and the Society of 
Petroleum Evaluation Engineers (SPEE), as in effect at the approval date of the report. 

(8) We confirm that no change has been made to the identity of the valuator preparing the 
disclosure of the most recent reserves or contingent resources report issued by the 
Company. 

(9) We agree to include this statement in this report. 

  

 

 

 Gabriel Last  

Chairman of the Board of Directors 

 

(11) Prospective resources in the Leviathan Leases  

In 2019, an analysis of reprocessing of seismic surveys was performed (“the Data Reprocessing”), 
among other things, in connection with exploration drilling to the deep targets in the Leviathan 
Leases, as a result of which a new isolated carbonate buildup deep target was defined in the area 
of the Leviathan Leases. In addition to the definition of this target, analysis of the Data 
Reprocessing revealed that the two deep targets, as described in the report of the prospective 
resources in the area of the Leases, which was included in 2017 report, should be reclassified and 
defined as a single submarine clastic channel.  

Following the completion of the Data Reprocessing and on its basis, an updated prospective 
resources report was prepared for the Partnership regarding the new targets in the Leviathan 
Leases (in this section below: (“the Resources Report”). The Resources Report was prepared by 
NSAI, in accordance with the guidelines set out in the Petroleum Resources Management System 
approved by the Society of Petroleum Engineers. To view the presentation that was published in 
connection with the Resources Report, see the Company’s Immediate Report of January 21, 2020 
(Ref. No. 2020-01-008706), the contents of which are included in this report as a reference. As at 
the reporting date, the Partnership is assessing, among other things, the performance of another 
seismic survey, for the purpose of improving existing knowledge, in order to substantiate the 
making of a decision on exploration drilling to the new targets. In addition, the Partnership is 
exploring the possibility of adding a strategic partner with relevant knowledge and experience in the 
specification, drilling, and development of an exploration target (specifically an isolated carbonate 
buildup target), as described below.  

Consequences of the Covid-19 crisis 

As set out in section 1.7.2(F) above, due to the Covid-19 crisis, as at the approval date of the 
report, there is extreme and unusual uncertainty regarding the possible consequences of the crisis 
in and after 2020 on the global economy in general, and on energy prices in particular. Insofar as 
the Covid-19 crisis continues or intensifies and the demand for natural gas and oil and energy 
prices continue to decline, it is possible that there will be substantial changes in the work plan 
and/or its implementation schedules. 
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A. Quantitative data 

According to the resources report, as at December 31, 2019, the contingent resources in the area 
of the Leviathan Leases are as described below: 

Target Probability Total (100%) in the oil asset 
(gross) 

Total Company share  
(gross) 

Gas (BCF) Oil (MMBBL) Gas (BCF) Oil (MMBBL) 

Carbonate structure Low estimate 25.4 26.6 6.3 6.6 

Best estimate  161.0 155.3 39.9 38.5 

High estimate 826.8 766.6 204.9 190.0 

Clastic channel Low estimate 45.2 47.3 11.2 11.7 

Best estimate  229.2 223.9 56.8 55.5 

High estimate 886.8 813.7 219.8 201.7 

 

B. The resources report prepared by NSAI includes a number of assumptions and qualifications: (1) NSAI 
did not visit the oil field; (2) NSAI did not examine the possible exposure arising from environmental 
events. However, NSAI noted that as at the date of the resources report, it is unaware of any possible 
liability for environmental events that could have a material effect on the estimated quantity of resources 
in the prospective resources report or their commercial viability. In addition, according to NSAI, the 
resources report does not include an economic analysis of the reservoir, and based on development of 
similar reservoirs, and assuming there will be a finding in the oil asset, the prospective resources in the 
best estimate category have a reasonable chance of becoming commercial. 

C. The Resources Report was based on 3D seismic surveys carried out in 2009 and 2010 by 
Petroleum Geo-Services and reprocessed in 2017-2019 by WesternGeco, and based on 
information collected from the Leviathan 1 well, and on information from similar and/or adjacent oil 
and gas fields and wells (including the Zohr reservoir that was discovered in Egypt). 

D. Basic parameters used to calculate the different scenarios: 

Parameter  Carbonate structure Clastic channel 

 Low 
estimate 

Best 
estimate50 

High 
estimate 

Low 
estimate 

Best 
estimate46 

High 
estimate 

Gross rock volume 
(acre-feet) 51 

370,734  16,051,915 660,818  17,297,896 

Net-to-gross ratio 
(decimal) 

0.20 0.50 0.80 0.20 0.50 0.80 

Porosity (decimal) 0.10 0.15 0.25 0.12 0.17 0.22 

Oil saturation (decimal) 0.45 0.65 0.85 0.55 0.65 0.75 

Average producing gas-
oil ratio (SCF/STB) 

200  2,200 200  2,200 

Initial oil formation 
volume factor (RB/STB) 

2.20  1.10 2.20  1.10 

Oil recovery factor 
(decimal) 

0.15  0.45 0.15  0.45 

Average gross thickness 
(feet) 

257  818 143  773 

Area (acres) 1,443  19,619 4,628  22,380 

 

 

50  The parameters with no best estimate value in the table are also not stated in the report of the resources valuator, 
since the resource estimate is based on statistical methods in which, for parameters with a breakdown that is log-
normal, uniform, or normal, “best estimate” has no significance.  

51  An acre-foot is a unit of volume equal to 1,233.48 square meters. 
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E. Material risks involved in the process  

The significant risks involved in drilling to the deep targets in the Leviathan Leases are mainly 
technical, operating, and geological risks, including difficulties in in reaching the target layers and in 
the drilling, among other things, during the running of logs and performance of production tests, if 
any. Even if the technical-operating activities are completed without malfunctions, and the drilling 
reaches the planned depth and hydrocarbons are found in the target layers, there are risks in the 
continuation of the process required to achieve a discovery, among other things, that the size of the 
reservoir and/or its properties will not be satisfactory to justify economic feasibility and development 
into project for production of any resources that may by discovered, the amount of the development 
costs, duration of development, and other risks involved in development of the finding. It should be 
noted that the estimated prospective resources and the probability of the presence of 
hydrocarbons, as described below, are not the only consideration when making a drilling decision 
in the area of the Leases, and there are other considerations, such as target depth, location relative 
to the gas field that is in shallower waters, the likelihood of development in the event of a finding in 
accordance with estimates of size and economic feasibility, and more. See section 1.7.34(M) below 
for a discussion of the risk factors involved in exploration. 

F. The estimated probability of success of each of the geological risk factors in the exploration 
process in this drilling and the estimated probability of the presence of hydrocarbons (oil and/or 
natural gas) are as follows: 

Parameter  Carbonate structure (%) Clastic channel (%) 

Trap integrity 40 45 

Reservoir quality 70 70 

Source evaluation 80 80 

Timing/migration 80 75 

Probability of geologic success 18 19 

 

It is emphasized that the resources report appraised each target separately and there is no 
dependence between the targets. 

G. Estimated probability of development for commercial production  

As of the date of the resources report, the Company is unable to provide a statistical estimate of 
the probability for development of the targets for commercial production. However, it can be 
estimated that the potential markets for such resources are the local, regional and international 
markets. Accordingly, the Partnership is assessing alternatives for commercializing the 
hydrocarbons (if discovered and produced), including the option of exporting oil and/or natural gas, 
and sale to local, regional, and international markets. In addition, it should be noted that, if 
relatively small quantities of natural gas and/or oil are discovered in any of these targets, 
economically-viable development could require joint development of several findings, utilizing 
regional infrastructures.  

H. The Company's explanations of the basic parameters used to calculate the difference scenarios: 
The parameters used to calculate the estimates are mainly based on the results of the third-
dimensional seismic surveys, information gathered in the wells in the region, particularly the 
Leviathan 1 well, and general knowledge of the layers and similar reservoirs.  

I. Reconciliation between the data in the report and data in previous reports relating to the oil asset  

The differences between the current Resources Report and the previous resources report are due 
to findings that arose in the analysis of the Data Reprocessing (which was performed in 2019) and 
following the Zohr discovery and other discoveries in the region, which changed the geological 
perception of the buildings in the area of the Lease. Based on these findings, two new targets were 
defined: (1) an isolated carbonate buildup target; (2) a submarine clastic channel target, which was 
defined instead of the two deep targets in the previous resources report (deep sea sand fans on 
the seamount slope). The scope of the prospective resources in the isolated carbonate buildup 
target in the best estimate (P50-2U) is 155 million barrels of oil and 161 BCF of natural gas, with an 
18% chance of geological success. The scope of the prospective resources in the clastic channel 
target in the best estimate (P50-2U) is 224 million barrels of oil and 229 BCF of natural gas, with a 
19% chance of geological success, which is, as aforesaid, instead of the two deep targets, as 
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described in the previous resources report (middle Cretaceous and lower Cretaceous), which is 
presented here by way of reference.  

Note - There is no certainty that any part of these potential resources will indeed be 
discovered; if discovered, there is no certainty that it will be commercially possible to 
produce any part of the resources; the prospective information is not an assessment of the 
reserves and contingent resources, which can only be assessed after exploration drilling, if 
at all.  

Forward-looking information: The above estimate of NSAI in respect of the prospective 
resources in the deep targets is forward-looking information as defined in Section 32A of 
the Israel Securities Law. These estimates are partially based on geological, geophysical 
and other information obtained from the drilling and from the operator, and are the 
professional estimates and assumptions only of NSAI and there can be no certainty in their 
respect. Actual quantities of oil and natural gas discovered (if discovered) and produced (if 
produced) may be materially different from these estimates and assumptions, partly due to 
technical and operational conditions and/or regulatory changes and/or the supply and 
demand conditions in the market and/or actual performance of the reservoir. The estimates 
and assumptions may be revised if additional information becomes available and/or as the 
result of a range of factors related to oil and natural gas exploration and production 
projects. Furthermore, there is no certainty that, on completion of the Partnership’s 
assessments as set out above, a decision will be made to perform another seismic survey 
and/or to drill a well and/or to add another strategic partner. 

J. Opinion of the valuator  

A prospective resources report for the Leviathan Leases prepared by NSAI, as at December 31, 
2019, is attached to this report as a reference to Appendix C to the Partnership’s Periodic Report 
and the consent of NSAI to its inclusion in this report is attached as Appendix A to this report. 

K. Management declaration 

(1) Declaration date: May 2, 2020. 

(2)  Name of the corporation: Delek Group Ltd. 

(3) Name and position of the resource valuation officer in the Company: Gabriel Last, 
Chairman of the Board of Directors of the Company 

(4) We confirm that the valuator received all the information required to perform the work. 

(5) We confirm that no information has come to our attention that indicates any dependence 
between the valuator and the Company. 

(6) We confirm that, to the best of our knowledge, the resources reported are the best and 
most current estimates available to us. 

(7) We confirm that the information in this report was prepared in accordance with the 
professional terms listed in Chapter G of the Third Schedule to the Israel Securities 
Regulations (Prospectus Details and Draft Prospectus – Structure and Form), 1969, and 
within their meaning in the Petroleum Resources Management System (2018) as 
published by the Society of Petroleum Engineers (SPE), the American Association of 
Petroleum Geologists (AAPG), the World Petroleum Council (WPC), and the Society of 
Petroleum Evaluation Engineers (SPEE), as in effect at the approval date of the report. 

(8) We confirm that no change has been made to the identity of the valuator preparing the 
disclosure of the most recent prospective resources report issued by the Company. 

(9) We agree to include this statement in this report. 

  

 

 

Gabriel Last  

Chairman of the Board of Directors 
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1.7.5. Tamar and Dalit project 

(A) General  

As at the approval date of the report, the Company's rights in the Tamar and Dalit project are due 
to its direct and indirect holdings in 54.7% of the unit capital of Delek Drilling, which holds 22% of 
the participating rights in the project. In addition, Delek Energy holds 39.93% of the share capital of 
Delek Royalties, which holds the right to royalties from the share of the Partnership and Tamar 
Petroleum in the project. Unless otherwise stated, all the information below is correct as at the 
approval date of the report and refers to all of the Company's direct and indirect rights in the Tamar 
and Dalit project, as set out above, other than the rights arising from the holding in the shares of 
Delek Royalties, the investment in which is accounted for as a financial asset measured at fair 
value. (See Note 12C4 to the Company's financial statements). 

In addition, the information below is calculated “after ROI” in the Tamar project (for further 
information about this matter, and about the legal proceedings regarding the ROI date for the 
Tamar project, see Note 24A3(3) to the financial statements). 

Tamar Lease 

General information about the oil asset 

Name of oil asset Tamar Lease 

Location An offshore property 90 km west of Haifa, at a water depth of 
1,670 meters 

Area  250 sq. km 

Type of oil asset and description of 
permitted operations according to the 
type 

Lease 
Operations permitted under the Petroleum Law - exploration 
and production 

Original grant date of the oil asset December 2, 2009 

Original expiry date of the oil asset December 1, 2038 

Decision date for extension of the term of 
the oil asset 

- 

Current expiry date of the oil asset December 1, 2038 

Note whether there is an additional option 
of extending the period of the oil asset: if 
there is such an option, note the period of 
the possible extension 

Subject to the Petroleum law for an additional 20 years 

Note name of the operator Noble 

Names of the direct partners in the oil 
asset and their direct share in the oil 
asset and, to the best of the Company's 
knowledge, the names of the controlling 
owners in the partners  

• Isramco Negev 2 – Limited Partnership (“Isramco”) 
(28.75%). To the best of the Company's knowledge, the 
General Partner in Isramco, Isramco Oil and Gas Ltd., is a 
private company that is directly controlled by Haim Tsuff 52.  

• Noble (25%)  

• The Partnership (22%) 

• Tamar Petroleum Ltd. (16.75%) 

• Dor Gas Exploration Limited Partnership (“Dor”) (4%) To 
the best of the Company's knowledge, the general partner 
in Dor Exploration is Alon Gas Exploration Management 
Ltd., a public company controlled by Alon Israel Oil 
Company Ltd., which is a private company. 

• Everest Infrastructures, Limited Partnership (“Everest”) (3.5%) 
To the best of the Company's knowledge, Everest is a limited 
partnership in which Harel Insurance Company Ltd. and other 
institutional entities it owns are partners, as well as a 
partnership of the Israel Infrastructure Fund Group. 

 

 

52  As at the approval date of the report, to the best of the Company’s knowledge, the entities controlled by Haim Tsuff 
hold 22.26% of the participating units issued by Isramco Management (1988) Ltd. (the limited partner in Isramco). 
Moreover, Haim Tsuff has a direct holding of 0.43% of the participating units issued by the limited partner in 
Isramco.  
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Tamar Lease 

General information about the Company's share in the oil asset 

Acquisition date of the lease for the 
acquired oil asset 

The lease was granted on December 2, 2009 following the 
Tamar natural gas finding in 2009 in the area covered by the 
309/Matan license. 

Description of the Company's holding in 
the oil asset 

As set out in section (A) above. 

Effective share of oil asset revenues 
attributable to equity holders of the 
Company  

Total revenue: 11.03% 

Total share of the Company's equity 
holders in the cumulative investment in 
the oil asset in the five years preceding 
the last day of the reporting year (whether 
recognized as an expense or as an asset 
in the financial statements): 

 USD 161,869 thousand 

 

Dalit Lease 

General information about the oil asset 

Name of oil asset Dalit Lease 

Location Offshore asset 50 kilometers west of Haifa 

Area  250 sq. km 

Type of oil asset and description of 
permitted operations according to the 
type 

Lease 
Operations permitted under the Petroleum Law - exploration 
and production 

Original grant date of the oil asset December 2, 2009 

Original expiry date of the oil asset December 1, 2038 

Decision date for extension of the term of 
the oil asset 

- 

Current expiry date of the oil asset December 1, 2038 

Note whether there is an additional option 
of extending the period of the oil asset: if 
there is such an option, note the period of 
the possible extension 

Subject to the Petroleum Law for an additional 20 years 

Note name of the operator Noble 

Names of the direct partners in the oil 
asset and their direct share in the oil 
asset and, to the best of the Company's 
knowledge, the names of the controlling 
owners in the partners 

• Isramco (28.75%) 

• Noble (25%) 

• The Partnership (22%) 

• Tamar Petroleum (16.75%) 

• Dor (4%) 

• Everest (3.5%) 

 

Dalit Lease 

General information about the Company's share in the oil asset 

Acquisition date of the lease for the 
acquired oil asset 

The lease was granted on December 2, 2009 following the 
Dalit natural gas reservoir, which was discovered in 2009 in 
the area of the 308/Michal License. 

Description of the Company's holding in 
the oil asset 

As set out in section (A) above. 

Effective share of oil asset revenues 
attributable to equity holders of the 
Company: 

Total revenue: 
Before ROI - 11.69% 
After ROI - 11.03% 

Total share of the Company's equity 
holders in the cumulative investment in 
the oil asset in the five years preceding 
the last day of the reporting year (whether 
recognized as an expense or as an asset 
in the financial statements): 

USD 43 thousand 
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(B) Main terms of the Tamar and Dalit Leases  

(1) The conditions set out in the Tamar and Dalit Leases (below in this section: “the Leases”) are 
essentially the same. The description below addresses the major issues in Tamar and Dalit 
Leases. 

(2) The production and transmission facilities (in this section: “the Facilities”) will be constructed and 
operated through Noble (in this section below: “the Operator”), which will manage the required 
operations according to the lease deed and the Petroleum Law, on behalf of the leaseholder. The 
operator’s actions will be binding on the leaseholder and notices from the Commissioner of 
Petroleum Affairs or his representative to the operator will be binding on the leaseholder. The 
provisions in this section will not derogate from the obligations and responsibilities of any of the 
Tamar Partners to act in accordance with the provisions of the lease deed and the provisions of the 
law, jointly and collectively.  

(3) The leaseholder will only replace the Operator with a company that has been approved in advance 
and in writing by the Commissioner of Petroleum Affairs. 

(4) Scope of the lease 

A. The leaseholder will have the exclusive right for exploration and production of oil and natural gas in 
the lease area alone, for the entire term of the lease, subject to the other provisions of the lease 
deed and to any law. 

B. At the leaseholder’s sole responsibility, the leaseholder will plan, finance, establish and operate the 
leaseholder’s production and transmission systems and will maintain these systems for their 
ongoing operation, through the Operator, contractors, planners and consultants with knowledge 
and experience in their fields and in a manner that will allow the regular, orderly and safe supply of 
oil and natural gas from the field. 

(5) Term of the lease 

The term of the lease will be divided into two sub-periods: 

A. Development period: the period in which the leaseholder performs all the operations required to 
reach the commercial production stage, including development drillings, and constructs the 
leaseholder’s production and transmission systems, subject to the provisions in the lease deed.  

B. Commercial production period: the period as from the end of the development period until the end 
of the lease term, during which the leaseholder performs commercial production from the lease 
area, subject to the provisions in the lease deed and any law. 

If the term of the lease ends or if the lease is revoked under the provisions of the Petroleum Law, 
including under section 29 of the Petroleum Law, or under the provisions of the lease deed, the 
right of the leaseholder to act by virtue of the lease deed will expire. 

(6) Sale to consumers in Israel 

The leaseholder will supply the oil and natural gas reliably, efficiently, and properly, and will not 
unreasonably refuse to supply oil and natural gas to consumers in Israel.  

(7) Construction of facilities 

A. The leaseholder will only establish the production system after receiving the approval of the 
Commissioner of Petroleum Affairs and subject to the terms of the approval. 

B. The leaseholder will establish the production and transmission systems in a manner that will allow 
commercial production capabilities for the Tamar and Dalit lease areas, which will be no less than 7 
billion standard cubic meters of natural gas per year, beginning from the start of the commercial 
production period, subject to the approval the northern receiving point.53  

C. If there is economic justification, the leaseholder will be entitled, subject to approval from the 
Commissioner of Petroleum Affairs and the Director General of the Natural Gas Authority under the 
Natural Gas Sector Law, to expand the capacity of the production and transmission systems and to 

 

53  Production is by means of a platform that was constructed off the Ashkelon coast and through the receiving 
terminal.  
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add facilities and wells, including the installation of a pipeline to another receiving point, to allow 
reliable and efficient flow of larger quantities of natural gas to consumers in Israel. 

(8) Supervision company 

The planning and construction of the production system will be supervised by companies 
experienced in supervising the planning or construction of production systems, which the 
leaseholder will hire, subject to the approval of the Commissioner of Petroleum Affairs. In 
accordance with the above, supervision companies were selected to accompany the planning and 
construction of the production system, and these companies were approved by the Commissioner 
of Petroleum Affairs. 

(9) Commercial production 

A. Commercial production from the area of the lease will be in accordance with the following 
principles: 

 Production will be carried out with proper diligence, without waste, and in a way that does not harm 
the characteristics of the reservoir in the area of the lease. 

 Production will be according to minimum and maximum output approved by the Commissioner of 
Petroleum Affairs, from time to time, taking into account reservoir data and properties.  

 The leaseholder will be required to maintain the quality of the gas delivered to the national 
transmission system in accordance with the gas specification to be determined. 

B. The leaseholder will execute commercial production as a prudent operator in accordance with the 
regulations issued by the competent authorities and the law, and according to the provisions of any 
license, permit, and other document required for that purpose in accordance with the law. 

C. The leaseholder will not start commercial production or flow of natural gas to the leaseholder's 
transmission system before applying to the Commissioner of Petroleum Affairs for approval to 
operate and before obtaining the approval of the Commissioner of Petroleum Affairs.  

D. At the end of each year (at least 30 days before the end of the calendar year) the leaseholder will 
submit a detailed annual work plan to the Commissioner of Petroleum Affairs, with an estimate of 
the cost for the operations in the plan and a forecast of the production rate for the following year. 

E. The leaseholder will notify the Commissioner of Petroleum Affairs of the planned date for beginning 
construction of additional facilities in order to comply with the provisions in the lease deed. 

(10) Storage of natural gas 

A. The Commissioner of Petroleum Affairs may instruct the leaseholder to act to transfer the natural 
gas for storage from the reservoir to approved reservoirs, if this does not impose any expense on 
the leaseholder for transmission, storage or recovery of the gas and compliance with those 
instructions does not damage the reservoir. The royalty for stored natural gas will apply when the 
gas is removed from the storage reservoir and not when it is produced from the reservoir.  

B. If the leaseholder asks to store gas in approved storage reservoirs, at its own initiative, this will be 
at the leaseholder’s expense and in accordance with the provisions to the law and any covenants. 

(11) Cancellation or restriction of the lease 

The lease will come to an end at the end of the lease period, upon expiry according to section 29 of 
the Petroleum Law, upon its cancellation according to section 55 of the Petroleum Law, if one of 
the conditions set out below occur: 

A. The leaseholder materially deviated from a material provision of the lease deed or from the 
directives of the Commissioner of Petroleum Affairs by virtue of the lease deed. 

B. The Guarantee or a part of it has been foreclosed and the leaseholder did not complete the amount 
of the Guarantee as required under the provisions of the lease deed.  

(12) Abandonment plan 

A. Within 30 months after commencement of production, the leaseholder will submit to the 
Commissioner of Petroleum Affairs a general plan for abandoning the production facilities and 
plugging the wells, when they are no longer to be used, during and after the lease period. (“the 
General Abandonment Plan”). In this context, it should be noted that on September 30, 2015, the 
General Abandonment Plan was submitted to the Commissioner of Petroleum Affairs for approval. 
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B. No later than the date on which the leaseholder has produced 170 BCM of gas from the lease area, 
the leaseholder will submit a detailed plan for dismantling the facilities to the Commissioner of 
Petroleum Affairs, in accordance with the General Abandonment Plan (“the Abandonment Plan”), 
which was approved by the Commissioner of Petroleum Affairs, as well as the estimated 
dismantling costs. If the leaseholder does not submit the Abandonment Plan on time or if the 
Commissioner of Petroleum Affairs believes that the Abandonment Plan is not suitable for approval 
and the Commissioner of Petroleum Affairs and the leaseholder fail to agree on the Abandonment 
Plan, the Commissioner of Petroleum Affairs will determine the Abandonment Plan. 

C. At the date the Abandonment Plan is approved by the Commissioner of Petroleum Affairs, the 
Commissioner of Petroleum Affairs will determine a plan for the leaseholder according to which the 
leaseholder will provide a guarantee or deposit in an abandonment fund, at the dates, format and 
accumulation method as instructed, to ensure that the leaseholder has the means required to 
implement the abandonment plan.  

D. The leaseholder will notify the Commissioner of Petroleum Affairs of the intention to plug a well, at 
least three months before the operation. The notice will include an explanation of the need to plug 
the well and of the plugging plan. Plugging of the well requires the prior approval of the 
Commissioner of Petroleum Affairs. 

(13) Guarantees 

The lease deed sets out provisions for an irrevocable unconditional autonomous bank guarantee to 
be provided by the leaseholder to secure the conditions of the lease deed, its term, and grounds for 
foreclosure of the guarantee. For further information about the guarantee that was provided to 
secure compliance with the conditions of the lease deed, the provisions of the Petroleum Law, and 
the directives of the Commissioner of Petroleum Affairs, see section 1.7.28(E)(1) below. 

(14) The lease deed also includes additional provisions, which refer, among other things, to the 
conditions for operating the facilities, safety, handling of malfunctions, tests, reporting and 
supervision, liability, insurance, and indemnification. 

(15) In addition, in accordance with the approval for operating the production system in the Tamar 
Lease, increased duties were imposed on the leaseholder regarding the operation of the production 
system, due to the importance of gas production for Israel.  

(C) Compliance with the terms of the work plan in the Tamar project54 

A binding work plan has not been established for the Tamar project, other than the conditions in the 
Tamar Lease and Dalit Lease, as set out in section 1.7.5(B) above. 

(D) Actual and planned work plan for the Tamar project55 

(1) The table below includes a summary of the main operations actually performed in the Tamar 
project from January 1, 2017 through to the approval date of this report and a summary of the 
planned operations:  

Tamar Lease 

Period 
Summary of actual operations in the 
period or of the planned work plan 

Estimated total budget 
for operations on the 
level of the oil asset 

(USD thousands) 

Actual participation of 
the Company's equity 
holders in the budget 

(USD thousands) 

201756 • Continued production from the Tamar 
project, ongoing operation and 
maintenance.  

• Completion of the Tamar-8 drilling, its 
connection to the production system and 
the start of the natural gas flow from it. 

• Upgrading and renovation of the Tamar 

 
- 

 
101,094 

 
 

 
- 

 
14,661 

 
 

 

54  As at the approval date of the report, a detailed work plan for the Tamar Lease only has been submitted. 
55  The costs described in the work plan for 2017-2019 below do not include the ongoing operating and maintenance 

costs and the abandonment costs of the Tamar project, which are included in section 1.7.5(J) below.  
56  Costs in 2017 did not include an adjusted budget of USD 12.4 million (100%) (the Company's share is USD 1.8 

million).  
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Tamar Lease 

Period 
Summary of actual operations in the 
period or of the planned work plan 

Estimated total budget 
for operations on the 
level of the oil asset 

(USD thousands) 

Actual participation of 
the Company's equity 
holders in the budget 

(USD thousands) 

platform and the receiving terminal, 
including the addition of structures and 
replacement of the platform’s main shut-
off valves with a different type of new 
valves to improve their function.  

• Reprocessing of seismic surveys 

•  The start of the project for installation of 
systems to reduce emissions from the 
Tamar platform. 

• Continued update of the geological model 
and flow model, among other things, 
according to drilling and production data 
and plans for additional drilling.  

• Mapping and definition of additional 
prospects, including a prospect to the 
deep targets in the lease area.  

 
28,012 

 
 

1,083 

 
4,062 

 
 

157 

2018  • Continued production from the Tamar 
project, ongoing operation and 
maintenance.  

• Continuation of the project for installation 
of systems to reduce emissions from the 
Tamar platform.  

• Upgrade and improvement of the 
production system at the Tamar platform 
and receiving terminal, including upgrade 
of the stainless steel plate to prevent 
corrosion. 

• Continued update of the geological model 
and flow model, among other things, 
according to drilling and production data 
and plans for additional drilling. 

• Mapping and definition of additional 
prospects, including a prospect to the 
deep targets in the lease area. 

• Continuation of the reprocessing project 
for seismic surveys  

 
 
 

28,894 

 
 

24,845 

 
 
 

 

 
 

4,112 

 

 
3,451 

201957, 58  
 

• Continued production from the Tamar 
project, ongoing operation and 
maintenance.  

• Completion of projects for installation of 
systems to reduce and monitor air 
emissions from the Tamar platform.  

• Completion of the reprocessing project for 
seismic surveys, and start of analysis of 
the processed surveys 

• Continued update of the geological model 
and flow model, among other things, 

 
12,479 

 
 
 
 
 
 
 

 
1,925 

 
 
 
 
 
 
 

 

57  It should be noted that on May 6, 2019, production of natural gas from the reservoirs of Tamar (which was the only 
significant gas field in Israel at that time,) and Yam Tethys resumed, after it was discontinued in the afternoon of 
May 5, 2019, in accordance with the Minister of Energy's decision due to the security situation at that time and in 
accordance with the provisions of the Natural Gas Sector Law. For further information, see the Immediate Report 
dated May 6, 2019 (Ref. No. 2019-01-039021). The information in this report is included as a reference. It should 
be noted that on May 7, 2019, gas flow from the reservoir resumed at full production capacity. 

58  The costs for 2019 do not include abandonment costs of the reservoir, including related expenses, and costs for the 
Tamar participation fee (as defined in section 1.7.30(F)(3) below). 
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Tamar Lease 

Period 
Summary of actual operations in the 
period or of the planned work plan 

Estimated total budget 
for operations on the 
level of the oil asset 

(USD thousands) 

Actual participation of 
the Company's equity 
holders in the budget 

(USD thousands) 

according to drilling and production data 
and plans for additional drilling. 

• Continued upgrade and improvement of 
the production system at the Tamar 
platform and receiving terminal, including 
improvement of the operating systems, 
addition of structures, upgrade of the 
stainless steel plate to prevent corrosion, 
painting of equipment and piping, and 
continued upgrade of the valve system. 

• Purchase of equipment and the pipeline 
for development of the Tamar SW 
reservoir. 

 
 

19,501 

 
 
 
 

53,463 

 
 
 

 
 

3,008 

 
 
 
 

8,248 

 

2020 
onwards59 

• Continued production from the Tamar 
project, ongoing operation and 
maintenance.  

• Completion of development of the Tamar 
SW well, and its connection to the subsea 
production system in the Tamar field. For 
further information, see section 4 below.  

• Continued update of the geological and 
flow models, among other things, based 
on the Reprocessing Data of the seismic 
surveys that was completed in 2019, and 
according to drilling and production data, 
and planning and preparation for 
additional drilling and completion. 

• Drilling additional wells and their 
completion, as required, according to 
actual production data and market 
demand. 

• Mapping and definition of additional 
prospects, including a prospect to the 
deep targets in the lease area. 

• Continued upgrade and improvement of 
the production system at the Tamar 
platform and the receiving terminal, 
including improvement of the operating 
systems, improvement of structures, 
addition of environmental systems for 
monitoring and control of emissions, 
upgrade of the stainless-steel pipeline to 
prevent corrosion, painting of equipment 
and pipelines, continued upgrade of the 
valve system, upgrade of MEG treatment 
systems, and covering of a section in the 
subsea service pipeline from the platform 

 
190,00060 

 
 
 
 
 
 
 
 
 
 
 
 
 

677,00061 

 
 
 
 

70,00062 

 
 
 
 

370,00063 

 
26,781 

 
 
 
 
 
 
 
 
 
 
 
 
 

95,426 

 
 
 
 

9,867 

 
 
 
 

52,153 

 
 
 

 

59  The budgets for 2020 do not include costs that the Partnership may incur for the construction of the combined 
section (as defined in section 1.7.29(D)(10)c.1 below) in the amount of USD 25 million and for other possible 
improvements and upgrades of the Tamar platform and the receiving terminal at an estimated amount of USD 70 
million (100%).  

60  Of this amount, a budget of USD 56 million was approved by the Tamar Partners.  
61  The budget has not yet been approved by the Tamar Partners. 

62  Of this amount, a budget of USD 8 million was approved by the Tamar Partners.  
63  The budget has not yet been approved by the Tamar Partners. 
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Tamar Lease 

Period 
Summary of actual operations in the 
period or of the planned work plan 

Estimated total budget 
for operations on the 
level of the oil asset 

(USD thousands) 

Actual participation of 
the Company's equity 
holders in the budget 

(USD thousands) 

to the receiving terminal.  

• Installation of a third pipeline from the 
Tamar field to the platform, to the extent 
required. 

 

 

Dalit Lease 

Period 
Summary of actual operations in the 
period or of the planned work plan 

Estimated total budget 
for operations on the 
level of the oil asset 

(USD thousands) 

Actual participation of 
the Company's equity 
holders in the budget 

(USD thousands)  

2017  • Review of development options with 
attention to the development plans of 
adjacent reservoirs and production 
data from the Tamar reservoir. 

• Update of the mapping and analysis of 
the Dalit reservoir based on the 
seismic survey and on data from 
adjacent fields, including production 
data from the Tamar reservoir.  

• Mapping and definition of additional 
prospects in the lease area, including a 
prospect to the deep targets in the 
lease area. 

- - 

2018  • Review of development options with 
attention to the development plans of 
adjacent reservoirs and production 
data from the Tamar reservoir.  

• Update of the mapping and analysis of 
the Dalit reservoir based on the 
seismic survey and on data from 
adjacent fields, including production 
data from the Tamar reservoir. 

• Mapping and definition of additional 
prospects in the lease area, including a 
prospect to the deep targets in the 
lease area. 

- - 

2019  • Review of development options with 
attention to the development plans of 
adjacent reservoirs and production 
data from the Tamar reservoir.  

• Update of the characterization of the 
Dalit reservoir based on the seismic 
survey and on data from adjacent 
fields, including production data from 
the Tamar reservoir. 

• Characterization of deep prospects in 
the lease area. 

- - 
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Dalit Lease 

Period 
Summary of actual operations in the 
period or of the planned work plan 

Estimated total budget 
for operations on the 
level of the oil asset 

(USD thousands) 

Actual participation of 
the Company's equity 
holders in the budget 

(USD thousands)  

2020 
onwards 

• Review of development options with 
attention to the development plans of 
adjacent reservoirs and production 
data from the Tamar reservoir.  

• Update of the mapping and analysis of 
the Dalit reservoir based on the 
seismic survey and on data from 
adjacent fields, including production 
data from the Tamar reservoir. 

• Mapping and definition of additional 
prospects in the lease area, including 
the deep prospects in the lease area. 

• Completion of the Dalit-1 well, drilling 
of additional wells as required, and 
connection of the reservoir to the 
subsea production system of the 
Tamar project.  

- - 

 

(2) Development plan of the Tamar project 

The production system of the Tamar project includes six subsea production wells, a subsea 
production system connecting the production wells to the treatment and production platform (in this 
section: “the Platform”), where most of the natural gas is treated, a system for transmission of 
natural gas and condensate from the Platform to the shore and the receiving terminal facility, where 
final treatment of natural gas is performed, and from there to the national transmission system of 
INGL, while condensate is delivered in a designated pipeline to the nearby Paz Ashdod Refinery. 

On August 29, 2016, the Minister of Energy granted the Tamar Partners a license to operate the 10-inch 
pipeline, which was originally intended for the transmission of condensate from the Platform, for the 
transfer of natural gas, with the aim of increasing the supply capacity of natural gas. 

The daily gas supply capacity from the Tamar project to the INGL transmission system is 1.1 BCF at 
maximum production. Since the start of commercial operation, the Tamar production system has very 
high operational reliability with more than 99% up-time. As at December 31, 2019, the total cost 
invested in the Tamar project, as described above, amounts to USD 4.5 billion (100%) (including 
exploration costs in the Tamar and Dalit Leases, without disposal and abandonment costs, exploration 
costs in the Dalit lease and Tamar participation fees (as defined in section 1.7.30(F)(3) below)). 

(3) Assessment of the option of expanding the supply capacity of the Tamar project  

The total supply capacity of the Tamar facilities is currently limited to the flow capacity of the double 
pipeline (as defined in section 1.7.1(B)(2) below). The Tamar Partners assess, from time to time, 
options for expanding the supply capacity from the Tamar project, if required, in accordance with 
the expected volume of demand in the local market and for exports.  

Expansion of the supply capacity may include, among other things, the development of the Tamar 
SW reservoir and/or the drilling and/or completion of other production wells, which will be 
connected to the existing subsea production system, as well as the installation of a third supply 
pipeline from the Tamar field to the Tamar platform and/or the Mari B platform. In addition, the 
necessity and method of the required upgrade of the Tamar platforms are being assessed.  

(4) Tamar SW reservoir 

According to the development plan of the Tamar SW reservoir, which was approved by the 
Commissioner of Petroleum Affairs in January 2019, and taking into consideration the provisions of 
the Gas Outline Plan set out in section 1.7.26(A)(4)c below, the Tamar SW reservoir will be 
developed through its connection to the subsea facilities of the Tamar project. The development 
cost of the Tamar SW reservoir was partially approved by the Tamar partners, and accordingly, 
equipment was purchased and various operations were carried out, including the installation of a 
subsea pipeline to connect the Tamar SW reservoir, which is currently underway and which is 
expected to be completed in 2020. The Partnership believes that completion of the Tamar SW well 
and its connection to the production system is expected to begin in 2021.  
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For information about the operations and budget for completion and development of the Tamar SW 
reservoir, see section 1.7.5(D) above. 

For information about the mediation arrangement, in which it was agreed to divide the Tamar SW 
reservoir between the Tamar Lease (78%) and the Eran License (22%), see section 1.7.31(H)(1) below. 

Consequences of the Covid-19 crisis 

As set out in section 1.7.2(F) above, due to the Covid-19 crisis, as at the approval date of the report, 
there is extreme and unusual uncertainty regarding the possible consequences of the crisis in and after 
2020 on the global economy in general, and on energy prices in particular, and its possible effect on the 
availability of the professional human resources required to operate and rehaul the production facilities. 
Therefore, insofar as the Covid-19 crisis continues or intensifies, it is possible that there will be 
substantial changes in the work plans and/or the timetables set out above. 

Forward-looking information: The above assessments of the Company regarding the planned 
operations, costs, timetables and execution of the planned operations, including options to 
expand supply capacity and production rates in the Tamar project are forward-looking 
information, as defined in Section 32A of the Israel Securities Law, based on the assessments of 
the operator and the General Partner in the Partnership regarding the planned operations, costs, 
timetables and execution of the planned operations, and production rates, which are all based 
on assessments that the General Partner in the Partnership obtained from the operator. Actual 
planned operations, costs, schedules, and production rates may be materially different from the 
above estimates, and are contingent, among other things, on appropriate decisions made by the 
Tamar Partners, obtaining the approvals required by law, the completion of detailed planning of 
the project components, bids from contractors, changes to suppliers and raw material markets, 
applicable regulation, technical ability and economic viability.  

(E) Actual participation rates in expenses and revenues in the Tamar project (the figures in the table 
are after the after the ROI Date)  

Participation rate %  

Percentage 
grossed up 

to 100%  Explanations 

Actual rate attributable to equity holders of 
the Company in the oil asset 

14.10% 100% See section 1.7.5(A) above.  

Actual rate attributable to equity holders of 
the Company in revenues from the oil asset 

11.03% 78.23% See the calculation in section 
1.7.5(G) below. 

Actual rate of participation of the Company's 
equity holders in expenses arising from 
exploration, development or production 
operations in the oil asset 

14.24% 101% See the calculation in section 
1.7.5(I) below.  

 

(F) Actual participation rate in the expenses and revenues in the Dalit lease 

Participation rate 
Percentage 
before ROI 

Percentage 
after ROI 

Rate 
grossed 

up to 100% 
before ROI 

Rate 
grossed 

up to 100% 
after ROI Explanations 

Actual rate attributable to 
equity holders of the 
Company in the oil asset 

14.10% 14.10% 100% 100% See section 1.7.5(A) 
above.  

Actual rate attributable to 
equity holders of the 
Company in revenues from 
the oil asset 

11.69% 11.03% 82.90% 78.23% See the calculation 
in section 1.7.5(H) 
below. 

Actual rate of participation 
of the Company's equity 
holders in expenses arising 
from exploration, 
development or production 
operations in the oil asset 

14.24% 14.24% 101% 101% See the calculation 
in section 1.7.5(I) 
below.  
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(G) Participation rates of the equity holders of the Company in revenues from the Tamar project (after 
the ROI Date)  

Description % Summary of the calculation method for 
royalties or payments  

Projected annual revenues of the oil asset  100%  

Royalties or payment (arising from revenues after the finding) related to the oil asset: 

The State (12.5%) In accordance with the Petroleum Law, State 
royalties are calculated at the market value of 
the royalty at the wellhead. The actual royalty 
rate is lower than one-eighth (12.5%) due to 
deduction of expenses for the gas delivery 
and handling system at the wellhead up to 
the onshore gas receiving terminal. 

Adjusted revenues on the level of the oil 
asset 

87.50%  

Share of the adjusted oil asset revenues 
attributable to the equity holders of the 
Company (linked) 

14.10% See the explanation in section 1.7.5(A) 
above. 

Share of the equity holders of the Company 
in the actual rate of revenues, at the level of 
the oil asset (before other payments at the 

level of the Company) 

12.33%  

Information about the royalties or payments (derived from the income after the finding) in respect of the 
oil asset at the level of the Company (the percentages below are calculated according to the rates of the 
equity holders of the Company in the oil asset): 

Rates of the equity holders of the Company 
in the Partnership’s payments of royalties to 

Dor Chemicals Ltd.
64

 

(0.05%) The Partnership pays a royalty at the rate of 
6% for 2.5% (of 100%) of its share in the oil 
asset, to the royalty holder, after the 
deduction of royalties to the State, according 
to the market value of the royalty at the 
wellhead.  

The calculation method for the rate is based 
on principles for calculating royalties to the 
State, therefore the rate may change if the 
calculation method of royalties to the State 
changes.  

Rates of the equity holders of the Company 
in payments to related parties and third 

parties 

(1.25%) The Partnership pays overriding royalties for 
the Partnership's share in the oil asset at a 
rate of 9.5% after ROI, calculated at the 
wellhead market value.  

The calculation method for the rate is based 
on principles for calculating royalties to the 
State in the Tamar project, therefore the rate 
may change if the calculation method of 
royalties to the State changes.  

Actual rate attributable to equity holders of 
the Company in revenues from the oil asset 

11.03%  

 

 

64  On January 21, 2007, the Partnership entered into an agreement with Dor Chemicals Ltd. to acquire 2.5% (of 
100%) of the rights in the Michal and Matan Licenses (replaced by the Tamar Lease and Dalit Lease, respectively). 
In consideration for sale of the rights, Dor Chemicals Ltd. is entitled to overriding as set out in the table. 
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(H) Participation rates of the equity holders of the Company in revenues from the Dalit lease  

Description Before ROI After ROI 

Summary of the 
calculation method for 
royalties or payments  

Projected annual revenues of the oil 
asset  

100% 100%  

Royalties or payment (arising from revenues after the finding) related to the oil asset: 

The State (12.5%) (12.5%) See the explanation in the 
table above, which 
presents the data for the 
Tamar Lease. 

Adjusted revenues on the level of the 
oil asset 

87.50% 87.50%  

Share of the adjusted oil asset 
revenues attributable to the equity 
holders of the Company (linked) 

14.10% 14.10% See the explanation in 
section 1.7.5(A) above. 

Share of the equity holders of the 
Company in the actual rate of 
revenues, at the level of the oil asset 
(before other payments at the level 
of the Company) 

12.33% 12.33%  

Information about the royalties or payments (derived from the income after the finding) in respect of 
the oil asset at the level of the Company (the percentages below are calculated according to the 

rates of the equity holders of the Company in the oil asset): 

Rates of the equity holders of the 
Company in the Partnership’s 
payments to Dor Chemicals Ltd. 

(0.05%) (0.05%) See the explanation in the 
table above, which 
presents the data for the 
Tamar Lease. 

Rates of the equity holders of the 
Company in payments to related 
parties and third parties 

(0.59%) (1.25%) The Partnership pays 
overriding royalties for the 
Partnership's share in the 
oil asset at a rate of 4.5% 
before ROI and 9.5% after 
ROI, according to the 
market value of the royalty 
at the wellhead. 

The calculation method for 
the rate is based on 
principles for calculating 
royalties to the State, 
therefore the rate may 
change if the calculation 
method of royalties to the 
State changes.  

Actual rate attributable to equity 
holders of the Company in revenues 
from the oil asset 

11.69% 11.03%  
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(I) Participation rate of the Company's equity holders in exploration, development, and production 
expenses in the Tamar project and Dalit lease  

Description % 
Summary of the calculation method for 

royalties or payment 

Theoretical expenses for the oil 
asset (without royalties) 

100%  

Payments (derived from the expenses) at the level of the oil asset 

Operator 1% The Operator is entitled to reimbursement of 
direct and indirect expenses for its duties as 
Operator. On June 30, 2016, an amendment to 
the joint operating agreement in the Tamar 
project was signed, according to which it was 
agreed that as from January 1, 2016, the 
Operator will be entitled to reimbursement of 
indirect expenses at a rate of 1% of all the 
direct expenses, subject to certain exceptions, 
such as marketing activity. 

Total actual rate of expenses at the 
level of the oil asset 

101%  

Share of the equity holders of the 
Company in the oil asset's 
expenses (linked) 

14.10% See the explanation in section 1.7.5(A) above. 

Total share of the equity holders of 
the Company in expenses, at the 
level of the oil asset (before other 
payments at the level of the 
Company) 

14.24%  

Payments (derived from the expenses) in respect of the oil asset and at the level of the Company 
(the following percentages will be calculated in accordance with the share of the equity holders of 

the Company in the oil asset) 

Actual share of the Partnership’s 
expenses for exploration, 
development, and production in the 
oil asset, attributable to equity 

holders of the Company 

14.24% The Partnership pays management fees to the 
General Partner, which consist of a fixed 
amount and a variable amount calculated as a 
rate of the exploration expenses. These 
amounts were not taken into account in this 
table. 

 

(J) Royalties and payments paid during exploration, development and production operations for the oil 
asset (USD thousands)  

Tamar Lease 

Description 

Total share of equity 
holders of the 

Company in investment 
in the oil asset in this 

period (including costs 
for which payments are 

not made to the 
Operator) 

Of which, the share 
of equity holders 

of the Company in 
payments to the 
General Partner 

Of which, the share 
of equity holders of 

the Company in 
payments to the 

Operator 

(in addition to return 
of direct expenses)  

Actual budget invested in 2017 33,104 - 341 

Actual budget invested in 2018 23,850 - 245 

Actual budget invested in 2019 32,929 - 341 
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Dalit Lease 

Description 

Total share of equity 
holders of the 
Company in 

investment in the oil 
asset in this period 
(including costs for 
which payments are 

not made to the 

Operator) 

Of which, the share 
of equity holders of 

the Company in 
payments to the 

General Partner 

Of which, the rates of 
equity holders of the 

Partnership in 
payments to the 

Operator (in addition 
to the return of direct 

expenses)  

Actual budget invested in 2017 - - - 

Actual budget invested in 2018 - - - 

Actual budget invested in 2019 - - - 

 

(K) Reserves, contingent, and prospective resources in the Tamar and Dalit Leases 

(1) Reserves in the Tamar Lease 

A. Quantitative data  

According to a report received by the Partnership from NSAI, which was prepared in accordance 
with the principles of the Petroleum Resources Management System (SPE-PRMS), as at 
December 31, 2019 (“the Reserves Report”), the natural gas and condensate reserves attributable 
to the Tamar Lease (which include, as aforesaid, the Tamar and Tamar SW Reservoirs), which are 
classified as on production reserves and are as presented in the table below.  

It is clarified that the information in the table below regarding the Company's share was calculated 
in accordance with the Company's direct and indirect rights in the Tamar project, assuming that the 
rate of royalty to the State is 12.5% (at the wellhead), and that the ROI date for the Tamar project is 
achieved. The Company's direct and indirect share in the Tamar project includes the Company's 
direct and indirect holding in 54.7% of the unit capital of Delek Drilling. In addition, the information 
in this section about the Company's share (including information about the discounted cash flow) 
also includes the rights attributed to the Partnership in the Tamar project, indirectly, through its 
holdings in Tamar Petroleum shares. The information does not include Delek Energy’s rights in the 
Tamar project through its holdings in the shares of Delek Royalties. For information about the 
dispute regarding the ROI date in the Tamar project, see section 1.7.30(J)(4) below. 

The information about the resources in the Tamar SW reservoir presented in the table below does 
not include resources attributable to the area of the 353/Eran license. 
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Reserve category 

Total (100%) in the oil asset (gross) Total (Tamar and Tamar SW 
reservoirs) share attributable 

to equity holders of the 
Company (net) Tamar Reservoir Tamar SW reservoir 

Total (Tamar and Tamar SW 
reservoir) 

 
Natural gas 

(BCF) 
Condensate 

(million barrels) 
Natural gas 

BCF 
Condensate 

(million barrels) 
Natural gas 

(BCF) 
Condensate 

(million barrels) 
Natural gas 

(BCF) 
Condensate 

(million barrels) 

Proved reserves 1P 6,944.5 9.0 796.4 1.0 7,741.0 10.1 853.6 1.1 

Probable reserves  2,871.0 3.7 159.1 0.2 3,030.1 3.9 334.1 0.4 

Total 2P reserves 

Proved + probable reserves 
9,815.5 12.8 955.6 1.2 10,771.1 14.0 1,187.7 1.5 

Possible reserves  2,366.0 3.1 102.2 0.1 2,468.3 3.2 272.2 0.4 

Total 3P reserves (proved + 
probable + possible reserves) 

12,181.6 15.8 1,057.8 1.4 13,239.4 17.2 1,459.9 1.9 

 

Forward-looking information: Possible reserves are the additional reserves that are not expected to be produced to the same extent as probable 
reserves. There is a 10% chance that actual quantities produced will be equivalent to or higher than the proved reserves, with the addition of the 
quantity of the probable and possible reserves. 
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B. The NSAI reserves report noted a number of assumptions and reservations, including: (A) The 
estimate in the report, as is standard in estimating reserves based on the guidelines set out in the 
Petroleum Resources Management System approved by the Society of Petroleum Engineers 
(SPE-PRMS), are not adjusted to the risks. (B) NSAI did not visit the oil field or check the 
mechanical operation of the wells or their state. (C) NSAI did not examine the possible exposure 
arising from environmental matters. However, according to NSAI, as of the date of the reserves 
report, it is unaware of any possible environmental liability that could have a material effect on the 
amount of estimated reserves in the reserves report, or on whether they are commercial, therefore 
the reserves report does not include the costs that could arise from such liability. (D) NSAI 
assumed that the reservoirs will be developed in accordance with existing development plans and 
in accordance with the Partnership’s estimates for future development that is required to meet the 
projected production forecast, that the reservoirs will be operated reasonably, that no regulation will 
be set that will affect the ability of the holder of the oil rights to produce the reserves, and that its 
forecasts for future production will be similar to the actual performance of the reservoirs. 

Forward-looking information: The estimates of NSAI in respect of the quantities of natural 
gas and condensate in the Tamar and Tamar SW reservoirs are forward-looking information 
as defined in Section 32 of the Israel Securities Law. These estimates are partially based on 
geological, geophysical, engineering and other information obtained from the drilling and 
from the operator of the Tamar project, and are the estimates and assumptions only of NSAI 
and there can be no certainty in respect of them. Actual quantities of natural gas and/or 
condensate consumed may be different from these estimates and assumptions, partly due 
to technical and operational conditions and/or regulatory changes and/or the supply and 
demand conditions in the natural gas and/or condensate market and/or commercial 
conditions and/or as a result of actual performance of the reservoirs. The estimates and 
assumptions may be updated if additional information becomes available and/or as the 
result of a range of factors related to oil and natural gas exploration and production, 
including due to continued production from the Tamar project.  

C. Discounted cash flow figures 

With regard to calculation of the discounted cash flow described below, the following is noted: (a) the 
discounted cash flow was based, among other things, on the weighted average of the gas prices 
according to the price formulas in existing agreements for the sale of natural gas from the Tamar 
project, according to the Partnership’s assumptions for prices in future agreements and according to the 
price formulas in accordance with the provisions of the Gas Outline Plan. These price formulas include 
partial or full linkage to the electricity production tariff, the NIS/USD exchange rate, the US-CPI and the 
Brent barrel price. It is noted that prices may change, in part, due to a price adjustment according to the 

mechanism in the IEC agreement, as set out in section 1.7.14(D)(1)d below65 and in the agreement 

with Dolphinus, as set out in section 1.7.14(E)(1)b below66 , and due to changes in the indexes 

underlying the linkages in the price formulas in the gas supply agreements. In the discounted cash flow, 
it was assumed that a 25% price reduction will be made in the agreement with the IEC on the first 
adjustment date (on July 1, 2021), and that no price adjustment will be made on the second adjustment 
date (on July 1, 2024).  

The price reduction was included in the forecast for the electricity production tariff. For information about 
changes in the discounted cash flows due to the change in the price of natural gas, including due to a 
change in the rate of the price adjustment, see the sensitivity tables in sections 1.7.4(J)(5)(b) and 0 
below. It should also be noted that no change in price has been taken into account as a result of the 
motion for certification of a class action filed by a consumer of the IEC against the Tamar project 
partners, as set out in Note 24A2(2) to the financial statements. In the opinion of the legal counsel of the 
Partnership, it is more likely than not that the motion for certification will be dismissed. At this stage, the 

 

65  The agreement with the IEC specifies two dates on which each party may request a price adjustment  (according to 
the mechanism set out in the agreement). For further information, see section 1.7.14.(D)(1)d.8 below.  

66  The Agreement for Export to Egypt includes a mechanism for an update of the price at a rate of up to 10% (addition 
or reduction) after the fifth year and after the tenth year of the agreement upon the fulfillment of certain conditions 
set out in the agreement. It should be noted that a price update on these dates was not assumed. It is further noted 
that the price in the Agreement for Export to Egypt was adjusted to the point of delivery, as set out in the 
agreement. 
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parties are at the hearing stage of the motion for certification of a class action. If a final and absolute 
ruling is handed down regarding certification of the class action (namely, after the motion for certification 
as a class action is accepted (if it is accepted) and an absolute ruling on the class action itself is 
received (if it is received)) against the Tamar Partners, this may have a material adverse effect on the 
Partnership's business, including on information about the discounted cash flow and on the prices at 
which the Partnership and the Company, together with the other Tamar Partners, will sell natural gas to 
its customers, the scope of which will be derived from the results of the claim. The information about the 
gas price was provided to NSAI by the Partnership.67 (B) The demand forecast for the local market in 
Israel, which was used for assessing expected future sales of natural gas to the local market in Israel, 
was prepared by an external consultant, BDO Consulting Group. (C) The discounted cash flow was 
calculated on the basis of the price of condensate, based on Brent crude prices. When calculating the 
Brent price, the average of forecasted oil prices of third parties supplying a long-term price forecast was 
used, including the World Bank and others, the NYMEX ICE Brent Crude price, and adjusted to 
differences in quality, transportation costs and the selling price of condensate in the region. The 
Partnership provided the information for the gas price to NSAI. (D) The operating costs taken into 
account are costs provided by the Partnership to NSAI. These costs include direct costs on the project 
level, insurance costs, and rehauling costs of production wells, and estimated overheads and general 
and administrative expenses of the operator, which together constitute the operating costs of the 
project. These costs are divided into expenses on the field level and expenses for a production unit and 
are not adjusted to inflation fluctuations. The operating costs provided to NSAI by the Partnership, are 
deemed reasonable in their opinion, based, among other things, on NSAI’s experience in similar 
projects. (E) The capital expenses taken into account when preparing the discounted cash flow exceed 
the costs approved by the Partnership, and it also includes estimated costs of future investments during 
production with the aim of maintaining and expanding production output. The capital expenditure taken 
into account is capital expenditure that may be required, such as drilling, developing, and connecting 
new wells, installation of additional infrastructure and production equipment, including participation in 
the construction costs of the INGL pipeline.68 The capital expenditure provided to NSAI seem to be 
reasonable, in their opinion, based, among other things, on the development plan in the Tamar project 
and on NSAI's experience in similar projects, and are not adjusted to inflation changes. (F) The 
abandonment costs that were taken into account are costs provided to NSAI by the Partnership's 
according to its assessments of the cost of abandoning wells, platforms, and production facilities. These 
costs do not take into account the salvage value of the facilities in the Tamar project and are not 
adjusted to changes in inflation; (G) The tax calculations include corporate tax rates by law. The 
depreciation expenses for tax purposes were calculated on the basis of the depreciation rates set out in 
the Law. (H) The actual rate of production for each of the reserves categories described above may be 
lower or higher than the rate of production used to estimate the discounted cash flows. Also, NSAI did 
not prepare a sensitivity analysis for the production capacity of the wells. (I) The discounted cash flows 
assumed projected sales volumes in each of the project years based on the production capacity from 
the Tamar project,69 and based on the Partnership’s estimates according to the forecast of the supply 
and demand in the local and export markets of independent consulting firms in each of the project 
years. (J) Calculation of the discounted cash flows took into account revenue from the export of gas to 
the local markets in Egypt and Jordan in a total aggregate quantity of 50 BCM, until 2040,70 partially 
based on the Partnership’s projections of export to Egypt and Jordan, as set out in section 1.7.14(E) 
below.71 (K) Calculation of the discounted cash flows took into account the Partnership’s estimate of the 

 

67  When calculating projected prices, the following was assumed: (1) a Brent price of USD 61 per barrel in 2020, 
increasing to USD 75 per barrel in 2025, and USD 91 per barrel in 2030, and an average increase of 2.3% per year 
onwards; (2) the forecast of the electricity production tariff prepared by external consultant, BDO Consulting Group 
(“the BDO Forecast”), based, among other things, on the NIS-USD exchange rate (NIS 3.55/USD 1 in 2020, 
gradually increasing to NIS 3.90/USD 1 from 2024 onwards, based on the exchange rates quoted in the BDO 
Forecast) and the purchase cost of fuels by the IEC. 

68  To increase the possible flow capacity through the EMG pipeline, expansion of the supply capacity in the INGL 
system is required. For further information, see section 1.7.15(B)(2)b.2 below. 

69  The current daily gas supply capacity from the Tamar project to the INGL transmission system is 1.1 BCF at 
maximum production. 

70  It was assumed that the projected amount of sales to the local markets in Egypt and Jordan is higher than the 
contractual quantity set out in the existing export agreements. 

71  It should be noted that in 2019, the Tamar Partners and the Yam Tethys partners produced and sold natural gas in 
a total amount of 10.5 BCM. Of this amount, the Tamar Partners produced and sold a quantity of 10.43 BCM of 
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actual rate of royalties to the State, to related parties, and to third parties to be paid by the Partnership, 
at rates of 11.5% and 9.13%, respectively. It is clarified that the actual rate of royalties to the State is not 
final and it may change.72 For further information, see section 1.7.5(D) below. (L) Calculation of the 
discounted cash flows takes into account the oil profits tax applicable to the holders of rights in the 
project and to parties entitled to royalties under the provisions of the law. It should be emphasized that 
calculation of the tax was based on the definitions, formulas and mechanisms set out in the law as 
understood and interpreted by the Company and the Partnership, and which were reflected in the 
reports of the Tamar project to the Tax Authority. However, since the law is new and the calculation 
formulas and mechanisms set out in the law are complex, it is not certain whether this interpretation of 
the calculation method for the levy will be the same as that adopted by the tax authorities and/or the 
same as the interpretations of the law by the court. It should be noted that as at the approval date of this 
report, a number of interpretative disputes regarding the implementation of the law in the tax reports of 
the Tamar project are being discussed, as part of the objection proceedings set out in the law. The 
issues underlying the disputes have not yet been brought before the courts in Israel. The levy was 
calculated according to the transitional provisions in the law for a project that started commercial 
production before the Law came into effect, and through to January 1, 2014, based on the following 
assumptions: The developer will choose to report in US dollars according to section 13(B) of the Law, all 
of the developer's payments (such as production costs, investments, and royalties) will be recognized 
by the tax authorities for calculation of the levy, and calculation of the developers revenues will take into 
account actual selling prices of the gas. (M) Calculation of the discounted cash flows included expenses 
and investments that were paid in practice and which are expected to be paid by the Partnership as 
from January 1, 2020, as well as revenues from sales of natural gas and condensate that were 
produced and will be produced from January 1, 2020. It is clarified that revenues to be received in 2020 
for sales of natural gas and condensate produced in 2019 were not included in the cash flow. It is 
further noted that revenue from natural gas and condensate sales made in a given year were taken into 
account in that year.  

Consequences of the Covid-19 crisis  

As set out in section 1.7.2(F) above, due to the Covid-19 crisis, as at the approval date of the 
report, there is extreme and unusual uncertainty regarding the possible consequences of the crisis 
in and after 2020 on the global economy in general, and on energy prices in particular. Insofar as 
the Covid-19 crisis continues or intensifies and the demand for natural gas and oil and energy 
prices continues to decline, it is possible that the key assumptions underlying the discounted cash 
flow for the quantities and rate of sales and the selling prices, will not materialize.  

In view of the sharp decline in the Brent oil price shortly before the approval date of the report, the 
Company prepared additional sensitivity analyses for the discounted cash flows of the resources 
attributed to the Tamar Lease, which are presented in this section below.  

D. It should be noted that the discounted cash flow presented below was adjusted compared to the 
discounted cash flow as at December 31, 2018 (“the Previous Discounted Cash Flow”) for the 
following main reasons: 

 Adjusted selling prices (natural gas and condensate) for the following reasons: (A) Adjusted 
projections of the electricity production tariff, the US-CPI, and the Brent barrel price; (B) adjusted 
projections of prices for future customers in the local and export markets; (C) adjusted projections 
of the rate of the price reduction on the first adjustment date in the agreement with the IEC. 

 Adjusted projections of sales quantities, among other things, due to the adjusted projection of the 
demand for natural gas in the local market, the entry into effect of the Agreement for Export to 
Egypt, as set out in section 1.7.14(E)(1)b below, and the agreement for gas supply between the 
Leviathan partners and the IEC, as set out in section 1.7.14(D)(1)d below. 

 

natural gas and 480 thousand barrels of condensate to the local and export markets. The Yam Tethys partners also 
produced and sold a quantity of 0.07 BCM of natural gas, with an additional quantity of 0.07 BCM supplied from the 
Tamar project to the Yam Tethys partners.  

72  It should be noted that in March 2019, a letter was received from the Ministry of Energy regarding payment of 
royalty advances in the Tamar project for 2019, stating that the effective royalty rate to be paid as advances in 
2019, until further notice, will be 11.3%. 
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 Adjusted projection of the expenses of the Tamar project, including an adjusted projection of the 
capital expenses of the Tamar project, mainly due to the adjusted projection of the future 
development plan of the Tamar field, including changes to dates of future drilling of wells and 
capital expenses for transactions for export to Egypt. 

E. Discounted cash flow from the reserves in the Tamar project 

Based on assumptions, which are described above, following is the estimated discounted cash flow as 
at December 31, 2019, in thousands of USD (after the levy and income tax) attributable to the 
Company, from the reserves in the Tamar project, for each of the reserve categories described above: 
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Total discounted cash flow from proved reserves as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of the 
oil asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2020 

427 9.30 243,180 48,710 - 23,616 15,706 - 155,148 5,286 32,090 117,772 114,934 113,589 112,291 109,823 107,511 

December 
31, 2021 

409 8.90 221,634 44,395 - 23,282 38,894 - 115,063 27,853 22,805 64,404 59,859 57,783 55,824 52,224 48,994 

December 
31, 2022 

459 10.00 249,615 49,999 - 22,840 39,641 - 137,134 41,588 23,569 71,977 63,711 60,072 56,716 50,751 45,629 

December 
31, 2023 

489 10.65 273,286 54,741 - 22,840 26,196 - 169,508 62,248 23,364 83,896 70,726 65,135 60,099 51,440 44,321 

December 
31, 2024 

489 10.66 278,784 55,842 - 22,840 - - 200,101 87,217 18,649 94,235 75,659 68,057 61,369 50,243 41,486 

December 
31, 2025 

489 10.65 283,897 56,866 - 22,840 - - 204,190 95,561 17,673 90,957 69,549 61,107 53,849 42,169 33,369 

December 
31, 2026 

489 10.65 287,006 57,489 - 22,840 - - 206,676 96,724 18,281 91,671 66,758 57,290 49,338 36,957 28,026 

December 
31, 2027 

535 11.65 319,189 63,936 - 22,840 - - 232,413 108,769 22,162 101,482 70,383 58,996 49,653 35,576 25,854 

December 
31, 2028 

535 11.65 322,364 64,572 - 22,840 - - 234,952 109,958 24,030 100,964 66,690 54,600 44,909 30,778 21,435 

December 
31, 2029 

535 11.65 325,116 65,123 - 22,840 14,237 - 222,916 104,325 25,942 92,649 58,283 46,608 37,464 24,559 16,392 

December 
31, 2030 

535 11.65 328,988 65,898 - 22,840 - - 240,250 112,437 24,607 103,206 61,832 48,296 37,938 23,789 15,216 

December 
31, 2031 

535 11.65 332,373 66,576 - 22,840 - - 242,957 113,704 25,265 103,988 59,334 45,267 34,751 20,843 12,776 

December 
31, 2032 

535 11.65 336,830 67,469 - 22,840 - - 246,520 115,372 26,933 104,216 56,633 42,202 31,661 18,164 10,670 

December 
31, 2033 

534 11.63 340,811 68,266 - 22,840 27,051 - 222,653 104,202 30,579 87,873 45,478 33,101 24,269 13,318 7,497 

December 
31, 2034 

512 11.15 330,642 66,230 - 22,840 - - 241,572 113,056 27,250 101,267 49,914 35,485 25,426 13,346 7,200 

December 
31, 2035 

390 8.49 254,342 50,946 - 22,840 - - 180,556 84,500 20,203 75,852 35,607 24,725 17,313 8,693 4,494 

December 
31, 2036 

326 7.11 215,788 43,224 - 22,840 - - 149,724 70,071 16,583 63,070 28,197 19,124 13,087 6,285 3,114 

December 
31, 2037 

306 6.67 204,347 40,932 - 22,840 - - 140,575 65,789 15,513 59,273 25,237 16,719 11,181 5,136 2,439 

December 
31, 2038 

247 5.39 166,712 33,393 - 22,840 - - 110,478 51,704 11,972 46,803 18,979 12,280 8,026 3,527 1,605 

December 
31, 2039 

235 5.11 159,995 32,048 - 22,840 - - 105,106 49,190 11,345 44,571 17,213 10,879 6,949 2,920 1,274 

December 
31, 2040 

226 4.93 155,946 31,237 - 22,840 - - 101,869 47,675 11,297 42,898 15,778 9,740 6,080 2,444 1,021 

December 
31, 2041 

218 4.74 151,504 30,347 - 22,840 - - 98,316 46,012 9,764 42,540 14,901 8,985 5,481 2,108 844 

December 
31, 2042 

211 4.59 148,245 29,694 - 22,840 - - 95,710 44,792 9,462 41,456 13,830 8,145 4,856 1,786 686 

December 
31, 2043 

206 4.49 146,534 29,352 - 22,840 - 11,275 83,066 38,875 10,519 33,672 10,699 6,154 3,585 1,261 464 
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Total discounted cash flow from proved reserves as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of the 
oil asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2044 

130 2.83 93,327 18,694 - 22,840 - 11,275 40,517 18,962 6,112 15,444 4,673 2,626 1,495 503 177 

December 
31, 2045 

63 1.37 45,727 9,159 - 22,840 - 11,275 2,452 1,147 1,611 (307) (88) (49) (27) (9) (3) 

December 
31, 2046 

- - - - - - - - - - - - - - - - - 

December 
31, 2047 

- - - - - - - - - - - - - - - - - 

December 
31, 2048 

- - - - - - - - - - - - - - - - - 

December 
31, 2049 

- - - - - - - - - - - - - - - - - 

December 
31, 2050 

- - - - - - - - - - - - - - - - - 

December 
31, 2051 

- - - - - - - - - - - - - - - - - 

December 
31, 2052 

- - - - - - - - - - - - - - - - - 

December 
31, 2053 

- - - - - - - - - - - - - - - - - 

December 
31, 2054 

- - - - - - - - - - - - - - - - - 

December 
31, 2055 

- - - - - - - - - - - - - - - - - 

December 
31, 2056 

- - - - - - - - - - - - - - - - - 

December 
31, 2057 

- - - - - - - - - - - - - - - - - 

Total 10,064 219 6,216,181 1,245,139 - 595,067 161,725 33,826 4,180,424 1,817,016 487,581 1,875,828 1,174,770 966,918 813,583 608,633 482,489 

 

  



 

A - 100 

Total discounted cash flow from probable reserves as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of the 
oil asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2020 

- - - - - - - - - - - - - - - - - 

December 
31, 2021 

- - - - - - (24,488) - 24,488 6,830 (1,571) 19,228 17,871 17,252 16,667 15,592 14,628 

December 
31, 2022 

- - - - - - (39,722) - 39,722 15,652 (2,697) 26,767 23,693 22,339 21,092 18,873 16,968 

December 
31, 2023 

- - - - - - (26,196) - 26,196 15,496 (2,321) 13,022 10,978 10,110 9,328 7,984 6,879 

December 
31, 2024 

- - - - - - 10,963 - (10,963) (767) 2,307 (12,502) (10,038) (9,029) (8,142) (6,666) (5,504) 

December 
31, 2025 

- - - - - - 39,722 - (39,722) (18,590) 5,989 (27,120) (20,737) (18,220) (16,056) (12,574) (9,949) 

December 
31, 2026 

- - - - - - 39,722 - (39,722) (18,590) 5,584 (26,716) (19,455) (16,696) (14,379) (10,770) (8,168) 

December 
31, 2027 

- - - - - - - - - - (114) 114 79 66 56 40 29 

December 
31, 2028 

- - - - - - - - - - (70) 70 47 38 31 21 15 

December 
31, 2029 

- - - - - - (14,237) - 14,237 6,663 (1,647) 9,221 5,801 4,639 3,729 2,444 1,631 

December 
31, 2030 

- - - - - - - - - - 213 (213) (128) (100) (78) (49) (31) 

December 
31, 2031 

- - - - - - - - - - 146 (146) (83) (64) (49) (29) (18) 

December 
31, 2032 

- - - - - - - - - - (643) 643 350 260 195 112 66 

December 
31, 2033 

1 0.02 586 117 - - (27,051) - 27,519 12,879 (3,839) 18,479 9,564 6,961 5,104 2,801 1,577 

December 
31, 2034 

23 0.50 14,826 2,970 - - - - 11,856 5,549 156 6,152 3,032 2,156 1,545 811 437 

December 
31, 2035 

145 3.16 94,658 18,961 - - - - 75,698 35,427 8,385 31,886 14,968 10,394 7,278 3,654 1,889 

December 
31, 2036 

208 4.54 137,778 27,598 - - 14,237 - 95,943 44,901 14,541 36,500 16,318 11,068 7,574 3,637 1,802 

December 
31, 2037 

229 4.98 152,560 30,559 - - 27,051 - 94,951 44,437 18,462 32,052 13,647 9,041 6,046 2,777 1,319 

December 
31, 2038 

287 6.26 193,610 38,781 - - - - 154,829 72,460 18,901 63,468 25,737 16,653 10,884 4,782 2,176 

December 
31, 2039 

300 6.54 204,757 41,014 - - - - 163,743 76,632 20,036 67,076 25,904 16,372 10,457 4,395 1,917 

December 
31, 2040 

309 6.72 212,557 42,576 - - 27,051 - 142,930 66,891 23,383 52,656 19,367 11,956 7,463 3,000 1,254 

December 
31, 2041 

317 6.91 220,852 44,238 - - - - 176,614 82,655 21,788 72,170 25,281 15,243 9,299 3,576 1,432 

December 
31, 2042 

310 6.76 218,320 43,731 - - - - 174,589 81,708 21,541 71,341 23,800 14,017 8,356 3,074 1,180 

December 
31, 2043 

229 4.99 162,847 32,619 - - - (11,275) 141,503 66,223 14,899 60,381 19,184 11,036 6,429 2,262 832 
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Total discounted cash flow from probable reserves as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of the 
oil asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2044 

241 5.25 173,132 34,679 - - - (11,275) 149,728 70,073 15,285 64,370 19,478 10,944 6,231 2,097 739 

December 
31, 2045 

281 6.12 203,868 40,836 - - - (11,275) 174,308 81,576 18,293 74,439 21,452 11,773 6,551 2,109 712 

December 
31, 2046 

329 7.17 241,441 48,362 - 22,840 - - 170,239 79,672 18,026 72,541 19,910 10,672 5,803 1,787 578 

December 
31, 2047 

303 6.60 224,584 44,986 - 22,840 - - 156,758 73,363 16,703 66,692 17,433 9,127 4,850 1,429 443 

December 
31, 2048 

255 5.56 191,186 38,296 - 22,840 - 12,075 117,975 55,212 15,355 47,408 11,802 6,035 3,134 883 263 

December 
31, 2049 

130 2.83 98,338 19,698 - 22,840 - 12,075 43,725 20,463 6,270 16,992 4,029 2,012 1,021 275 78 

December 
31, 2050 

41 0.88 30,978 6,205 - 22,840 - 12,075 (10,142) (4,746) - (5,396) (1,218) (594) (295) (76) (21) 

December 
31, 2051 

- - - - - - - - - - - - - - - - - 

December 
31, 2052 

- - - - - - - - - - - - - - - - - 

December 
31, 2053 

- - - - - - - - - - - - - - - - - 

December 
31, 2054 

- - - - - - - - - - - - - - - - - 

December 
31, 2055 

- - - - - - - - - - - - - - - - - 

December 
31, 2056 

- - - - - - - - - - - - - - - - - 

December 
31, 2057 

- - - - - - - - - - - - - - - - - 

Total 3,939 86 2,776,879 556,226 - 114,202 27,051 2,398 2,077,003 972,069 253,359 851,575 298,065 185,461 120,125 58,251 35,154 
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Total discounted cash flow from 2P reserves (probable reserves + proved reserves) as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of the 
oil asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2020 

427 9.30 243,180 48,710 - 23,616 15,706 - 155,148 5,286 32,090 117,772 114,934 113,589 112,291 109,823 107,511 

December 
31, 2021 

409 8.90 221,634 44,395 - 23,282 14,406 - 139,551 34,684 21,234 83,633 77,731 75,035 72,491 67,815 63,621 

December 
31, 2022 

459 10.00 249,615 49,999 - 22,840 (80) - 176,855 57,241 20,872 98,743 87,405 82,411 77,808 69,625 62,597 

December 
31, 2023 

489 10.65 273,286 54,741 - 22,840 - - 195,705 77,744 21,043 96,918 81,704 75,245 69,427 59,424 51,200 

December 
31, 2024 

489 10.66 278,784 55,842 - 22,840 10,963 - 189,139 86,450 20,956 81,733 65,621 59,028 53,227 43,577 35,982 

December 
31, 2025 

489 10.65 283,897 56,866 - 22,840 39,722 - 164,469 76,971 23,661 63,836 48,812 42,887 37,793 29,596 23,419 

December 
31, 2026 

489 10.65 287,006 57,489 - 22,840 39,722 - 166,955 78,135 23,864 64,955 47,303 40,594 34,959 26,187 19,858 

December 
31, 2027 

535 11.65 319,189 63,936 - 22,840 - - 232,413 108,769 22,048 101,596 70,462 59,063 49,709 35,616 25,883 

December 
31, 2028 

535 11.65 322,364 64,572 - 22,840 - - 234,952 109,958 23,960 101,035 66,736 54,639 44,940 30,799 21,450 

December 
31, 2029 

535 11.65 325,116 65,123 - 22,840 - - 237,153 110,988 24,295 101,870 64,084 51,247 41,192 27,003 18,023 

December 
31, 2030 

535 11.65 328,988 65,898 - 22,840 - - 240,250 112,437 24,820 102,992 61,705 48,197 37,860 23,740 15,185 

December 
31, 2031 

535 11.65 332,373 66,576 - 22,840 - - 242,957 113,704 25,411 103,842 59,251 45,204 34,702 20,814 12,758 

December 
31, 2032 

535 11.65 336,830 67,469 - 22,840 - - 246,520 115,372 26,289 104,859 56,982 42,462 31,857 18,276 10,736 

December 
31, 2033 

535 11.65 341,397 68,384 - 22,840 - - 250,172 117,081 26,740 106,352 55,041 40,062 29,373 16,118 9,074 

December 
31, 2034 

535 11.65 345,468 69,199 - 22,840 - - 253,428 118,605 27,405 107,419 52,946 37,641 26,970 14,157 7,638 

December 
31, 2035 

535 11.65 349,001 69,907 - 22,840 - - 256,253 119,927 28,588 107,739 50,575 35,119 24,592 12,347 6,384 

December 
31, 2036 

535 11.65 353,566 70,821 - 22,840 14,237 - 245,667 114,972 31,125 99,570 44,515 30,192 20,661 9,922 4,916 

December 
31, 2037 

535 11.65 356,907 71,491 - 22,840 27,051 - 235,526 110,226 33,975 91,325 38,885 25,760 17,227 7,914 3,758 

December 
31, 2038 

535 11.65 360,322 72,175 - 22,840 - - 265,307 124,164 30,873 110,271 44,715 28,934 18,910 8,309 3,781 

December 
31, 2039 

535 11.65 364,752 73,062 - 22,840 - - 268,849 125,821 31,381 111,647 43,118 27,251 17,406 7,315 3,190 

December 
31, 2040 

535 11.65 368,503 73,813 - 22,840 27,051 - 244,799 114,566 34,680 95,553 35,145 21,696 13,542 5,444 2,275 

December 
31, 2041 

535 11.65 372,356 74,585 - 22,840 - - 274,931 128,667 31,553 114,710 40,182 24,228 14,779 5,683 2,276 

December 
31, 2042 

521 11.35 366,564 73,425 - 22,840 - - 270,299 126,500 31,002 112,797 37,630 22,162 13,212 4,860 1,865 

December 
31, 2043 

435 9.48 309,381 61,971 - 22,840 - - 224,569 105,099 25,418 94,053 29,883 17,190 10,015 3,524 1,296 



 

A - 103 

Total discounted cash flow from 2P reserves (probable reserves + proved reserves) as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of the 
oil asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2044 

371 8.08 266,459 53,373 - 22,840 - - 190,246 89,035 21,397 79,814 24,151 13,570 7,726 2,600 917 

December 
31, 2045 

344 7.49 249,595 49,995 - 22,840 - - 176,759 82,723 19,904 74,132 21,364 11,724 6,524 2,100 709 

December 
31, 2046 

329 7.17 241,441 48,362 - 22,840 - - 170,239 79,672 18,026 72,541 19,910 10,672 5,803 1,787 578 

December 
31, 2047 

303 6.60 224,584 44,986 - 22,840 - - 156,758 73,363 16,703 66,692 17,433 9,127 4,850 1,429 443 

December 
31, 2048 

255 5.56 191,186 38,296 - 22,840 - 12,075 117,975 55,212 15,355 47,408 11,802 6,035 3,134 883 263 

December 
31, 2049 

130 2.83 98,338 19,698 - 22,840 - 12,075 43,725 20,463 6,270 16,992 4,029 2,012 1,021 275 78 

December 
31, 2050 

41 0.88 30,978 6,205 - 22,840 - 12,075 (10,142) (4,746) - (5,396) (1,218) (594) (295) (76) (21) 

December 
31, 2051 

- - - - - - - - - - - - - - - - - 

December 
31, 2052 

- - - - - - - - - - - - - - - - - 

December 
31, 2053 

- - - - - - - - - - - - - - - - - 

December 
31, 2054 

- - - - - - - - - - - - - - - - - 

December 
31, 2055 

- - - - - - - - - - - - - - - - - 

December 
31, 2056 

- - - - - - - - - - - - - - - - - 

December 
31, 2057 

- - - - - - - - - - - - - - - - - 

Total 14,002 305 8,993,060 1,801,364 - 709,269 188,775 36,224 6,257,427 2,789,085 740,939 2,727,402 1,472,834 1,152,379 933,708 666,885 517,644 
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Total discounted cash flow from possible reserves as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of the 
oil asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2020 

- - - - - - - - - - - - - - - - - 

December 
31, 2021 

- - - - - - - - - - - - - - - - - 

December 
31, 2022 

- - - - - - - - - - - - - - - - - 

December 
31, 2023 

- - - - - - - - - - - - - - - - - 

December 
31, 2024 

- - - - - - (10,963) - 10,963 5,207 (1,033) 6,789 5,451 4,903 4,421 3,620 2,989 

December 
31, 2025 

- - - - - - (2,563) - 2,563 1,199 141 1,223 935 821 724 567 449 

December 
31, 2026 

- - - - - - 13,525 - (13,525) (6,330) 1,767 (8,962) (6,527) (5,601) (4,824) (3,613) (2,740) 

December 
31, 2027 

- - - - - - - - - - - - - - - - - 

December 
31, 2028 

- - - - - - - - - - - - - - - - - 

December 
31, 2029 

- - - - - - - - - - - - - - - - - 

December 
31, 2030 

- - - - - - - - - - - - - - - - - 

December 
31, 2031 

- - - - - - - - - - - - - - - - - 

December 
31, 2032 

- - - - - - - - - - - - - - - - - 

December 
31, 2033 

- - - - - - - - - - - - - - - - - 

December 
31, 2034 

- - - - - - - - - - (164) 164 81 58 41 22 12 

December 
31, 2035 

- - - - - - - - - - (383) 383 180 125 87 44 23 

December 
31, 2036 

- - - - - - (14,237) - 14,237 6,663 (1,844) 9,418 4,210 2,856 1,954 938 465 

December 
31, 2037 

- - - - - - (12,813) - 12,813 5,997 (1,052) 7,869 3,350 2,219 1,484 682 324 

December 
31, 2038 

- - - - - - 27,051 - (27,051) (12,660) 3,534 (17,925) (7,269) (4,703) (3,074) (1,351) (615) 

December 
31, 2039 

- - - - - - - - - - - - - - - - - 

December 
31, 2040 

- - - - - - (27,051) - 27,051 12,660 (2,912) 17,303 6,364 3,929 2,452 986 412 

December 
31, 2041 

- - - - - - 27,051 - (27,051) (12,660) 3,541 (17,932) (6,282) (3,788) (2,310) (888) (356) 

December 
31, 2042 

14 0.30 9,582 1,919 - - - - 7,663 3,586 945 3,131 1,045 615 367 135 52 

December 
31, 2043 

99 2.17 70,706 14,163 - - - - 56,543 26,462 6,926 23,155 7,357 4,232 2,466 867 319 
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Total discounted cash flow from possible reserves as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of the 
oil asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2044 

164 3.57 117,612 23,558 - - - - 94,054 44,017 11,516 38,520 11,656 6,549 3,729 1,255 442 

December 
31, 2045 

191 4.16 138,507 27,744 - - - - 110,763 51,837 13,561 45,365 13,074 7,175 3,992 1,285 434 

December 
31, 2046 

206 4.48 150,737 30,194 - - - - 120,544 56,414 15,985 48,144 13,214 7,083 3,852 1,186 384 

December 
31, 2047 

227 4.95 168,336 33,719 - - - - 134,617 63,001 17,381 54,235 14,177 7,422 3,944 1,162 360 

December 
31, 2048 

232 5.06 173,945 34,842 - - - (12,075) 151,177 70,751 16,337 64,090 15,955 8,159 4,237 1,194 355 

December 
31, 2049 

325 7.08 246,043 49,284 - - - (12,075) 208,834 97,734 24,011 87,088 20,648 10,314 5,235 1,411 402 

December 
31, 2050 

382 8.32 292,179 58,525 - - - (12,075) 245,729 115,001 28,204 102,524 23,150 11,294 5,602 1,444 394 

December 
31, 2051 

390 8.50 301,416 60,375 - 22,840 - - 218,200 102,118 26,077 90,006 19,356 9,224 4,471 1,102 288 

December 
31, 2052 

325 7.08 253,805 50,839 - 22,840 - - 180,126 84,299 20,812 75,015 15,364 7,151 3,388 799 200 

December 
31, 2053 

260 5.66 205,165 41,096 - 22,840 - - 141,228 66,095 16,053 59,081 11,524 5,239 2,425 547 131 

December 
31, 2054 

195 4.25 155,481 31,144 - 22,840 - 12,075 89,422 41,850 12,491 35,082 6,517 2,894 1,309 282 65 

December 
31, 2055 

130 2.83 104,737 20,980 - 22,840 - 12,075 48,843 22,858 7,526 18,459 3,266 1,416 626 129 29 

December 
31, 2056 

70 1.52 56,759 11,369 - 22,840 - 12,075 10,475 4,902 2,831 2,742 462 196 85 17 4 

December 
31, 2057 

- - - - - - - - - - - - - - - - - 

Total 3,209  70  2,445,010  489,750   -  137,042  -  -  1,818,217  851,002  222,251  744,964  177,257  89,783  46,684  13,821  4,822  
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Total discounted cash flow from proved reserves + probable reserves + possible reserves (3P) as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of the 
oil asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2020 

427 9.30 243,180 48,710 - 23,616 15,706 - 155,148 5,286 32,090 117,772 114,934 113,589 112,291 109,823 107,511 

December 
31, 2021 

409 8.90 221,634 44,395 - 23,282 14,406 - 139,551 34,684 21,234 83,633 77,731 75,035 72,491 67,815 63,621 

December 
31, 2022 

459 10.00 249,615 49,999 - 22,840 (80) - 176,855 57,241 20,872 98,743 87,405 82,411 77,808 69,625 62,597 

December 
31, 2023 

489 10.65 273,286 54,741 - 22,840 - - 195,705 77,744 21,043 96,918 81,704 75,245 69,427 59,424 51,200 

December 
31, 2024 

489 10.66 278,784 55,842 - 22,840 - - 200,101 91,657 19,923 88,522 71,072 63,931 57,648 47,197 38,970 

December 
31, 2025 

489 10.65 283,897 56,866 - 22,840 37,159 - 167,031 78,171 23,802 65,059 49,747 43,708 38,517 30,163 23,868 

December 
31, 2026 

489 10.65 287,006 57,489 - 22,840 53,247 - 153,429 71,805 25,631 55,993 40,776 34,993 30,136 22,573 17,118 

December 
31, 2027 

535 11.65 319,189 63,936 - 22,840 - - 232,413 108,769 22,048 101,596 70,462 59,063 49,709 35,616 25,883 

December 
31, 2028 

535 11.65 322,364 64,572 - 22,840 - - 234,952 109,958 23,960 101,035 66,736 54,639 44,940 30,799 21,450 

December 
31, 2029 

535 11.65 325,116 65,123 - 22,840 - - 237,153 110,988 24,295 101,870 64,084 51,247 41,192 27,003 18,023 

December 
31, 2030 

535 11.65 328,988 65,898 - 22,840 - - 240,250 112,437 24,820 102,992 61,705 48,197 37,860 23,740 15,185 

December 
31, 2031 

535 11.65 332,373 66,576 - 22,840 - - 242,957 113,704 25,411 103,842 59,251 45,204 34,702 20,814 12,758 

December 
31, 2032 

535 11.65 336,830 67,469 - 22,840 - - 246,520 115,372 26,289 104,859 56,982 42,462 31,857 18,276 10,736 

December 
31, 2033 

535 11.65 341,397 68,384 - 22,840 - - 250,172 117,081 26,740 106,352 55,041 40,062 29,373 16,118 9,074 

December 
31, 2034 

535 11.65 345,468 69,199 - 22,840 - - 253,428 118,605 27,241 107,583 53,027 37,698 27,012 14,178 7,649 

December 
31, 2035 

535 11.65 349,001 69,907 - 22,840 - - 256,253 119,927 28,205 108,122 50,755 35,244 24,679 12,391 6,406 

December 
31, 2036 

535 11.65 353,566 70,821 - 22,840 - - 259,904 121,635 29,281 108,988 48,725 33,048 22,615 10,861 5,381 

December 
31, 2037 

535 11.65 356,907 71,491 - 22,840 14,237 - 248,339 116,223 32,923 99,193 42,235 27,979 18,712 8,595 4,081 

December 
31, 2038 

535 11.65 360,322 72,175 - 22,840 27,051 - 238,256 111,504 34,407 92,346 37,447 24,230 15,836 6,958 3,166 

December 
31, 2039 

535 11.65 364,752 73,062 - 22,840 - - 268,849 125,821 31,381 111,647 43,118 27,251 17,406 7,315 3,190 

December 
31, 2040 

535 11.65 368,503 73,813 - 22,840 - - 271,849 127,225 31,768 112,856 41,509 25,624 15,995 6,430 2,687 

December 
31, 2041 

535 11.65 372,356 74,585 - 22,840 27,051 - 247,880 116,008 35,094 96,778 33,900 20,441 12,469 4,795 1,920 

December 
31, 2042 

535 11.65 376,147 75,344 - 22,840 - - 277,962 130,086 31,948 115,928 38,675 22,777 13,579 4,994 1,917 

December 
31, 2043 

535 11.65 380,087 76,134 - 22,840 - - 281,113 131,561 32,344 117,208 37,240 21,422 12,480 4,391 1,615 
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Total discounted cash flow from proved reserves + probable reserves + possible reserves (3P) as at December 31, 2019 (in USD thousands for the Company's share) 

Cash flow items 

Until 

Quantity of 
condensate 

sales 
(thousands 
of barrels) 

(100% of the 
oil asset) 

Sales 
quantity 
(BCM) 

(100% of the 
oil asset) 

Revenue 
Royalties 
payable 

Royalties 
received 

Operating 
costs 

Development 
costs 

Abandonment 
and 

restoration 
costs 

Total cash 
flow before 

levy and 
income tax 
(discounted 

at 0%) 

Taxes Total discounted cash flow after tax 

Levy 
Income 

tax 
Discounted 

at 0% 
Discounted 

at 5% 
Discounted 

at 7.5% 
Discounted 

at 10% 
Discounted 

at 15% 
Discounted 

at 20% 

December 
31, 2044 

535 11.65 384,071 76,932 - 22,840 - - 284,299 133,052 32,913 118,334 35,807 20,119 11,455 3,855 1,359 

December 
31, 2045 

535 11.65 388,102 77,739 - 22,840 - - 287,522 134,560 33,465 119,497 34,437 18,899 10,516 3,385 1,143 

December 
31, 2046 

535 11.65 392,178 78,556 - 22,840 - - 290,782 136,086 34,012 120,684 33,123 17,755 9,655 2,973 962 

December 
31, 2047 

530 11.55 392,920 78,704 - 22,840 - - 291,375 136,364 34,084 120,927 31,610 16,550 8,795 2,590 804 

December 
31, 2048 

488 10.62 365,131 73,138 - 22,840 - - 269,153 125,963 31,691 111,498 27,757 14,195 7,372 2,077 617 

December 
31, 2049 

455 9.91 344,381 68,982 - 22,840 - - 252,559 118,198 30,281 104,081 24,677 12,326 6,256 1,686 480 

December 
31, 2050 

423 9.20 323,158 64,730 - 22,840 - - 235,587 110,255 28,204 97,128 21,932 10,700 5,307 1,368 374 

December 
31, 2051 

390 8.50 301,416 60,375 - 22,840 - - 218,200 102,118 26,077 90,006 19,356 9,224 4,471 1,102 288 

December 
31, 2052 

325 7.08 253,805 50,839 - 22,840 - - 180,126 84,299 20,812 75,015 15,364 7,151 3,388 799 200 

December 
31, 2053 

260 5.66 205,165 41,096 - 22,840 - - 141,228 66,095 16,053 59,081 11,524 5,239 2,425 547 131 

December 
31, 2054 

195 4.25 155,481 31,144 - 22,840 - 12,075 89,422 41,850 12,491 35,082 6,517 2,894 1,309 282 65 

December 
31, 2055 

130 2.83 104,737 20,980 - 22,840 - 12,075 48,843 22,858 7,526 18,459 3,266 1,416 626 129 29 

December 
31, 2056 

70 1.52 56,759 11,369 - 22,840 - 12,075 10,475 4,902 2,831 2,742 462 196 85 17 4 

December 
31, 2057 

- - - - - - - - - - - - - - - - - 

Total 17,212 375 11,438,070 2,291,115 - 846,311 188,775 36,224 8,075,644 3,640,087 963,190 3,472,367 1,650,091 1,242,162 980,392 680,705 522,466 

 

Note: It is clarified that the discounted cash flow figures, whether they have been calculated at a specific discount rate or without a discount rate, 
represent the present value but not necessarily the fair value.  

Forward-looking information: The discounted cash flows set out above are forward-looking information as defined in Section 32 of the Israel Securities Law. The 
information above is based on various assumptions, including the rate and duration of natural gas and condensate sales from the project, operational costs, 
capital expenditure, abandonment expenses, rates of royalties, and selling prices, including price adjustments according to the agreement with IEC, and there is 
no certainly whether these will materialize. It is noted that actual quantities of natural gas and/or condensate produced, the above expenses and revenues may 
be materially different from these estimates and assumptions, partly due to the market conditions and/or technical and operational conditions and/or regulatory 
changes and/or the supply and demand conditions in the local and/or export markets for natural gas and/or condensate and/or actual performance of the 
project and/or as a result of actual selling prices and/or due to geo-political changes. It should also be noted that price adjustment at the price adjustment dates 
set out in the IEC agreement may differ materially from the Partnership's assessment, among other things, due to actual natural gas prices in the local market at 
the price adjustment dates, all in accordance with the adjustment mechanism set out in the IEC agreement.  
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F. Sensitivity analysis for the main parameters of the discounted cash flow (gas price and quantity of gas sold) as at December 31, 2019 (USD thousands), performed 
by the Company  

Sensitivity/category Total 

Present value 
discounted at 

10% 

Present value 
discounted at 

15% 

Present value 
discounted at 

20% Sensitivity/category Total 

Present value 
discounted at 

10% 

Present value 
discounted at 

15% 

Present value 
discounted at 

20% 

10% increase in the price of gas 10% decrease in the price of gas 

Proved reserves 1P 2,078,892 897,971 671,165 531,846 Proved reserves 1P 1,673,786 729,835 546,642 433,608 

Probable reserves 942,393 130,760 62,105 36,454 Probable reserves 760,813 109,643 54,549 33,999 

Total 2P reserves 

Proved + probable reserves 
3,021,285 1,028,732 733,270 568,300 

Total 2P reserves 

(proved + probable 
reserves) 

2,434,598 839,478 601,191 467,607 

Possible reserves 824,891 51,449 15,160 5,237 Possible reserves 665,030 41,876 12,447 4,380 

Total 3P reserves 

(Proved + probable + 
possible reserves) 

3,846,176 1,080,180 748,430 573,537 

Total 3P reserves 

(Proved + probable + 
possible reserves) 

3,099,628 881,353 613,638 471,987 

15% increase in the price of gas 15% decrease in the price of gas 

Proved reserves 1P 2,181,159 940,812 703,052 557,127 Proved reserves 1P 1,572,308 687,153 514,735 408,181 

Probable reserves 987,821 136,163 64,107 37,168 Probable reserves 715,823 104,744 53,018 33,720 

Total 2P reserves 

Proved + probable reserves 
3,168,980 1,076,975 767,159 594,295 

Total 2P reserves 

(proved + probable 
reserves) 

2,288,131 791,897 567,753 441,901 

Possible reserves 864,943 53,822 15,819 5,436 Possible reserves 625,094 39,500 11,785 4,182 

Total 3P reserves 

(Proved + probable + 
possible reserves) 

4,033,923 1,130,797 782,979 599,731 

Total 3P reserves 

(Proved + probable + 
possible reserves) 

2,913,225 831,396 579,538 446,084 

20% increase in the price of gas 20% decrease in the price of gas 

Proved reserves 1P 2,281,616 981,723 732,981 580,435 Proved reserves 1P 1,471,464 644,891 483,188 383,074 

Probable reserves 1,033,232 141,597 66,153 37,933 Probable reserves 670,117 99,176 50,842 32,821 

Total 2P reserves 

Proved + probable reserves 
3,314,847 1,123,320 799,134 618,368 

Total 2P reserves 

(proved + probable 
reserves) 

2,141,581 744,067 534,030 415,895 

Possible reserves 904,991 56,193 16,476 5,632 Possible reserves 585,258 37,190 11,179 4,030 

Total 3P reserves 

(Proved + probable + 
possible reserves) 

4,219,838 1,179,513 815,610 624,000 

Total 3P reserves 

(Proved + probable + 
possible reserves) 

2,726,839 781,257 545,209 419,925 
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Sensitivity/category Total 

Present value 
discounted at 

10% 

Present value 
discounted at 

15% 

Present value 
discounted at 

20% Sensitivity/category Total 

Present value 
discounted at 

10% 

Present value 
discounted at 

15% 

Present value 
discounted at 

20% 

10% increase in the quantity of gas 10% decrease in the quantity of gas 

Proved reserves 1P  1,893,091   876,314   663,446   529,139  Proved reserves 1P  1,673,797   729,842   546,648   433,612  

Probable reserves  835,347   130,834   63,753   37,592  Probable reserves  760,819   109,643   54,549   33,999  

Total 2P reserves 

Proved + probable reserves 
 2,728,438   1,007,148   727,199   566,731  

Total 2P reserves 

(proved + probable reserves) 
 2,434,616   839,485   601,197   467,611  

Possible reserves  731,957   56,128   17,690   6,310  Possible reserves  665,035   41,876   12,447   4,380  

Total 3P reserves  

(Proved + probable + 
possible reserves) 

 3,460,395   1,063,276   744,889   573,042  

Total 3P reserves  

(Proved + probable + 
possible reserves) 

 3,099,652   881,361   613,644   471,991  

15% increase in the quantity of gas 15% decrease in the quantity of gas 

Proved reserves 1P  1,901,008   905,150   689,665   552,102  Proved reserves 1P  1,572,325   687,162   514,742   408,188  

Probable reserves  828,419   136,663   67,086   39,270  Probable reserves  715,833   104,746   53,019   33,720  

Total 2P reserves 

Proved + probable reserves 
 2,729,427   1,041,813   756,751   591,372  

Total 2P reserves 

(proved + probable reserves) 
 2,288,158   791,908   567,761   441,908  

Possible reserves  710,115   60,437   19,831   7,251  Possible reserves  625,102   39,500   11,785   4,183  

Total 3P reserves  

(Proved + probable + 
possible reserves) 

 3,439,542   1,102,251   776,582   598,623  

Total 3P reserves  

(Proved + probable + 
possible reserves) 

 2,913,260   831,408   579,546   446,090  

20% increase in the quantity of gas 20% decrease in the quantity of gas 

Proved reserves 1P  1,899,579   928,761   712,075   572,075  Proved reserves 1P  1,471,486   644,902   483,197   383,082  

Probable reserves  821,712   143,420   71,207   41,516  Probable reserves  670,129   99,178   50,843   32,821  

Total 2P reserves 

Proved + probable reserves 
 2,721,291   1,072,180   783,281   613,592  

Total 2P reserves 

(proved + probable reserves) 
 2,141,615   744,080   534,040   415,903  

Possible reserves  714,319   66,582   22,691   8,510  Possible reserves  585,269   37,191   11,179   4,030  

Total 3P reserves  

(Proved + probable + 
possible reserves) 

 3,435,610   1,138,762   805,972   622,101  

Total 3P reserves  

(Proved + probable + 
possible reserves) 

 2,726,884   781,271   545,219   419,933  
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G. Sensitivity analysis of the main linkage components of gas price according to the agreements of the Tamar Partners agreements for gas sales (US-CPI and 

Electricity Generation Price as at December 31, 2019 (USD thousands), performed by the Company:  

Sensitivity/category Total 

Present value 
discounted at 

10% 

Present value 
discounted at 

15% 

Present value 
discounted at 

20% Sensitivity/category Total 

Present value 
discounted at 

10% 

Present value 
discounted at 

15% 

Present value 
discounted at 

20% 

10% increase in the projected CPI 10% decrease in the projected CPI 

Proved reserves 1P 1,885,103 816,624 610,614 483,863 Proved reserves 1P 1,866,784 810,601 606,688 481,138 

Probable reserves 857,404 120,811 58,515 35,261 Probable reserves 845,991 119,465 57,997 35,051 

Total 2P reserves 

Proved + probable reserves 
2,742,508 937,435 669,129 519,124 

Total 2P reserves 

(proved + probable reserves) 
2,712,775 930,066 664,684 516,188 

Possible reserves 750,840 47,023 13,913 4,849 Possible reserves 739,396 46,360 13,731 4,796 

Total 3P reserves 

(Proved + probable + 
possible reserves) 

3,493,348 984,459 683,042 523,972 

Total 3P reserves 

(Proved + probable + 
possible reserves) 

3,452,171 976,426 678,416 520,984 

10% increase in the projected Cost of Electricity Generation 10% decrease in the projected Cost of Electricity Generation 

Proved reserves 1P 1,948,205 841,304 628,400 497,559 Proved reserves 1P 1,829,999 800,378 600,471 477,081 

Probable reserves 888,912 124,506 59,879 35,752 Probable reserves 809,968 115,411 56,456 34,422 

Total 2P reserves 

Proved + probable reserves 
2,837,117 965,810 688,279 533,311 

Total 2P reserves 

(proved + probable reserves) 
2,639,967 915,789 656,927 511,504 

Possible reserves 779,406 48,725 14,394 5,000 Possible reserves 696,251 43,900 13,060 4,596 

Total 3P reserves 

(Proved + probable + 
possible reserves) 

3,616,523 1,014,535 702,673 538,311 

Total 3P reserves 

(Proved + probable + 
possible reserves) 

3,336,219 959,689 669,987 516,100 
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H. Below is a sensitivity analysis for sales of quantities beyond the minimum quantities (take or pay) in accordance with the Partnership’s agreements for the sale of gas 
as at December 31, 2019 (USD thousand), which was prepared by the Company:  

Sensitivity/category Total 

Present 
value 

discounted 
at 10% 

Present 
value 

discounted 
at 15% 

Present value 
discounted at 

20% Sensitivity/category Total 

Present value 
discounted at 

10% 

Present 
value 

discounted 
at 15% 

Present value 
discounted at 

20% 

An increase in the sales quantity of gas for quantities that are beyond the take of pay, at 
10% 

A decrease in the sales quantity of gas for quantities that are beyond the take of pay, at 10% 

Proved reserves 1P 1,896,446 846,506 634,614 502,785 Proved reserves 1P 1,735,238 768,948 579,606 462,152 

Probable reserves 839,183 128,392 62,586 37,201 Probable reserves 760,445 109,134 54,020 33,467 

Total P2 reserves 

(Proved + probable 
reserves 

2,735,628 974,898 697,200 539,986 

Total P2 reserves 

(Proved + probable 
reserves) 

2,495,683 878,082 633,626 495,619 

Possible reserves 736,140 54,072 16,768 5,927 
Possible reserves 

  
665,147 41,939 12,495 4,417 

Total P3 reserves 

(Proved + probable + 
possible reserves) 

3,471,769 1,028,969 713,968 545,913 

Total P3 reserves 

(Proved + probable + 
possible reserves) 

3,160,830 920,021 646,121 500,036 

 

I. Sensitivity analysis for the price adjustment set out in the IEC agreement as at December 31, 2019 (USD thousands), performed by the Company: 

Sensitivity/category Total 

Present value 
discounted at 

10% 

Present value 
discounted at 

15% 

Present value 
discounted at 

20% Sensitivity/category Total 

Present value 
discounted at 

10% 

Present value 
discounted at 

15% 

Present value 
discounted at 

20% 

Reduced price at a rate of 0% Reduced price at a rate of 12.5% 

Proved reserves 1P 2,139,001 915,101 681,869 538,987 Proved reserves 1P 2,061,714 869,192 645,113 508,941 

Probable reserves 1,001,962 137,693 64,744 37,503 Probable reserves 1,002,065 137,925 65,004 37,779 

Total 2P reserves 

(proved + probable 
reserves) 

3,140,963 1,052,794 746,612 576,490 
Total 2P reserves 

(proved + probable reserves) 
3,063,779 1,007,117 710,118 546,720 

Possible reserves 888,183 55,101 16,161 5,534 Possible reserves) 888,156 55,084 16,147 5,522 

Total 3P reserves 

(proved + probable + 
possible reserves) 

4,029,146 1,107,895 762,773 582,025 

Total 3P reserves 

(proved + probable + 
possible reserves) 

3,951,935 1,062,201 726,264 552,243 
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J. Additional sensitivity analyses of the discounted cash flow value in the Tamar project 

In view of the sharp declines and volatility in Brent prices, which occurred in the period shortly 
before the publication date of the report, below are sensitivity analyzes for the Partnership’s 
discounted cash flows from the Tamar project relating to the Brent price. All amounts are presented 
in USD thousands: 73 

 Discounted cash flow figures according to the reserves report 

Category 

Present 
value 

discounted 

at 0% 

Present 
value 

discounted 

at 5% 

Present 
value 

discounted 

at 10% 

Present 
value 

discounted 

at 15% 

Present 
value 

discounted 

at 20% 

1P proved reserves 1,875,828 1,174,770 813,583 608,633 482,489 

Probable reserves 851,575 298,065 120,125 58,251 35,154 

Total 2P reserves (proved + 
probable reserves) 

2,727,402 1,472,834 933,708 666,885 517,644 

Possible reserves 744,964 177,257 46,684 13,821 4,822 

Total 3P reserves (proved + 
probable + possible 
reserves) 

3,472,367 1,650,091 980,392 680,705 522,466 

 

 Sensitivity analysis according to the updated Brent price graph (as defined above): 

Category 

Present 
value 

discounted 
at 0% 

Present 
value 

discounted 
at 5% 

Present 
value 

discounted 
at 10% 

Present 
value 

discounted 
at 15% 

Present 
value 

discounted 
at 20% 

1P proved reserves 1,662,305 1,058,450 742,347 560,608 447,564 

Probable reserves 700,196 248,611 102,623 51,689 32,640 

Total 2P reserves (proved + 
probable reserves) 

2,362,500 1,307,061 844,970 612,297 480,204 

Possible reserves 589,789 141,534 37,632 11,306 4,054 

Total 3P reserves (proved + 
probable + possible 

reserves) 
2,952,290 1,448,595 882,602 623,603 484,258 

 

  

 

73  Regarding the sensitivity analyses, the following should be noted: 

A. Other than the change in the Brent price, no changes were made to other projected cash flow parameters, 
such as: operating investments, capital investments, such as drilling of production wells (even if they can be 
postponed due to lower production volumes), and abandonment costs. 

B. Due to the change in the Brent price, an assumption was made of reduction of the contractual quantities to be 
sold under the Dolphinus Agreement to the minimum required under the Agreement, which, among other 
things, allows Dolphinus to reduce the take or pay quantity in a year in which the average daily Brent price (as 
defined in the Agreement) falls below USD 50 per barrel, to 50% of the annual contractual quantity. It should 
be noted that in the sensitivity analysis for the contingent resources (which includes reserves), it was assumed 
that some of the natural gas quantities not sold to Dolphinus, due to the reduction in quantities, will be sold on 
the local market, including with reference to the BDO demand forecast. 

C. The effect of the change in the Brent price relates mainly to revenue from the sale of natural gas under 
existing and future agreements of the Tamar reservoir, which include linkage to the Brent price, with emphasis 
on the Dolphinus Agreement, and subject to a minimum price, as well as revenue from the sale of condensate. 

D. It is clarified that these sensitivity calculations and the underlying cash flows were not assessed by the 
Partnership’s independent reserves evaluators (NSAI). 
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 Sensitivity analysis according to a Brent price of USD 25 per barrel, fixed throughout the production 
period: 

Category 

Present 
value 

discounted 
at 0% 

Present 
value 

discounted 
at 5% 

Present 
value 

discounted 
at 10% 

Present 
value 

discounted 
at 15% 

Present 
value 

discounted 
at 20% 

1P proved reserves 1,659,455 1,056,248 740,374 558,784 445,879 

Probable reserves 695,562 247,079 102,086 51,497 32,578 

Total 2P reserves (proved + 
probable reserves) 

2,355,017 1,303,326 842,459 610,281 478,458 

Possible reserves 585,951 140,630 37,394 11,236 4,030 

Total 3P reserves (proved + 
probable + possible 
reserves) 

2,940,967 1,443,956 879,853 621,517 482,488 

 

K. Reconciliation of the information in the report and information in previous reports relating to 
quantity of reserves attributed to the oil asset  

The main differences between the current reserves report and the previous reserves report in the 
2018 Periodic Report are due to production of 368 BCF of natural gas and 480 thousand barrels of 
condensate in 2019.  

L. Production data  

Production data for the Tamar project, attributable to the Company in 2019-201774  

Natural gas75 

 2017 2018 2019 

Total output (attributable to equity holders of the Company) in the 
period (in MMcf)  

54,926 52,925 48,529 

Average price per production unit (attributable to equity holders of 
the Company) (USD per MCF) 76 

5.33 5.49 5.46 

Average royalties (every payment 
derived from the output of the producing 
asset, including from the gross income 
from the oil asset) paid per production 
unit (attributable to equity holders of the 
Partnership) (USD per MCF) 

The State 0.6 0.61 0.62 

Third parties 0.1 0.09 0.11 

Interested parties 0.15 0.3577 0.39 

Average intake for royalties (all compensation arising from the 
output of the producing asset, including from the gross income from 
the oil asset) received per production unit (attributable to the 
Company’s share) (USD per MCF) 

0.2 0.478 0.2779 

 

74  It should be noted that as from the start of flow of natural gas from the Tamar project (March 30, 2013) and up to 
December 31, 2019, a total quantity of 61 BCM of natural gas and 85.2 million barrels of condensate was supplied 
to customers. It is further noted that the average daily production of natural gas in the last two years (January 1, 
2018-December 31, 2019) amounted to 1 BCF.  

75  The figures in the tables are rounded off to two digits after the decimal point. 
76  The average price per output unit weights the effective price of the Partnership, which includes the outline for the 

sale of natural gas from the Tamar project to the Yam Tethys project. For information about the outline, see section 
1.7.5(D)(5) of the 2018 Periodic Report. 

77  The royalty rate taken into account is 6.5%, which is the rate of royalties after ROI. 
78  Receipts for royalties include the share of Delek Energy in overriding royalties from the project until June 7, 2018 

(the date the royalty rights were transferred to Delek Royalties) at a rate of 6.5%, and the royalties paid to the 
Company and the Company’s share of the royalties paid to Cohen Development in this period. 

79  Proceeds for royalties include the Company's share in the overriding royalty from the project up to the date of the 
royalty from the project until the right to royalties was transferred to the up to the date of transfer of the right to the 
royalties to the Study Funds for Teachers and Kindergarten Teachers, as set out in the immediate reports dated 
July 21, 2019 (Ref. No. 2019-01-074494) and December 26, 2019 (Ref. No. 2019-01-114384), as well as the 
Company’s share of the royalties paid to Cohen Development in this period. 
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Natural gas75 

Average production costs per production unit ( attributable to equity 
holders of the Company) (USD per MCF)80  

0.36 0.39 0.46 

Average net intake per production unit ( attributable to equity 
holders of the Company) (USD per MCF) 

4.32 4.45 4.15 

Oil and gas profits levy  - - - 

Average net intake per production unit after oil and gas profits tax 
(attributable to equity holders of the Company) (USD per MCF)  

4.32 4.45 4.15 

Depletion rate in the reporting period in relation to the overall 
quantity of gas in the project (%)81 

3.44 3.29 3.31 

 

Condensate82 

 2017 2018 2019 

Total output (attributable to equity holders of the Company) in the 
period (thousands of barrels) 

73 69.2 63.5 

Average price per production unit (attributable to equity holders of 
the Company) (USD per barrel) 

47.1 63.0 56.42 

Average royalties (every payment 
derived from the output of the producing 
asset, including from the gross income 
from the oil asset) paid per production 
unit (attributable to equity holders of the 
Company) (USD per barrel) 

The State 5.3 7.0 6.38 

Third parties 0.8 1.1 1.31 

Interested parties 1.4 4.1 3.73 

Average intake for royalties (all compensation arising from the 
output of the producing asset, including from the gross income from 
the oil asset) received per production unit (attributable to the 
Company’s share) (USD per barrel) 

2 4.6 2.68 

Average production costs per production unit ( attributable to equity 
holders of the Company) (USD per barrel) 

2 2.1 2.50 

Average net intake per production unit ( attributable to equity 
holders of the Company) (USD per barrel)  

39.6 53.3 45.18 

Oil and gas profits levy  - - - 

Average net intake per production unit after oil and gas profits tax 
(attributable to equity holders of the Company) (USD per barrel)  

39.6 53.3 45.18 

Depletion rate in the reporting period in relation to the overall 
quantity of condensate in the project (%) 

3.5 3.31 3.35 

 

The Company declares that all of the above information has been prepared in compliance with the 
Petroleum Resources Management System (SPE-PRMS). 

M. Opinion of the valuator  

A reserves report prepared by NSAI for the Tamar project (which includes the Tamar and Tamar 
SW reservoirs), as at December 31, 2019, is attached to this report as a reference to the reserves 
report attached as Appendix D to the Partnership’s Periodic Report, and NSAI’s consent to include 
the reserves report in this report is attached to this report as Appendix A as a reference. 

 

80  The information includes current production costs only, and does not include exploration and development costs of 
the reservoir and the future tax payments by the Company. 

81  The depletion rate is the rate of natural gas produced in the relevant reporting period from the balance of the 
proved and expected reserves at the beginning of the reporting period or at the date production started, whichever 
is later. The depletion rate is calculated at the end of the year and not during the year. 

82  All the comments referring to the above table presenting the production data of natural gas also apply to this table, 
with the required changes. 
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N. Management declaration  

(1) Declaration date: May 2, 2020 

(2) Name of the corporation: Delek Group Ltd. 

(3) Name and position of the resource valuation officer in the Company: Gabriel Last, 
Chairman of the Board of Directors 

(4) We confirm that the valuator received all the information required to perform the work. 

(5) We confirm that no information has come to our attention that indicates any dependence 
between the valuator and the Company. 

(6) We confirm that, to the best of our knowledge, the resources reported are the best and 
most current estimates available to us. 

(7) We confirm that the information in this report was prepared in accordance with the 
professional terms listed in Chapter G of the Third Schedule to the Israel Securities 
Regulations (Prospectus Details and Draft Prospectus – Structure and Form), 1969, and 
within their meaning in the Petroleum Resources Management System (2018) as published 
by the Society of Petroleum Engineers (SPE), the American Association of Petroleum 
Geologists (AAPG), the World Petroleum Council (WPC), and the Society of Petroleum 
Evaluation Engineers (SPEE), as in effect at the approval date of the report. 

(8) We confirm that no change has been made to the identity of the valuator who prepared the 
most recent disclosure of the reserves in the Tamar project published by the Company. 

(9) We agree to include this statement in this report. 

  

 

 

 Gabriel Last  

Chairman of the Board of Directors 

 

(2) Contingent and prospective resources in the Dalit Lease  

For information about the contingent and probable resources attributed to the Dalit Lease, as at 
December 31, 2017, see section 1.7.4(I)(5) to the Company's periodic report for 2017 published on 
March 28, 2018 (Ref. No. 2018-01-031177) (“the 2017 Periodic Report”), and the resources report 
prepared by NSAI (“the Dalit Lease Resources Report”) attached as Appendix D to the Partnership’s 
2017 Periodic Report, which was published on March 21, 2018 (Ref. No. 2018-01-022209). The 
information in this report is included as a reference. As at December 31, 2019, there has been no 
change to this information, other than the change in the share attributable to equityholders of the 
Company, following the change in the Company’s holdings in the Partnership and the sale of the 
holdings to Cohen Development. The consent of NSAI to include the Dalit Lease Resources Report in 
this report and about the absence of significant changes in the Dalit Lease are attached as Appendix 
B.  
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Below is updated information about the Company's share in these resources, based on the Dalit 
Lease Resources Report: 

Contingent resources 

Contingent resources category 
Total BCF in the oil 

asset (gross) 

Total rate attributable to 
the equity holders of the 
Company (net) (BCF)83 

1C – low estimate  216.9 24.4 

2C – best estimate 270.7 30.3 

3C – high estimate 334.8 37.4 

 

Forward-looking information: There is no certainty that it will be commercially viable to 
produce any percentage of the contingent resources. 

Prospective resources 

Prospective resources 
category Prospect 

Total BCF in the oil 
asset (gross) 

Total rate attributable 
to the equity holders of 

the Company (net) 
(BCF) 

Low estimate  

West 1 134.2  14.8  

West 2 64.0  7.1  

West 3 2.9  0.3  

East 1 3.4  0.4  

East 2 1.8  0.2  

East 3 5.9  0.7  

Best estimate 

West 1 169.1  18.6  

West 2 80.8  8.9  

West 3 3.7  0.4  

East 1 4.3  0.5  

East 2 2.3  0.3  

East 3 7.4  0.8  

High estimate 

West 1 210.2  23.2  

West 2 101.8  11.2  

West 3 4.6  0.5  

East 1 5.5  0.6  

East 2 2.9  0.3  

East 3 9.3  1.0  

 

Note – There is no certainty that any part of these potential resources will indeed be 
discovered; if discovered, there is no certainty that it will be commercially possible to 
produce any part of the resources. The prospective information is not an assessment of the 
reserves and contingent resources, which can only be assessed after exploration drilling, if 
at all. 

 

83  The calculation of the Company's share in the resources attributable to the Dalit Lease is after payment of royalties 
and assuming that the ROI Date is after the sale of the total quantity (for 100% of the rights in the oil asset) of BCF 
70.6. Since the ROI Date is affected by gas prices, production rate, production and development costs, and the rate 
of royalties, and since the production system has not yet been planned and constructed, and agreements have not 
yet been signed for the sale of natural gas, the ROI Date may be materially different from the above. The rate 
attributable to the equity holders of the Company was calculated according to the Company’s holdings in the Dalit 
Lease as at the approval date of the report and assuming that the effective rate of State royalties is 12.5%. 
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Forward-looking information: The estimates of NSAI in respect of the contingent and 
prospective resources in the Dalit Lease is forward-looking information as defined in 
Section 32A of the Israel Securities Law and is partially based on geological, geophysical, 
and other information obtained from the wells and from the operator, and are the 
professional estimates and assumptions only of NSAI and there can be no certainty in their 
respect. Quantities of natural gas actually produces (if produced) may differ from these 
estimates and assumptions, partly due to technical and operational conditions and/or 
regulatory changes and/or the supply and demand conditions in the natural gas market 
and/or actual performance of the reservoirs. The estimates and assumptions may be revised 
if additional information becomes available and/or as the result of a range of factors related 
to oil and natural gas exploration and production projects. 

1.7.6. Rights in Cyprus - Block 12 Project 

(A) General 

(1) As at the approval date of the report, the Company’s rights in the Block 12 project are from its 
direct and indirect holdings of 54.7% of the unit capital of Delek Drilling, which holds 30% of the 
participating rights in the project, and from the Company’s and Delek Energy’s right to royalties 
from its share of the Partnership in the project, as set out in section sections 1.7.1(B)(1) above and 
1.7.6(I) below. All information below is as at the approval date of the report and relates to all of the 
Company’s direct and indirect rights in the project. 

(B) Background 

On February 11, 2013, the Cypriot authorities approved the transfer of 30% of Noble Cyprus’ rights 
in the production sharing contract dated October 24, 2008 (“the Production Sharing Contract”), 
which grants oil and/or gas exploration, appraisal, development and production rights in the 
exclusive economic zone of the Republic of Cyprus known as Block 12 (“Block 12”) and in the 
exploration license under the PSC (in this section below: “the Exploration License”). 

On November 7, 2019, the holders of rights in the PSC and the Cyprus government signed an 
amendment to the PSC (“the Amendment to the Production Sharing Contract”) and in parallel, the 
rights holders were granted rights to an exploitation license (in this section 1.7.6: “the License” or 
“the Exploitation License” or “Block 12 License”) and a development and production plan was 
approved for the reservoir (in this section 1.7.6: “The Development Plan”), as described in section 
1.7.6(L) below. The Production Sharing Contract and the Amendment to the Production Sharing 
Contract will be referred to as: “the PSC”. 

(C) General information about Block 12 

General information about the oil asset 

Name of oil asset Block 12 

Location An offshore area in the exclusive economic zone of 
Cyprus 35 km north west of Leviathan reservoir84 

Area 386 sq. km 

Type of oil asset and description of permitted 
operations according to the type 

Exploitation license granted subject to the PSC. 

Original grant date of the oil asset November 7, 2019 

Original expiry date of the oil asset November 7, 2044 

Decision date for extension of the term of the 
oil asset 

- 

Current expiry date of the oil asset November 7, 2044 (25 years from the license grant 

 

84 It should be noted that most of the Aphrodite reservoir is located in the exclusive economic zone of Cyprus, and a 
small part in the license area of the 370/Ishai field in the exclusive economic zone of Israel.  As at the approval date 
of the report, the Israeli and Cypriot governments are negotiating to regulate the rights of the parties in the 
Aphrodite reservoir. At the same time, the Aphrodite reservoir partners were contacted by the Yishai license 
partners and the Ministry of Energy regarding the need to regulate the rights of these parties prior to adoption of a 
resolution on the development of the Aphrodite reservoir. The position of the Aphrodite partners is that the matter is 
within the government’s authority and that they will act according to the mechanism for regulation of the rights of the 
parties as shall be decided by the government and in accordance with international law. 
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General information about the oil asset 

date).  

Note whether there is an additional option of 
extending the period of the oil asset: if there 
is such an option, note the period of the 

possible extension 

Extendable by 10 more years. 

Name of Operator Noble Cyprus 

Names of the direct partners in the oil asset 
and their direct share in the oil asset and, to 
the best of the Company's knowledge, the 
names of the controlling owners in the 

partners 

• Noble Cyprus (35%) 

• BC Cyprus (35%) To the best of the Company's 
knowledge, BG Cyprus is a subsidiary 
(indirectly) of Royal Dutch Shell Plc. ( “Shell”), 
an energy company that deals in all segments of 
the gas and oil industry and operates in over 70 
countries worldwide.  

• The Partnership (30%)  

 

General information about the Company's share in the oil asset 

Acquisition date of the lease for the 
purchased oil asset 

January 22, 200985 

Description of the Company's holding in the 
oil asset 

The Company holds the oil asset through its direct 
and indirect holdings in the Partnership’s 
participating units and its right to receive direct and 
indirect royalties.  

Effective share of oil asset revenues 
attributable to equity holders of the Company:  

For details, see section 1.7.6(I)  below.  

Total share of the Company's equity holders 
in the cumulative investment in the oil asset 
in the five years preceding the last day of  the 
reporting year (whether recognized as an 
expense or as an asset in the financial 

statements): 

USD 8,452 thousand 

 

(D) Additional information about the Block 12 and the PSC  

(1) In the PSC, the Partners undertook, among other things, to comply with the main milestones for the 
development of the reservoir, as follows: 

A. Drilling of an appraisal/development well in the license area in accordance with the development 
plan and completion within 24 months from the date of receipt of the Production License  

B. Completion of a detailed front end engineering design (“the FEED”), delivery of the outputs in 
accordance with the Development Plan and adoption of a final investment decision (“FID”) for 
development of the Reservoir, within 48 months after receiving the Production License. 

The PSC sets out circumstances in which the Partners in the License will be entitled to an 
extension for the purpose of compliance with the milestones, with the deadline for adoption of an 
FID being six years after receiving the Production License. It should be noted that failure to comply 
with the milestones set out in the PSC will constitute grounds for cancellation of the PSC, other 
than for reasons of force majeure (as defined in the PSC). 

(2) It is further noted that in the Amendment to the PSC, other changes and updates were made, 
including, with respect to the transfer of rights by the parties, approval of an annual budget and 
work plan, the manner of approving changes to plans and budgets, the manner of calculating the 
various expenses, changes in the grounds for termination of the PSC, arrangements for ensuring 
the plugging, dismantling, and removal of wells and facilities at the end of the term of the PSC, and 
more. 

 

85 As noted above, on February 11, 2013, the Cypriot authorities approved the transfer of the rights in the PSC and 
the exploration license to the Partnership. 
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(3) Payments to the Republic of Cyprus 

A. The Republic of Cyprus is entitled to one-time bonuses from the holders of rights in Block 12 when 
reaching the milestones for the average daily production rate for a continuous period of 30 days, 
which may amount to USD 9 million (for 100%). 

B. The PSC sets mechanisms for distribution of oil and natural gas It should be noted that the 
Republic of Cyprus may receive its share in the oil or natural gas in kind. 

 Oil sharing 

The Block 12 rights holders will share the oil produced (after offsetting the expenses set out below) 

with the Republic of Cyprus according to the average daily production rate of oil, if any86, as 

follows:  

Average daily production (in barrels)87 

Price per barrel (USD) 

Up to 50  50.01 to 100 Over 100 

The Republic of Cyprus' share (including Cypriot 
company tax) 

For the share of the average daily 
production of less than 50,000 barrels 
(inclusive) 

60% 63% 65% 

For the share of the average daily 
production of between 50,001 and 
100,000 barrels 

63% 67% 72% 

For the share of the average daily 
production of between 100,001 and 
150,000 barrels 

70% 75% 80% 

For the share of the average daily 
production of between 150,001 and 
200,000 barrels 

77% 80% 83% 

For the share of the average daily 
production of over 200,000 barrels 

83% 85% 85% 

 

 Sharing of natural gas 

a) Prior to its amendment dated November 7, 2019, the PSC set out a mechanism for sharing of 
natural gas produced in the license area based on the average daily production rate, as set out in 
section 1.7.7(C)2.b of the Company’s periodic report for 2018 that was published on March 31, 
2019 (reference no.: 2019-01-029344).   

b) Following the Amendment to the PCS, a new mechanism for sharing the natural gas output was 
established based on an R-factor. According to this mechanism, the partners will be entitled to 55% 
of the annual revenues from the natural gas output, up to coverage of all of their recognized capital 
and current expenses (“Expense Coverage Output”), whereas the balance (“Distributable Output”) 
will be divided between the partners and the Cypriot government according to the R-factor, the 
numerator of which consists of the total net accrued revenues and the denominator consists of the 
total accrued capital investments. According to the new mechanism, the Cypriot government’s 
share of the Distributable Output increases linearly as a function of the factor and will reach a 
maximum rate when the R-factor equals 2.5. In this regard: 

− “Net Accrued Revenue” means: the partners’ share of the revenue actually received from the 
gas output (including the Expense Coverage Output), less operating expenses borne by the 
partners in the lease area, as from the date of signing the PSC (October 28, 2008) to the end 
of the quarter preceding the calculation date (“the Calculation Period”). 

 

86 It should be noted that the oil sharing mechanism was not amended in the Amendment to the PSC.  
87 The calculation is made progressively based on the levels in the table. 
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− “Accrued Capital Investments” means: the development expenses, production expenses of a 
capital nature (excluding operating expenses) and all exploration expenses related to the area 
under the PCS actually incurred during the Calculation Period.  

For information regarding to participation rate of the equity holders in the Partnership, according to four 
theoretical scenarios only, according to which the R-factor was determined, see section 1.7.6(I) below. 

(4) The Republic of Cyprus' share of the natural gas and/or oil will be calculated every year from the 
sales revenues of the natural gas and/or oil remaining after offsetting the Block 12 project rights 
holders' expenses for exploration, appraisal, development, production and operation ( (“Block 12 
Expenses”)88 of up to 55% of the total revenues from the gas produced and up to 49% of the total 
oil revenues (“Production Intended to Cover Reimbursement of Expenses”). If the expenses are 
higher than the Production Intended to Reimbursement of Expenses, all the surplus will be carried 
over to the next year until the expenses are fully covered or until the PSC ends. Expenses not 
covered by the completion date of the PSC will not be reimbursed.  

(5) Expenses recognized in the Production Intended to Cover Reimbursement of Expenses under the 
PSC are subject to the approval of the Republic of Cyprus and include direct exploration and 
appraisal expenses; staff and subcontractor employment expenses; office rental; expenses for 
statutory environmental protection requirements, cost of materials, insurance expenses, legal fees, 
staff training expenses, the Operator's general and administrative expenses for the project, and 
any other reasonable expense required for reasonable and efficient exploration efforts. It is noted 
that the expenses to establish and operate an export facility are not recognized in the Production 
Intended to Cover Reimbursement of Expenses. 

(6) The bonuses in section 1.7.6(D)(3)a above do not include the foregoing offsettable expenses. 

(7) Payment of the Republic of Cyprus' share of the gas and/or oil produced also includes the 
corporate taxes that the rights holders will have to pay the Republic of Cyprus.  

(8) The Republic of Cyprus is also entitled, by prior written notice, to require the Block 12 rights 
holders to sell it gas from the production not intended to cover reimbursement of expenses, subject 
to the rights holders meeting their liabilities under natural gas supply agreements, if any.  

(9) Under the PSC, any change in control of Delek Group or the Partnership, indirectly or indirectly, is 
subject to the advance approval of the Republic of Cyprus. 

(10) Termination of the PSC 

A. The Republic of Cyprus may cancel the PSC by three or six months’ notice, as set out in the PSC, 
under one of the following conditions: (a) Breach of the provisions of Cypriot law and regulations; 
(b) arrears in payments to the Republic of Cyprus for three consecutive months; (c) breach of the 
development plan for six consecutive months, other than due to a force majeure event, as defined 
in the PSC; (d) regarding the production period, continuous suspension of production for two 
consecutive months or disruption of production for six consecutive months for reasons not 
approved by the Republic of Cyprus, other than a justified reason or force majeure event, as 
defined in the PSC; (e) financial or technical inability of a partners to meet their obligations under 
the PSC due to an event of bankruptcy, debt settlement, receivership of any of the partners or their 
parent company or any other event resulting in a material impairment of the financial or technical 
abilities of any of the partners compared to their state at the time of signing the PSC.  

B. The holders of rights in the project may waive their rights to any oil and/or gas field in the license 
area after giving six-months’ notice to the Republic of Cyprus. 

(11) Performance guarantees to the Republic of Cyprus 

According to the terms of the PSC, the Partnership is required by the Republic of Cyprus to provide 
a performance guarantee for its undertakings by the Partnership’s parent company. Accordingly, on 
April 18, 2013 Delek Group provided a performance guarantee, in an unlimited amount, in favor of 
the Republic of Cyprus, to secure fulfillment of all of the Partnership’s undertakings under the PSC 
(“the Guarantee”), as set out below: 

 

88 Block 12 Expenses are recognized every year according to a report submitted by the project operator and is limited 
to the budget submitted to the Republic of Cyprus for approval as part of the annual work plan approval process 
under the PSC.  
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A. For provision of the guarantee by the Company, the Partnership pays an annual fee as from the 
date of the guarantee and as long as it remains in force. The annual fee paid by the Partnership 
was USD 490 thousand for the first five years of the guarantee, and from the sixth year until the 
25th year of the guarantee, the annual fee is USD 368 thousand. If the Partnership’s holdings in 
Block 12 are reduced, the amount of the fee will decrease proportionally to the reduction of 
holdings of the asset. Naturally, if the Company is absolutely released from the guarantee, whether 
because an alternative guarantor is found or because the Partnership sells the Block 12 rights, the 
Partnership and the Company agree that payment of the guarantee fee will stop immediately .  

B. As long as the guarantee remains in force, the Partnership will not approve any new work plans in 
Block 12 and/or with respect to any other operation in Block 12 under the JOA with Noble Cyprus 
(“Block 12 Work Plan”)89, without: (1) insurance covering control of well expenses, including bodily 
injury, property damage and cleaning expenses for accidental pollution risks related to the 
Partnership's activities in Block 12 to the satisfaction of the Company (loss of control of a well and 
third party liability insurance90); (2) lawful approval of the competent organs in the Partnership for 
the terms of the contract with the Company, as set out above and below, and for arrangements for 
payment of the guarantee fee by the Partnership to the Company. It is noted that as at the approval 
date of the report, the Block 12 work plan for 2020 of USD 43.7 million (for 100% of the rights) has 
been approved. 

C. The Partnership also undertook that as from the guarantee date and as long as it remains in force, 
the following provision will apply: 

 If the Partnership sells its rights in Block 12, it will take steps to release the Company from the 
guarantee or its proportionate share thereof (in case of partial sale of the rights), as part of such 
sale, subject to the PSC and the decisions of the Cypriot authorities in this matter. It is noted that 
the sale of part if the rights the Block 12 rights will only be possible subject to arrangements for the 
division of liability and mutual indemnification with the potential buyer for the part of the rights, 
regarding its proportionate share. 

 The Company will have the right to demand by written notice, at any time and at its sole discretion, that 
the Partnership release it from the guarantee. In case of such demand, the Partnership undertook to 
make the necessary arrangements to release the Company from the guarantee, including selling or 
relinquishing its rights in Block 12, in whole or in part, if required for such release, without having to 
obtain further approvals at the Partnership. The Partnership also undertook to make arrangement to 
release the Company from the guarantee or alternatively to sign an agreement to sell the rights in Block 
12 within 12 months from provision of the written demand. In case of such sale, the Partnership 
undertook to complete the sale within six months from signing the sale agreement. 

 The Partnership will indemnify the Company for an unlimited amount for any damage and/or 
expenses of any type and/or payments which the Company bears (including expenses and/or legal 
fees and/or fees to experts), for enforcement of the guarantee and/or a claim and/or demand 
whose grounds are related to the guarantee and/or enforcement thereof. Without derogating from 
the foregoing, the Company will send the Partnership a notice immediately without delay 
concerning submission of any such claim and/or demand upon receipt thereof and allow the 
Partnership and/or anyone on its behalf to make the appropriate legal defense, which in its opinion 
is required under the circumstances, against such demand and/or claim and/or to negotiate for a 
settlement and/or to reduce the damage , should it succeed in doing so. 

D. Since the undertakings of the Partnership, BG Cyprus and Noble Cyprus under the PSC are join 
and several, the Company signed an agreement with the parent company of Noble Cyprus (“Noble 
Parent Company”) and with  parent company of BG Cyprus regarding the division of liabilities and 
mutual indemnification between them, regarding the Block 12 operations based the percentage of 
holding of the Partnership, Noble Cyprus and BG Cyprus in Block 12 (below in this section: “the 
Agreement”). The Agreement prescribes, inter alia, that: 

 Each party to the Agreement will be liable for any damage or liability related the operations in Block 
12, according to the rate of the corporation's contribution for producing such guarantee in favor of 
the Republic of Cyprus in Block 12 (namely, Delek Group at 30%, Noble Parent Company at 35% 
and BG Cyprus' parent company at 35%).  

 

89  The Partnership will give the Company advance notice of any intention to approve a work plan in Block 12. 
90 The Partnership signed an insurance policy covering it for accidental and unexpected damages relating to 

expenses for loss of control of well as well as third party liability insurance related to the operations in Block 12. 
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 Therefore, each party to the Agreement undertook to indemnify the other party or release it from 
liability for any damage or liability related the operations in Block 12 beyond the company’s rate of 
participation for provision of the guarantee in favor of the Republic of Cyprus in Block 12 “the 
Indemnification Undertaking”):  

 The amount or scope of such undertaking of the parties is limited to the insurance coverage of the 
Partnership Noble Cyprus and BG Cyprus under their operations in Block 12.   

 Each party to the Agreement undertook to obtain from their insurer a waiver of the right of 
subrogation against the other party to the agreement for damage or liability related to its activity in 
Block 12. 

 The Agreement sets out a binding arbitration mechanism to settle disputes between the parties. 

 The Agreement will remain in force until the JOA applicable to Block 12 ends, subject to final 
settling of accounts between the parties with respect to the Agreement.  

(E) Operations in the area of Block 12 before the Company held the oil asset 

Operation carried 
out by: 

Period in 
which the 

operation was 
carried out Summary of the operation 

Summary of the 
operating 
expenses 

Noble Cyprus 2011-2012 Preparations for the Aphrodite A-1 appraisal 
drilling, drilling and initial analysis of the 
drilling results, and preparation for the 
appraisal drilling91. 

- 

 

(F) Compliance with the terms of the binding work plan in Block 12 

The binding work plan in the Block 12 was completed in full by the approval date of the report.  

(G) Actual and planned work plan for Block 12   

The table below includes a summary of the main operations actually performed in the oil asset from 
January 1, 2017 through to the approval date of the report and a brief description of the planned 
operations:  

Period 
Summary of actual operations in the period 

or of the planned work plan 

Estimated total 
budget for 

operations on the 
level of the oil 

asset (USD 
thousands)92 

Actual participation 
of the Company's 

equity holders in the 
budget (USD 
thousands) 

2017 • Submission of a revised development plan.  

• On September 21, 2017, the partners 
submitted revised technical engineering 
sections for the Aphrodite reservoir 
development plan.  

• Continued geological, geophysical, and 
engineering analysis of existing databases in 
the license, partially by integrating information 
from adjacent fields and updating the 
geological model and flow model. 

• Assessment of a possible location for an 
appraisal well, the scope of the appraisal 
operation and preparation for additional drilling 
in the license area. 

• Continued analysis of the prospects in the 
license area, partially due to the findings from 
adjacent fields, and particularly technical and 
economic analysis of the deep prospect. 

 

 

1,471 

 

 

 

 

 

 

 

 

 

 

 

 

 

772 

 

 

248 

 

 

 

 

 

 

 

 

 

 

 

 

 

130 

 

91 The Aphrodite A-2 appraisal drilling began on June 7, 2013 and ended on October 2, 2013. 
92 The amounts for 2017-2019 are amounts that have actually been expended and audited in the financial statements. 
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Period 
Summary of actual operations in the period 

or of the planned work plan 

Estimated total 
budget for 

operations on the 
level of the oil 

asset (USD 
thousands)92 

Actual participation 
of the Company's 

equity holders in the 
budget (USD 
thousands) 

2018  • Continued assessment of various alternatives 
for development of the Aphrodite reservoir.  

• Continued geological, geophysical, and 
engineering analysis of existing databases in 
the license, partially by integrating information 
from adjacent fields and updating the 
geological model and flow model. 

• Assessment of a possible location for an 
appraisal well and the scope of the appraisal 
operation. 

• Continued analysis of the prospects in the 
license area, partially due to the findings from 
adjacent fields, and particularly technical and 
economic analysis of the deep prospect. 

• Planning for additional drilling in the license 
area  

1,898 

 

 

 

 

 

 

 

 

 

 

386 

 

341 

 

 

 

 

 

 

 

 

 

 

69 

 

 

2019 • Continued assessment of various alternatives 
for development of the Aphrodite reservoir.  

• Submission of a revised development plan for 
the Aphrodite reservoir to the Cypriot 
government. 

• Continued geological, geophysical, and 
engineering analysis of existing databases in 
the license, partially by integrating information 
from adjacent fields and updating the 
geological model and flow model. 

• Continued assessment of a possible location 
for an appraisal well, and its scope and cost. 

• Continued analysis of the prospects in the 
license area, partially due to the findings from 
adjacent fields, and particularly technical and 
economic analysis of the deep prospect. 

• Planning for additional drilling in the license 
area  

3,190 

 

 

 

 

 

1,175 

 

 

 

 

 

 

 

 

296 

 

573 

 

 

 

 

 

211 

 

 

 

 

 

 

 

 

53 

2020 
onwards93 

• Continued geological, geophysical, and 
engineering analysis of existing databases in 
the license, partially by integrating information 
from adjacent fields and updating the 
geological model and flow model. 

• Planning and drilling an appraisal well that will 
be converted, if necessary, into a production 
well. 

• Continued analysis of the prospects in the 
production license area, partially due to the 
findings from adjacent fields, and particularly 
technical and economic analysis of the deep 
prospect. 

• Preparation of a front end engineering design 
prior to adoption of a final investment decision. 

• Continued examination of the options for 
commercialization of the natural gas from the 
Aphrodite reservoir. 

 

107,500 

 

 

 

 

 

 

102,500 

 

2,000 

 

 

 

 

2,500,000 

-3,000,000 

 

18,378 

 

 

 

 

 

16,977 

 

331 

 

 

 

 

 

414,080 

496,896 

 

 

93 As at the approval date of the report, of foregoing budgets, the Block 12 partners approved a budget of USD 43.7 
million for 2020 (for 100% of the rights). 
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Period 
Summary of actual operations in the period 

or of the planned work plan 

Estimated total 
budget for 

operations on the 
level of the oil 

asset (USD 
thousands)92 

Actual participation 
of the Company's 

equity holders in the 
budget (USD 
thousands) 

• FID and development of the Aphrodite 
reservoir in the format set out in section 
1.7.6(L) below. 

 

Forward-looking information: The Company's estimate regarding the planned operations in 
Block 12 (including development of the Aphrodite reservoir), including costs, schedules, 
and actual performance, is forward-looking information, as defined in section 32 of the 
Israel Securities Law, based on estimates of the Partnership’s general partner regarding the 
components of the work plan, which are all based on estimates that the general partners 
received from the Operator. Implementation of the actual work plan, including schedules 
and costs is subject to the approval of the partners and may differ materially from the above 
estimate and is subject, among other things, to applicable regulation, technical capacity, 
and economic viability.  

(H) Actual participation rate in the Block 12 Expenses and revenues  

 

(I) P
a
r
t
i
c
i
p
a
t
i
o
n
 
r
a
t
es of the equity holders of the Company in revenues from Block 12 

The table below presents details regarding the participation rate of the equity holders in the 
Company out of the revenues from natural gas produced from the oil asset, if any, according to the 
new distribution mechanism, based on four theoretical scenarios only, according to which the R-
factor was set at 1, 1.5, 2 and 2.5. It should be emphasized that the data in the following table are 
based on calculations made under various work assumptions and assessments, among other 
things, regarding the production rate and sale of natural gas from the reservoir, the current 
production costs, etc., which may actually be materially different to the assessments and 
assumptions taken into account.  

As at the approval date of the report, the Partnership and the Company (and the other parties 
entitled to royalties from the Block 12 oil asset) have not yet examined the question of whether to 
royalties to be paid to the Partnership for its rights in the Block 12 project, out of its gross share in 
the oil asset, meaning prior to distribution of the gas to be produced between the Republic of 
Cyprus and the Partnership according to the provisions of the PSC, or out of the Partnership’s net 
share, meaning after deducting the Republic of Cyprus’ share, and the method of calculating the 
royalty from this asset is uncertain. The table below presents data regarding both of the foregoing 
options. 

Participation rate 
Percentage 
before ROI 

Percentage 
after ROI 

Rate 
grossed up 
to 100% 

before ROI 

Rate 
grossed 
up to 
100% after 

ROI Explanations 

Actual rate attributable to 
equity holders of the 
Company in the oil asset 

16.40% 16.40% 100% 100% For information, 
see section (a) 
above. 

Actual rate attributable to 
equity holders of the 
Company in revenues 
from the oil asset 

For details, see section 1.7.6(I)  below. 

Actual rate of participation 
of the Company's equity 
holders in expenses 
arising from exploration in 
the oil asset 

16.56%-
17.06% 

16.56%-
17.06% 

101%-104% 101%-
104% 

See the 
calculation in 
section 1.7.6(I) 
below. 
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R-factor  

 1 
R-factor 

1.5 
R-factor  

2 
R-factor  

2.5 Remarks 

Total revenues from natural 
gas output  

100% 100% 100% 100%  

Cypriot Republic’s share of 
the revenues from natural gas 
output 

15.75% 21.75% 50.75% 67.5% The figures in the table 
are based on calculations 
made on the basis various 
working assumptions, 
among other things, 
regarding the 
development and 
operating costs of the 
project, the rate of 
production and sale, gas 
prices, etc.  

The partner’s share of the 
revenues from natural gas 
output 

84.25% 78.25% 49.25% 32.5%  

The Company’s share in the 
oil asset  

16.40% 16.40% 16.40% 16.40%  

The Company’s share of the 
revenues from the natural gas 
output, before payment of 
overriding royalties 13.82% 12.83% 8.08% 5.33% 

 

Payment of overriding 
royalties to various parties 

0.74% 1.56% 1.56% 1.56% The parties entitled to 
royalties are the 
Company, Delek Energy 
and third parties. 
It should be noted that the 
figures in this table were 
calculated according to 
the Partnership’s position, 
whereby the overriding 
royalties in Block 12 apply 
to the Partnership’s share 
in the natural gas output, 
meaning after deducting 
the State’s share of the 
output (as opposed to 
overriding royalties from 
oil assets in Israel, which 
apply to the Partnership’s 
share in the output before 
payment of the State’s 
royalties under the 
Petroleum Law). 

Effective participation rate of 
the equity holders in the 
Company , in the revenues 
from the natural gas output, 
assuming that the royalties 
are calculated from the 
Partnership’s gross revenues 
(before deduction of the 
Republic of Cyprus’ share). 

13.08% 11.27% 6.52% 3.77%  
 
 
These revenues are from 
the Company’s and 
Delek Energy’s rights to 
royalties from the 
Partnership’s share.  

Effective participation rate of 
the equity holders in the 
Company , in the revenues 
from the natural gas output, 
assuming that the royalties 
are calculated from the 
Partnership’s net revenues 
(after deduction of the 
Republic of Cyprus’ share). 

0.45% 1.95% 1.95% 1.95% 
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R-factor  

 1 
R-factor 

1.5 
R-factor  

2 
R-factor  

2.5 Remarks 

Effective participation rate of 
the equity holders in the 
Company , in the revenues 
from the natural gas output, 
assuming that the royalties 
are calculated from the 
Partnership’s gross revenues 
(before deduction of the 
Republic of Cyprus’ share). 

13.53% 13.22% 8.47% 5.72%  

Effective participation rate of 
the equity holders in the 
Company , in the revenues 
from the natural gas output, 
assuming that the royalties 
are calculated from the 
Partnership’s gross revenues 
(before deduction of the 
Republic of Cyprus’ share). 

13.57% 13.14% 8.27% 5.46%  

 

Forward-looking information: The above figures regarding the participation rate of the 
equity holders in the Company from the revenues deriving from the oil asset, if any, is 
forward-looking information, as defined in section 32A of the Israel Securities Law. These 
figures are based to a large extent on various work assumptions and assessments, inter 
alia, regarding the production rate of natural gas from the reservoir, the natural gas 
quantities and selling prices, the development costs of the reservoir and facilities, the 
current production costs, etc. It is emphasized that in practice, these figures may be 
materially different to the foregoing assessments and assumptions, and are affected and 
contingent, inter alia, to completion of the detailed design of the development plan, actual 
performance of the project and various other factors over which the Company does not 
have full control or which it is unable to estimate with sufficient certainty.  

(J) Participation rates of the equity holders of the Company in exploration and development expenses 
in Block 12  

Description % 
Summary of the calculation method 

Royalties or payments 

Theoretical expenses for the oil asset 
(excluding royalties) 

100%  

Payments (derived from the expenses) at the oil asset level 

Operator 1%-4% The rate in the table refers to exploration expenses. 
These amounts are for payment of indirect expenses 
to the Operator and are in addition to reimbursement 
of direct expenses paid to the Operator. The rate of 
payment to the Operator decreases as exploration 
expenses increase.  

Total actual rate of expense at the level of 
the oil asset 

101%-
104% 

 

Share of the equity holders of the 
Company in the oil asset's expenses 
(linked) 

16.40%  

Total actual rate of the equity holders of 
the Company in expenses, at the oil asset 
level (before other payments at the level 
of the Company) 

16.56%
-

17.06% 

 

Payments (derived from the expenses) in respect of the oil asset and at the level of the Company (the 
following percentages will be calculated in accordance with the share of the equity holders of the 
Company in the oil asset) 

Actual rate of participation of the 
Company's equity holders in expenses 
arising from exploration, development or 
production operations in the oil asset 

16.56%
-

17.06% 

The Partnership pays management fees to the general 
partner, consisting of a fixed amount and a variable 
amount calculated from the exploration expenses. These 
amounts were not taken into account in this table. 
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(K) Royalties and payments paid during exploration, and development operations in Block 12 (USD 
thousands)   

Description 

Total share of 
equity holders of 
the Company in 

investment in the 
oil asset in this 

period  

Of which, the share 
of equity holders of 

the Company in 
payments to the 
general partner 

Of which, the rates of 
equity holders of the 

Partnership in payments 
to the operator (beyond 

the direct return of 
expenses) 

Actual budget invested in 2017 1,063 -  

Actual budget invested in 2018 1,302 - 42 

Actual budget invested in 2019 1,457 - 46 

 

(L) Development plan of the Aphrodite reservoir 

The development plan that was approved by the Cypriot government on November 7, 2019 is 
subject to updates in view of the results of the planned appraisal drilling, the FEED, and the 
progress in the commercial and financial aspects of the project, and includes the construction of a 
floating treatment and production facility in the license area, with an estimated maximum 
production capacity of 800 MMCF/d, through five production wells in the initial stage, and a subsea 
transmission system to the Egyptian market. According to the updated appraisal of the Operator, 
which was submitted to the Partnership and to the Cyprus government, and prior to completion of 
the technical-economic feasibility tests, including the FEED, the estimated cost of the Development 
Plan, without the installation cost of the pipelines to the target markets, is between USD 2.5 billion 
and USD 3 billion (in terms of 100%). The estimated budget for the work plan until the date of the 
FID is USD 150 million to USD 200 million (for 100%). Formulation of the development plan and 
the FID for development of the Aphrodite reservoir are subject, among other things, to an appraisal 
drilling/further development and to a FEED, commercial arrangements to develop the pipelines for 
export, signing of agreements for supply of natural gas, and compliance with the preconditions in 
the agreements, regulatory approvals, and financial arrangements. If the above preconditions are 
fulfilled, the date of commencement of natural gas supply from the Aphrodite reservoir might be in 
2025. It should be noted that the above estimated costs do not include costs for the development 
and installation of a pipeline for the export of natural gas from the Aphrodite reservoir. 

Forward-looking information: The foregoing information regarding the possible date of the 
FID, the estimated cost of the development plan and the possible date of commencement of 
natural gas supply is forward-looking information, as defined in section 32A of the Israel 
Securities Law, based largely on various estimates and work assumptions, inter alia, 
completion of the detailed design of the development plan, actual performance of the 
project and various other factors over which the Company does not have full control or 
which it is unable to estimate with sufficient certainty.  

(M) Contingent and prospective resources in Block 12 

For information about the contingent and prospective resources attributable to the oil asset of Block 
12 as at December 31, 2017, see section 1.7.7(K)(7) to the Company’s periodic report for 2017 and 
the resources report prepared by NSAI (in this section (M): “the Resources Report”) and attached 
as Appendix G to the Partnership’s periodic report for 2017, which contains information presented 
here by way of reference. As at December 31, 2019, there has been no change to the above 
information, other than a change in the share attributable to the Company’s equity holders, due to 
the change in the Company’s holdings in the Partnership and the sale of the Company’s holdings in 
Cohen Development. Attached as Appendix B to this report is NSAI’s consent to include its report 
in this report and the absence of material changes in Block 12.   

The table below presents updated data regarding the Company's share of the foregoing resources, 
based on the Resources Report: 
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Contingent resources 

Target Probability 

Total (100%) gas in the oil asset 
(gross) 

Total rate attributable to the equity 
holders of the Company (gross)94 

Natural gas 
BCF 

Condensate 
(million barrels) 

of natural gas 
BCF 

of condensate 
Million barrels 

Sands A Low estimate 14.9 0.0 2.4 0.0 

Best estimate 79.6 0.2 13.1 0.0 

High estimate 96.5 0.2 15.8 0.0 

Sands C Low estimate 1558.4 2.6 255.6 0.4 

Best estimate 2112.4 4.2 346.4 0.7 

High estimate 2737.2 6.0 448.9 1.0 

Sands D1U Low estimate 77.7 0.1 12.7 0.0 

Best estimate 588.4 1.2 96.5 0.2 

High estimate 856.0 1.9 140.4 0.3 

Sands D1L Low estimate 109.7 0.2 18.0 0.0 

Best estimate 437.3 0.9 71.7 0.1 

High estimate 541.6 1.2 88.8 0.2 

Sands D2 Low estimate 125.2 0.2 20.5 0.0 

Best estimate 309.5 0.6 50.8 0.1 

High estimate 448.2 1.0 73.5 0.2 

 

Note: There is no certainty that it will be commercially viable to produce any percentage of 
the contingent resources. 

Prospective resources 

Target Probability 

Total (100%) gas in the oil asset 
(gross) 

Total rate attributable to the 
equity holders of the Company 

(gross)95 

Natural gas 
BCF 

Condensate 
(million 
barrels) 

of natural gas 
BCF 

of condensate 
Million barrels 

Sands A Low estimate 6.2 0.0 1.0 0.0 

Best estimate 12.5 0.0 2.0 0.0 

High estimate 15.1 0.0 2.5 0.0 

Sands C Low estimate 34.8 0.1 5.7 0.0 

Best estimate 47.2 0.1 7.7 0.0 

High estimate 61.2 0.1 10.0 0.0 

Sands D1U Low estimate 119.9 0.2 19.7 0.0 

Best estimate 424.8 0.8 69.7 0.0 

High estimate 586.0 1.3 96.1 0.2 

Sands D1L Low estimate 158.6 0.3 26.0 0.0 

Best estimate 365.7 0.7 60.0 0.1 

 

94 Considering the Company’s holdings in the participating units of the Partnership as at the approval date of the 
report and that the Republic of Cyprus' share of the gas produced in Block 12 depends on the Production Rate, 
which is unknown and cannot be estimated as at the report publication date, it is impossible to determine net rate of 
the Company’s equity holders in the resources. Therefore, the above table includes the gross share of the 
Company’s equity holders before deduction of the Republic of Cyprus' share according to the provisions of the PSC 
and before royalties. 

95 Before deduction of the Republic of Cyprus' share under the provisions of the PSC and before payment of royalties. 
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Prospective resources 

Target Probability 

Total (100%) gas in the oil asset 
(gross) 

Total rate attributable to the 
equity holders of the Company 

(gross)95 

Natural gas 
BCF 

Condensate 
(million 
barrels) 

of natural gas 
BCF 

of condensate 
Million barrels 

High estimate 504.3 1.1 82.7 0.2 

Sands D2 Low estimate 56.6 0.1 9.3 0.0 

Best estimate 168.3 0.3 27.6 0.0 

High estimate 1719.9 3.8 282.0 0.6 

 

Note: There is no certainty that any part of these potential resources will indeed be 
discovered, and if discovered, there is no certainty that it will be commercially possible to 
produce any part of the resources. The prospective information does not lie within the 
bounds of an evaluation in respect of the reserves and contingent resources, which can 
only be evaluated after exploration drilling, if at all. 

Forward-looking information: The estimates of NSAI in respect of the contingent resources 
and prospective resources in the Aphrodite reservoir are forward-looking information as 
defined in section 32A of the Israel Securities Law, and are partially based on geological, 
geophysical, engineering and other information received from the operator, from wells 
drilled in the Aphrodite reservoir and from drilling in the adjacent reservoirs, and are the 
professional estimates and assumptions only of NSAI and there can be no certainty in 
respect of them. Actual quantities of natural gas and/or condensate consumed may be 
different from these estimates and assumptions, partly due to technical and operational 
conditions, regulatory changes, the supply and demand conditions in the natural gas 
market,  commercial conditions and/or actual performance of the reservoir. The estimates 
and assumptions may be revised if additional information becomes available and/or as the 
result of a range of factors related to oil and natural gas exploration and production 
projects. 

 

Consequences of the Covid-19 crisis 

As stated in section 1.7.2(F) above, due to the Covid-19 crisis, as at the approval date of the 
report, there is a high degree of uncertainty regarding the possible consequences of the crisis in 
2020 and thereafter, on the global economy in general and energy prices in particular. Therefore, if 
the Covid-19 crisis continues or deteriorates, this may prevent the possibility of making an 
investment decision in general and in new projects in particular. Due to the Covid-19 crisis, as at 
the approval date of the report, the Aphrodite Project partners are reassessing the project budget 
and work plan for 2020, after notifying the Cyprus government on the matter, and after the 
reassessment, there might be significant changes to the budget and work plan of the Aphrodite 
Project in 2020. 

1.7.7. Ofek Hadash License  

(A) On October 10, 2019, the transaction entered into by the Partnership with S.O.A. Energy Israel Ltd. 
(“SOA”) for the purchase of 25% (out of 100%) of the rights in the 405/Ofek Hadash license (“the 
Ofek Hadash License”), located in the Shfela region (Judean Foothills) in central Israel (in this 
section: “The Purchase Transaction”) was finalized. The Ofek Hadash License is a negligible oil 
asset compared to all of the Company’s operations and assets and, therefore, a limited description 
thereof is presented below.  

As at the approval date of the report, the Company’s rights in the asset are from its direct and 
indirect holdings of 54.7% of the unit capital of Delek Drilling, which holds 25% of the participating 
rights in the project, and from the Company’s and Delek Energy’s right to royalties from its share of 
the Partnership in the oil asset, as set out in sections 1.7.1(B)(1) above and 1.7.30(J) below. All 
information below is as at the approval date of the report and relates to all of the Company’s direct 
and indirect rights in the project. 
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(B) General Details 

General information about the oil asset 

Name of oil asset 405/Ofek Hadash 

Location Onshore license in the Shfela region in central Israel 

Area 344 sq. km 

Type of oil asset Oil exploration license 

Original grant date of the oil asset June 21, 2017 

Original expiry date of the oil asset June 20, 2021 

Decision date for extension of the term of the oil 
asset 

- 

Current expiry date of the oil asset June 20, 2020 

Note whether there is an additional option of 
extending the period of the oil asset: if there is 
such an option, note the period of the possible 
extension 

Subject to the Petroleum Law, it may be extended 
for another 4 years with an extension option for 
further 2 years in the event of a discovery. 

Name of Operator SOA  

Names of the direct partners in the oil asset and 
their direct share in the oil asset and, to the best 
of the Company's knowledge, the names of the 
controlling owners in the partners 

• SOA - 45%, to the best of the Company’s 
knowledge, the controlling shareholder of SOA is 
Saed Sarsur (a businessman, Israeli citizen and 
UK resident). 

• The Partnership - 25% 

• Globe Exploration (Y.C.D) Limited Partnership 
(“Globe”) - 20%, to the best of the Company's 
knowledge, the controlling shareholder of Globe 
is Globe Exploration, which serves as Globe’s 
general partner. 

• Capital Point Ltd. (“Capital”) - 10%, to the best of 
the Company's knowledge, Capital has no 
controlling shareholder. 

 

(C) The Company’s share in the oil asset  

General information about the Company's share in the oil asset 

Acquisition date of the lease for the purchased 
oil asset 

March 19, 2019 (date of execution of the purchase  
transaction) 

Description of the Company's holding in the oil 
asset 

 As set out in section (a) above. 

Effective share of oil asset revenues attributable 
to equity holders of the Company: 

In the right to participate in revenue:  

Before return on investment - 11.20% 

After return on investment - 10.52% 

 

In right to receive royalties: 

Before return on investment - 0.63% 

After return on investment - 1.88% 

 

Total revenue  

Before return on investment - 11.83% 

After return on investment - 12.40% 

Total share of the Company's equity holders in 
the cumulative investment in the oil asset in the 
five years preceding the last day of  the 
reporting year (whether recognized as an 
expense or as an asset in the financial 
statements): 

 

USD 423 thousand 
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(D) Actual and planned work plan 

The main activity planned for the Ofek License is re-entry into the existing Ofek 2-ST well and 
performance of production tests in the well.  

Below is a summary of the main activities actually carried out in the Ofek Hadash License from 
June 21, 2017 (date of grant of the Ofek Hadash License) until the approval date of this report, and 
a summary of the planned operations in the License, based on the planned work plan approved by 
the Commissioner of Petroleum Affairs on April 5, 2020, with approval to extend the term of the 
license until June 20, 2021. 

Period 
Summary of actual operations in the 
period or of the planned work plan  

Estimated total 
budget for 

operations on the 
level of the oil asset 

(USD thousands)  

Actual participation 
of the Company's 

equity holders in the 
budget (USD 

thousands)  

2017 • Consolidation, processing, analysis and 
summary of  all existing geological, 
geophysical and engineering data. 

• Digitization of sections and wells, 
consolidation and digitization of existing 
maps. 

• Submission of a signed contract with the 
data processing center to the 
Commissioner of Petroleum Affairs . 

11 - 

 

 

 

 

 

2018 • Signing of an agreement with a drilling 
contractor and submission of a production 
test plan to the Commissioner of 
Petroleum Affairs for approval.  

- - 

 

 

2019  • Submission of digitized seismic sections, 
log interpretation and petro-physical test 
plan to the Commissioner of Petroleum 
Affairs. 

• Submission of a plan for re-entry into the 
well and performance of production tests 
to the Commissioner of Petroleum Affairs 
on May 15, 2019. 

• Receipt of all permits and approvals 
required for breaking ground and 
performing the production tests, including 
approval from the land owners and the 
local council.  

30 

 

60 

 

 

351 

4 

 

9 

 

 

5 

2020 
onwards 

• Completion of the planning, preparation 
and performance of production tests in 
Ofek-2 well. 

• Submission of a summary report of the 
production tests to the Commissioner of 
Petroleum Affairs.  

10,30896 4,074 

 

Forward-looking information: The above information regarding the planned operations, 
costs, timetables and execution of the planned operations in the Ofek Hadash License is 
forward-looking information, as defined in section 32A of the Israel Securities Law, based 
the assessments of the general partner regarding the planned operations, costs, timetables 
and execution of the planned operations, and production rates, which are all based on 
assessments that the general partner in the Partnership received from the Operator (SOA). 
Actual planned operations, costs and timetables may be materially different from the above 
estimates, and are contingent, among other things, on appropriate decisions made by the 
Ofek Hadash partners, obtaining the approvals required by law, the completion of detailed 

 

96 As at the approval date of the report, of the foregoing budget, the partners of the Ofek Hadash License approved a 
budget of USD 3,638 thousand.  
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planning of the project components, bids from contractors, changes to suppliers and raw 
material markets, applicable regulation, technical ability and economic viability.  

Consequences of the Covid-19 crisis 

As stated in section 1.7.2(F) above, due to the Covid-19 crisis, as at the approval date of the 
report, there is a high degree of uncertainty regarding the possible consequences of the crisis in 
2020 and thereafter on the global economy in general and energy prices in particular. Therefore, if 
the Covid-19 crisis continues or deteriorates, this may prevent the possibility of making an 
investment decision in general and in new projects in particular. 

1.7.8. Yahel Hadash License 

(A) According to the purchase transaction executed by the Partnership with SOA as described above 
regarding the Ofek Hadash License, under the same transaction, the Partnership also purchased 
25% (out of 100%) of the participating rights in the 406/Yahel Hadash license (“the Yahel Hadash 
License”), which is located onshore in northern Israel.  

As at the approval date of the report, the Company’s rights in the asset are from its direct and 
indirect holdings of 54.7% of the unit capital of Delek Drilling, which holds 25% of the participating 
rights in the project, and from the Company’s and Delek Energy’s right to royalties from its share of 
the Partnership in the oil asset, as set out in sections 1.7.1(B)(1) above and 1.7.30(J) below. All 
information below is as at the approval date of the report and relates to all of the Company’s direct 
and indirect rights in the project. 

(B) General Details 

General information about the oil asset 

Name of oil asset 406/Yahel Hadash 

Location Onshore license in the Haifa Bay area, south of 
the Akko-Safed road and north of Yokneam 

Area 397.5 sq. km 

Type of oil asset Oil exploration license 

Original grant date of the oil asset June 21, 2017 

Original expiry date of the oil asset June 20, 2021 

Decision date for extension of the term of the oil 
asset 

- 

Current expiry date of the oil asset June 20, 2020 

Note whether there is an additional option of 
extending the period of the oil asset: if there is 
such an option, note the period of the possible 
extension 

Subject to the Petroleum Law, it may be 
extended for another 4 years with an extension 
option for further 2 years in the event of a 
discovery. 

Name of Operator SOA  

Names of the direct partners in the oil asset and 
their direct share in the oil asset and, to the best 
of the Company's knowledge, the names of the 
controlling owners in the partners  

• SOA - 45% 

• The Partnership - 25% 

• Globe - 20% 

• Capital - 10% 

 

(C) The Company’s share in the oil asset  

General information about the Company's share in the oil asset 

Acquisition date of the lease for the purchased oil 
asset 

March 19, 2019 (date of execution of the 
purchase  transaction) 

Description of the Company's holding in the oil 
asset 

 As set out in section (a) above. 

Effective share of oil asset revenues attributable 
to equity holders of the Company: 

In the right to participate in revenue:  

Before return on investment - 11.20% 

After return on investment - 10.52% 

 

In right to receive royalties: 
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General information about the Company's share in the oil asset 

Before return on investment - 0.63% 

After return on investment - 1.88% 

 

Total revenue  

Before return on investment - 11.83% 

After return on investment - 12.40% 

Total share of the Company's equity holders in the 
cumulative investment in the oil asset in the five 
years preceding the last day of  the reporting year 
(whether recognized as an expense or as an asset 

in the financial statements): 

 

USD 320 thousand 

 

(D) Actual and planned work plan  

On April 5, 2020, the Commissioner’s approval was received to extend the term of the license until 
June 20, 2021. Together with this approval, the Commissioner approved the revised milestones 
and their dates, as described in the following table:  

Period 
Summary of actual operations in the 
period or of the planned work plan  

Estimated total 
budget for 

operations on the 
level of the oil asset 

(USD thousands)  

Actual participation 
of the Company's 
equity holders in 
the budget (USD 

thousands) 

2019  • Completion of an environmental 
documents according to the Petroleum 
Regulations (Authorization of Deviation 
from the Provisions of the Planning and 
Building Law), 2012. 

• Submission of an application according 
to the uniform planning format together 
with an environmental document on 
June 11, 2019. 

• Hearing in the North District Planning 
and Building Committee on August 15, 
2019, including addressing the 
Committee’s terms. 

27 

 

 

 

 

12 

4 

 

 

 

 

2 

2020 
onwards97 

• Reprocessing of seismic data. 

• Planning and preparation prior to 
appraisal drilling in the License Area, 
including obtaining all required 
approvals. 

• Receipt of the District Committee’s 
decision to approve the appraisal drilling 
by January 31, 2020. 

• Submission of a drilling plan to the 
Commissioner of Petroleum Affairs for 
approval by February 28, 2020. 

• Commencement of appraisal drilling by 
June 30, 2020. 

• Submission of a summary report up to 
three months from the date of 
completion of the drilling. 

60 8 

 

Forward-looking information: The above information regarding the planned operations, 
costs, timetables and execution of the planned operations in the Yahel Hadash License is 
forward-looking information, as defined in section 32A of the Israel Securities Law, based 
the assessments of the general partner regarding the planned operations, costs, timetables 

 

97 As at the approval date of the report, the budget for 2020 onwards has not yet been approved by the partners. 
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and execution of the planned operations, and production rates, which are all based on 
assessments that the general partner in the Partnership received from the Operator (SOA). 
Actual planned operations, costs and timetables may be materially different from the above 
estimates, and are contingent, among other things, on appropriate decisions made by the 
Yahel Hadash partners, obtaining the approvals required by law, the completion of detailed 
planning of the project components, bids from contractors, changes to suppliers and raw 
material markets, applicable regulation, technical ability and economic viability.  

1.7.9. Alon D License  

(A) General 

As at the approval date of the report, the Company’s rights in the asset are from its direct and 
indirect holdings of 54.7% of the unit capital of Delek Drilling, which holds 52.941% of the 
participating rights in the project, and from the Company’s and Delek Energy’s right to royalties 
from its share of the Partnership in the oil asset, as set out in sections 1.7.1(B)(1) above and 
1.7.30(J) below. All information below is as at the approval date of the report and relates to all of 
the Company’s direct and indirect rights in the project. 

(B) General Details 

General information about the oil asset 

Name of oil asset Alon D 

 

Location Offshore asset, about 50 km north-west of the 
shores of Nahariya 

Area 400 sq. km 

Type of oil asset and description of permitted 
operations according to the type 

License 

Operations permitted under the Petroleum Law - 
exploration and production 

Original grant date of the oil asset March 1, 2009 

Original expiry date of the oil asset February 29, 2012 

Decision date for extension of the term of the oil 
asset 

January 18, 2015, March 31, 2015, August 24, 
2015 and August 21, 2017 

Current expiry date of the oil asset June 21, 2020, see section 1.7.9(C) below. 

Note whether there is an additional option of 
extending the period of the oil asset: if there is 
such an option, note the period of the possible 
extension 

-  

Name of Operator Noble 

Names of the direct partners in the oil asset and 
their direct share in the oil asset and, to the best 
of the Company's knowledge, the names of the 
controlling owners in the partners 

• Noble (47.059%) 

• The Partnership (52.941%) 

 

General information about the Company's share in the oil asset 

Acquisition date of the lease for the 
purchased oil asset 

The Alon D License is part of the licenses that were 
granted on March 1, 2009 instead of the 198/Alon 
preliminary permit. 

Description of the Company's holding in 
the oil asset 

As set out in section (a) above. 

Effective share of oil asset revenues 
attributable to equity holders of the 
Company: 

In the right to participate in revenue:  

Before return on investment - 24.02% 

After return on investment - 22.57% 

 

In right to receive royalties: 

Before return on investment - 0.79% 

After return on investment - 3.44% 

 

Total revenue  
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General information about the Company's share in the oil asset 

Before return on investment - 24.81% 

After return on investment - 26.01% 

Total share of equity holders of the 
Company in the cumulative investment in 
the oil asset in the five years preceding the 
last day of the reporting year (whether 
recognized as an expense or as an asset in 

the financial statements): 

USD 161 thousand   

 

 

(C) Compliance with the terms of the work plan in the Alon D License 

On February 16, 2016, the Commissioner of Petroleum Affairs informed the partners in the license 
that the Alon D License will expire on March 1, 2016 and failure to obtain the mandatory approvals 
required for drilling under law on behalf of other authorities, is not cause for extension of the Alon D 
License beyond the period set out in the Petroleum Law. Accordingly, on February 25, 2016, the 
partners in the license appealed the decision of the Commissioner of Petroleum Affairs with the 
Minister of Energy. 

On August 21, 2017 The Minister of Energy informed the partners in the license of his decision 
according to which the license will continue to be valid for 32 months from decision of the Minister 
of Energy (meaning until April 20, 2020), subject to the following conditions, with which the partners 
in the License must comply within a reasonable time: (A) The partners in the License will clarify to 
the Commissioner, in writing and without delay, that they acknowledge that at the moment there 
are still circumstances in the area preventing drilling, which are applicable until further notice, and 
that in the future there is no intention to recognize additional future obstacles in the area as 
grounds that will oblige further freezing of the License. (B) The partners will undertake to carry out 
an environmental survey within 18 months (meaning until February 20, 2019), in order to adapt the 
terms of the ongoing License to the standards acceptable in 2017. (C) The partners will reaffirm 
their commitment to drilling, within a reasonable time in the circumstances, from the moment that 
the go ahead is given to carry out drilling. On September 18, 2017, the partners in the license 
submitted a letter to the Minister of Energy, which includes the clarifications, undertakings and 
approvals as aforesaid. On January 16, 2018, the Operator sent the Commissioner of Petroleum 
Affairs a revised work plan for the Alon D License. On April 29, 2018, the operator sent the 
Commissioner of Petroleum Affairs a request for instructions to conduct the environmental survey. 
On May 1, 2018, the Commissioner of Petroleum Affairs sent the partners in the License a request 
for further information About the drilling and a map with coordinates was submitted to him on June 
6, 2018. On January 1, 2019, the Commissioner of Petroleum Affairs sent the partners of the Alon 
D License a request for further information regarding the intended location of the drilling in the Alon 
D License area, in order to provide detailed instructions regarding performance of the 
environmental survey. On February 21, 2019, the Partnership sent requested information to the 
Commissioner of Petroleum Affairs, in order to receive guidelines for conducting the environmental 
survey, and also requested to receive in-principle drilling approval. On November 19, 2019, the 
Commissioner’s in-principle approval to conduct the environmental survey in the area of the Alon D 
License was received, in which the Commissioner conditioned his approval on coordination of the 
launch of the survey with the Ministry of Defense. On December 8, 2019, the partners in the 
License sent the Petroleum Commissioner a repeat request for his in-principle approval for drilling 
the well in the License Area. Subsequently, on January 20, 2020, a letter was received from the 
Commissioner of Petroleum Affairs that he is unable to give in-principle approval, because drilling a 
well will be approved after the environmental survey has been conducted. On February 23, 2020, 
the partners in the License contacted the Commissioner of Petroleum Affairs to clarify that in order 
to conduct an environmental survey, an in-principle approval for drilling in the license area is 
required, and also pointed out the practical impossibility of conducting the environmental survey 
due to the security and political obstacles prevailing in the license area. In view of the foregoing 
and with attention to the short time remaining until the license expires, the partners in the License 
requested to extend the license for the term required to conduct the environmental survey (subject 
to obtaining an in-principle approval for the drilling) and for the drilling. Alternatively, they requested 
granting them a new license in place of the current license. On February 24, 2020, the 
Commissioner of Petroleum Affairs’ reply was received, that neither the Ministry of Energy nor the 
Minister of Energy intends to extend the term of the License or to grant the partners in the License 
a new license in its place without a competitive process. Subsequently, on March 23, 2020, the 
partners in the License filed an appeal with the Minister of Energy against the Commissioner’s 
decision, in accordance with section 80 of the Petroleum Law, requesting the Minister, among other 
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things, to cancel the Commissioner's decision and to instruct an extension of the Alon D License. 
The appeal was dismissed on April 7, 2020. However, it is noted that on March 25, 2020, the 
Emergency Regulations (New Covid-19 Pandemic)(Extension of Validity and Deferral of Dates), 
2020 were published, extending the validity of the license until June 21, 2020. On April 1, 2020, the 
Petroleum Council recommended launching of a competitive procedure in the license area (Block 
72). 

(D) Actual and planned work plan for the Alon D License 

Summary of the main activities actually carried out in the Alon D License areas from January 1, 
2017 through to the publication date of the report, and a summary of the planned activities:  

Period 
Summary of actual operations in the 
period or of the planned work plan 

Estimated total 
budget for 

operations on the 
level of the oil 

asset (USD 

thousands)98  

Actual participation 
of the Company's 

equity holders in the 
budget (USD 

thousands) 99 

2017 • Continued geological, geophysical, and 
engineering analysis of existing 
databases in the lease, partially by 
integrating information from adjacent 
fields 

• Acquisition of a new seismic survey 

 

35 

 

 

500 

 

11 
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2018  • Continued geological, geophysical, and 
engineering analysis of existing 
databases in the lease, including the new 
seismic material, partially by integrating 
information from adjacent fields 

• Presentation of the geological analysis to 
the Commissioner of Petroleum Affairs.  

• Meeting with the Ministry of Energy 
regarding conducting an environmental 
survey. 

 

 

142 

 

 

45 

2019  • Meeting with the Ministry of Energy 
regarding conducting an environmental 
survey. 

 

144 

 

46 

2020 
onwards 

 

• Conducting an environmental survey prior 
to an appraisal drilling and submission 
thereof to the Ministry of Energy. 

• Engaging with a drilling rig. 

• Drilling an appraisal well in the license 
area, if a decision is made and the 
appropriate permits are obtained to do so. 

 

 

 

 

100,000100 

 

 

 

 

 

30,000 

 

(E) Actual participation rate in the expenses and revenues in the Alon D License  

Participation rate  
Percentage 
before ROI 

Percentage 
after ROI 

Rate 
grossed up 

to 100% 
before  ROI 

Rate 
grossed up 

to 100% 
after ROI Explanations 

Actual rate attributable to 
equity holders of the 

Company in the oil asset 

28.94% 28.94% 100% 100% As set out in 
section (A) 

above. 

 

98  The amounts for 2019-2017 are amounts that have actually been expended and audited in the financial statements. 
99  The expenses in the table reflect the Company’s holdings in the Alon D License after the Merger of the 

Partnerships and completion of the Delek Energy tender offer, meaning 31.67%. 
100 The budget has not yet been approved by the partners in the Alon D License  
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Participation rate  
Percentage 
before ROI 

Percentage 
after ROI 

Rate 
grossed up 

to 100% 

before  ROI 

Rate 
grossed up 

to 100% 

after ROI Explanations 

Actual rate attributable to 
equity holders of the 
Company in revenues 

from the oil asset 

24.81% 26.01% 85.74% 89.89% See the 
calculation in 
section 0(F) 

below. 

Actual rate of 
participation of the 
Company's equity 
holders in expenses 
arising from exploration 
in the oil asset 

29.23%-
30.10% 

29.23%-
30.10% 

101%-104% 101%-104% See the 
calculation in 
section (F) 
below. 

 

(F) Participation rates of the equity holders of the Company in revenues from the Alon D License  

Description 

Percentage 
before return on 

investment 
Percentage after 

ROI 

Summary of the calculation 
method for royalties or 

payments  

Projected annual revenues 
of the oil asset  

100% 100%  

Royalties or payment (derived from revenues after the discovery) at the level of the oil: 

The State (12.5%) (12.5%) As stipulated in the Petroleum 
Law, the royalties are calculated 
at market value at the wellhead. 
The actual royalty rate may be 
lower due to deduction of 
expenses for the gas delivery and 
handling system up to the 
onshore gas receiving terminal.  

Adjusted revenues on the 
level of the oil asset 

87.50% 87.50%  

Share of the adjusted oil 
asset revenues attributable 
to the equity holders of the 
Company (linked) 

28.94% 28.94%  

Share of the equity holders 
of the Company in the 
actual rate of revenues, at 
the level of the oil asset 
(before other payments at 
the level of the Company) 

25.32% 25.32%  

Details of the royalties or payments (derived from the income after the finding) in respect of the oil 
asset at the level of the Company (the percentages below are calculated according to the rates of the 
equity holders of the Company in the oil asset): 

Rates of the equity holders 
of the Company in 
payments to related and 

third parties 

(1.30%) (2.75%) The Partnership pays royalties for 
its share in the oil asset at a rate 
of 4.5% before ROI and 9.5% 
after ROI, based on the market 
value of the royalty at the 
wellhead. 

The calculation method for the 
rate is based on principles for 
calculating royalties to the State, 
therefore the rate may change if 
the calculation method of royalties 
to the State changes. 

Total 24.02% 22.57%  
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Description 

Percentage 
before return on 

investment 
Percentage after 

ROI 

Summary of the calculation 
method for royalties or 

payments  

Rates of holders of the 
Company's equity rights in 
revenues due to additional 
royalties from the asset 

0.79% 3.44% These revenues are from the 
Company’s and Delek Energy’s 
rights to royalties from the 
Partnership’s share.  

The calculation method for these 
rates is based on principles for 
calculating royalties to the state, 
therefore these rates may change 
if the calculation method of 
royalties to the state changes. 

Actual rate attributable to 
equity holders of the 
Company in revenues from 
the oil asset  24.81% 26.01% 

 

 

(G) Participation rates of the equity holders of the Company in revenues from the Alon D License  

Description % 
Summary of the calculation method 

for royalties or payments 

Theoretical expenses for the oil 
asset (without royalties) 

100%   

Payments (derived from the expenses) at the oil asset level 

Operator 

 

1%-4% 

 

The rate in the table refers to exploration 
expenses. These amounts are for 
payment of indirect expenses to the 
Operator and are in addition to 
reimbursement of direct expenses paid 
to the Operator. The rate of payment to 
the Operator decreases as exploration 
expenses increase. Payment for 
development and production expenses 
is yet to be determined. 

Total actual rate of expense at 
the level of the oil asset 

101%-104% 

 

 

Share of the equity holders of the 
Company in the oil asset's 
expenses (linked) 

28.94%  

Total actual rate of the equity 
holders of the Company in 
expenses, at the oil asset level 
(before other payments at the 
level of the Company)  

29.23%-30.10%  

Payments (derived from the expenses) in respect of the oil asset and at the level of the Company 
(the following percentages will be calculated in accordance with the share of the equity holders of 
the Company in the oil asset) 

Actual rate of expenses for 
exploration in the oil asset, 
attributable to equity holders of 

the Company 

29.23%-30.10%  
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(H) Royalties and payments paid during exploration operations in the oil asset (USD thousands) 

Description 

Total share of equity 
holders of the 
Company in 

investment in the oil 
asset in this 

period101  

Of which, the share 
of equity holders of 

the Company in 
payments to the 
general partner 

Of which, the rates of 
equity holders of the 

Partnership in 
payments to the 

operator (beyond the 
direct return of 

expenses) 

Actual budget invested in 2017 19 Less than USD 1,000 - 

Actual budget invested in 2018 45 - 0 

Actual budget invested in 2019 45 - 0 

 

1.7.10. Yam Tethys project  

(A) As at the approval date of the report, the Company’s rights in the asset are from its direct and 
indirect holdings of 54.7% of the unit capital of Delek Drilling, which holds 48.5% of the participating 
rights in the project, and from the Company’s and Delek Energy’s right to royalties from its share of 
the Partnership in the oil asset, as set out in sections 1.7.1(B)(1) above and 1.7.30(J) below. All 
information below is as at the approval date of the report and relates to all of the Company’s direct 
and indirect rights in the project. 

The Company considers the Yam Tethys project, to be a negligible oil asset compared to all of the 
Company’s operations and assets and, therefore, a limited description thereof is presented below. 

(B) General Details 

General information about the oil asset 

Name of oil asset Noa Lease102 
Ashkelon Lease103 

Location Ashkelon Lease: 25 kilometers west of the Ashkelon 
Coast 
Noa Lease: 40 kilometers west of the Ashkelon Coast 

Area The total area of the leases is 500 square kilometers 

Type of oil asset and description of permitted 
operations according to the type 

Lease 
Operations permitted under the Petroleum Law - 
exploration and production  

Original grant date of the oil asset Ashkelon Lease - June 11, 2002 
Noa Lease - February 10, 2000 

Original expiry date of the oil asset Ashkelon Lease - June 10, 2032 
Noa Lease - January 31, 2030 

Decision date for extension of the term of the 
oil asset 

- 

Current expiry date of the oil asset Ashkelon Lease - June 10, 2032 
Noa Lease - January 31, 2030 

Note whether there is an additional option of 
extending the period of the oil asset: if there is 
such an option, note the period of the possible 
extension 

Subject to the Petroleum law for an additional 20 years 

Note name of Operator Noble 

Names of the direct partners in the oil asset 
and their direct share in the oil asset and, to the 
best of the Company's knowledge, the names 
of the controlling owners in the partners  

• The Partnership (48.5%) 

• Noble (47.059%)  

• The Company (4.441%) 

 

 

101 Including costs for which payments are not made to the Operator. 
102  The Noa gas reservoir was discovered in 1999 in the area covered by the Noa Lease. 
103  In the area of the Ashkelon Lease, the Mari B natural gas reservoir was discovered in 2000 and the Pinnacles 

natural gas reservoir was discovered in 2012. 
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(C) Actual and planned work plan for the Yam Tethys project  

The table below includes a summary of the main operations actually performed in the Ashkelon 
and Noa leases from  January 1, 2017 through to the approval date of the report and a summary of 
the planned operations:  

Period 
Summary of actual operations in the period or of 

the planned work plan 

Estimated total 
budget for 

operations on 
the level of the 
oil asset (USD 

thousands) 

Actual 
participation of 
the Company's 

equity holders in 
the budget (USD 

thousands) 

2017  • Production from the Mari B reservoir, ongoing 
operation and maintenance. 

• Assessment of the uses of existing infrastructure 
and maintaining or increasing production capacity. 

• Assessment of development works at the Noa 
reservoirs, including assessment of existing wells, 
conversion of existing wells to production wells, 
drilling of new wells, and assessment of the use of 
existing infrastructure. 

• Preparation for the future abandonment of wells and 
facilities in the Yam Tethys project  

• Continued update of the geological model and flow 
model, among other things, according to drilling and 
production data. 

• Mapping and definition of additional prospects in the 
area of the oil asset, including a prospect to the 
deep targets in the area of the oil asset. 

- - 

2018 • Production from the Mari B reservoir, ongoing 
operation and maintenance. 

• Assessment of the uses of existing infrastructure 
and maintaining or increasing production capacity. 

• Preparation for the future abandonment of wells and 
facilities in the Yam Tethys project  

• Continued update of the geological model and flow 
model, among other things, according to drilling and 
production data. 

• Mapping and definition of additional prospects in the 
area of the oil asset, including a prospect to the 
deep targets in the area of the oil asset. 

- - 

2019  • Production from the Mari B reservoir, ongoing 
operation and maintenance. 

• Assessment of the uses of existing infrastructure 
and maintaining or increasing production capacity. 

• Preparation for the future abandonment of wells and 
facilities in the Yam Tethys project 

• Continued update of the geological model and flow 
model, among other things, according to drilling and 
production data. 

• Mapping and definition of additional prospects in the 
area of the oil asset, including a prospect to the 
deep targets in the area of the oil asset. 

- - 

2020 
onwards 

• Assessment of the uses of existing infrastructure of 
the project. 

• Cold stacking of the Mari B platform, among other 
things, by disconnecting the gas pipeline to the 
platform (including from the reservoir, from the 
Tamar platform and from the 30” pipe), and removal 
of unnecessary equipment and materials.  
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Period 
Summary of actual operations in the period or of 

the planned work plan 

Estimated total 
budget for 

operations on 
the level of the 
oil asset (USD 

thousands) 

Actual 
participation of 
the Company's 

equity holders in 
the budget (USD 

thousands) 

• Plugging and abandonment of wells, according to 
the standards and guidelines of the Commissioner 
of Petroleum Affairs. Dismantling and abandonment 
of production facilities, according to the standards 
and guidelines of the Commissioner of Petroleum 
Affairs.  

• Mapping and definition of additional prospects in the 
area of the oil asset, including a prospect to the 
deep targets in the area of the oil asset. 

 

94,000104 

 

29,100 

 

 

Forward-looking information:  The Partnership's estimate regarding the planned operations 
in the Yam Tethys project, including costs, schedules, and actual performance, is forward-
looking information, as defined in section 32A of the Israel Securities Law, based on  
estimates of the general partners regarding the components of the work plan, which are all 
based on estimates that the general partner received from the Operator. Implementation of 
the actual work plan, including schedules and costs, may differ materially from the above 
estimate and is subject, among other things, to applicable regulation, technical capacity, 
and economic viability.  

1.7.11. Tanin and Karish Leases 

(A) General 

As at the approval date of the report, the Company’s rights in this asset are from its direct and 
indirect holdings of 54.7% of the unit capital of Delek Drilling, which holds the right to receive 
royalties from Energean, the holder of the rights in the Karish and Tanin Leases as set out in 
section (B) below, and from the Company’s and Delek Energy’s right to royalties from Energean for 
the Partnership’s rights sold to Energean, as set out in section 1.7.1(B)(2) above. All information 
below is as at the approval date of the report and relates to all of the Company’s direct and indirect 
rights in the oil asset. 

As at the approval date of the report, the Company considers the benefit from the Tanin and Karish 
Leases a negligible oil asset for the results of its operations and for its assets, and therefore, a 
limited description of the rights in the Tanin and Karish Leases is presented below. It should be 
noted that the following description is based mainly on Energean’s public information and the 
Company is unable to independently verify the correctness of the details presented therein. 

(B) Background 

Following the Government’s decision to ratify the Gas Outline Plan, on August 16, 2016, an 
agreement was signed between Avner, Delek Drilling and Energean Israel for the sale of all of the 
rights of the Partnership, Avner and Noble in the Tanin and Karish Leases for a payment that 
constitutes reimbursement of the past expenses invested in the leases by the Partnership, Avner 
and Noble plus royalties for the natural gas and condensate to be produced from the leases. Under 
this agreement, the Partnership is entitled to receive royalties from Energean for all of its rights for 
the natural gas and condensate to be produced from the Karish and Tanin Leases, at the following 
rates:  5.12% before payment of oil profit tax under the Taxation of Profits from Natural Resources 
Law, 2011 (“the Levy”) and before the ROI date; 2.47% before payment of the levy and after the 
ROI date; and 3.22% when payment of the levy starts and after the ROI date. 

 

104 The budget has not yet been approved by the partners in the Yam Tethys project. 
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General information about the oil asset 

Name of oil asset Tanin Lease 

Karish Lease  

Location Offshore assets, about 80-130 km west of the shores 
of Nahariya 

Area The area covered by the two leases together is 500 
square kilometers 

Type of oil asset and description of permitted 
operations according to the type 

Lease 

Operations permitted under the Petroleum Law - 
exploration and production 

Original grant date of the oil asset December 24, 2015 effective as from August 11, 
2014 (revised on April 25, 2017). 

Original expiry date of the oil asset August 10, 2044 

Decision date for extension of the term of the 
oil asset 

- 

Current expiry date of the oil asset August 10, 2044 

Note whether there is an additional option of 
extending the period of the oil asset: if there 
is such an option, note the period of the 
possible extension 

For a further 20 years, subject to the Petroleum Law. 

Name of Operator Energean Israel 

Names of the direct partners in the oil asset 
and their direct share in the oil asset and, to 
the best of the Company's knowledge, the 
names of the controlling owners in the 

partners  

• Energean Israel (100%) 

 

General information about the Company's share in the oil asset 

Acquisition date of the lease for the purchased 
oil asset 

- 

Description of the Company's holding in the oil 
asset 

As set out in section (A) above.  

Effective share of oil asset revenues 
attributable to equity holders of the Company: 

3.59% before payment of the levy and before the ROI 
date; 

4.79% before payment of the levy and after the ROI 
date;  

and 5.2% when payment of the levy starts and after 

the ROI date.  

Total share of equity holders of the Company in 
the cumulative investment in the oil asset in the 
five years preceding the last day of the 
reporting year (whether recognized as an 
expense or as an asset in the financial 
statements): 

USD (3,651) thousand105  

 

(C) Actual and planned work plan for the Tanin and Karish Leases 

To the best of the Company’s knowledge, the development plan of the Karish and Tanin natural 
gas discoveries submitted by Energean to the Commissioner of Petroleum Affairs was approved by 
the Ministry of Energy in August 2017 (below in this section: “the Development Plan”) whereby the 
Karish field will be developed in the first stage and the Tanin field will be developed later106.  

 

105  The investment is for the period prior to the sale to Energean in which the oil asset was held directly by the 
Partnership; the cost presented is the joint cost of the Partnership after the merger of the partnerships, meaning 
52.941%. The investment in this period includes an adjusted budget (decrease) of USD 3,651 thousand. 

106  https://www.gov.il/he/Departments/news/spokesperson_development  

https://www.gov.il/he/Departments/news/spokesperson_development
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According to Energean’s publications, on March 22, 2018 a final investment decision was adopted 
in the Karish and Tanin development project. 

On March 4, 2019, Energean announced commencement of the drilling plan in the Karish Lease, 
including drilling three production wells, and drilling of Karish North-1 appraisal well in the Karish 
North prospect. After this series of drillings, Energean has six further drilling options at its disposal 
under its agreement with that owners of the drilling rig (Stena Drilling Ltd.). On April 15, 2019, 
Energean released an announcement107 about a natural gas discovery in the Karish North-1 well. 
Subsequently, on November 4, 2019, Energean published an announcement108 about the appraisal 
activities in the Karish North-1 well, including a report about confirmation of resources of natural 
gas in a volume of 0.9 TCF (25 BCM) and light oil/condensate in a volume of 34 million barrels, all 
at the best estimate. This report is attached to Energean’s previous reports about the natural gas 
and light oil/condensate resources in the Karish and Tanin reservoirs as follows: Reserves (2P) of 
2.2 TFC natural gas and 31.8 million barrels light oil/condensate, contingent resources (2C) of 0.2 
TCF and 1 million barrels light oil/condensate, and additional quantities of prospective reserves. 
According to Energean’s reports in January and February 2020109, the production from the Karish 
reservoir is expected to start in the first half of 2021.  

It should be clarified that the foregoing information about the results of the appraisal activities in the 
Karish North-1 well is based on Energean’s publications, which do not include an appraisal report 
of an independent appraiser according to the PRMS principles and the Company is unable to verify 
its correctness independently. 

It should be emphasized that the Company does not bear the development plan expenses of the 
Karish and Tanin reservoirs. 

Consequences of the Covid-19 crisis 

As stated in section 1.7.2(F) above, due to the Covid-19 crisis, as at the approval date of the 
report, there is a high degree of uncertainty regarding the possible consequences of the crisis in 
2020 and thereafter on the global economy in general and energy prices in particular. If the Covid-
19 crisis continues or deteriorates, this may delay the progress of the development works of the 
Karish and Tanin reservoirs, resulting in a decrease in the current value of the royalties that the 
Company is directly and indirectly entitled to from the Karish and Tanin reservoirs. 

Forward-looking information: The above description of the planned activities in the Karish 
Lease, including timetables, and the date of gas flow from the Karish reservoir, is forward-
looking information as defined in the Israel Securities Law, and is based solely on public 
announcements by Energean. Implementation of the actual work plan, including timetables, 
may differ materially from the above and is subject, among other things, to applicable 
regulation, technical capacity, and economic viability. 

The following is a summary of the main operations actually carried out in the Tanin and Karish 
Leases as from January 1, 2017 through to the approval date of the report and a summary of the 
planned operations:  

Karish Lease 

Period 
Summary of actual operations in the period or of the 

planned work plan 

Estimated 
total budget 

for operations 
on the level of 
the oil asset 

(USD 
thousands)  

Actual 
participation of 
the Company's 
equity holders 
in the budget 

(USD 
thousands) 

2017 Approval of the Development Plan of the Karish and 
Tanin reservoirs 

Agreements with major suppliers and contractors 

Environmental survey 

- - 

 

107  https://maya.tase.co.il/reports/details/1224643  
108  See Energean’s announcement: https://maya.tase.co.il/reports/details/1260983/2/0  
109 http://ir1.q4europe.com/IR/Files/RNSNews/34273371/Energean_14594263.pdf  

https://maya.tase.co.il/reports/details/1224643
https://maya.tase.co.il/reports/details/1260983/2/0
http://ir1.q4europe.com/IR/Files/RNSNews/34273371/Energean_14594263.pdf
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Karish Lease 

Period 
Summary of actual operations in the period or of the 

planned work plan 

Estimated 
total budget 

for operations 
on the level of 
the oil asset 

(USD 

thousands)  

Actual 
participation of 
the Company's 
equity holders 
in the budget 

(USD 

thousands) 

2018 FID  

Design and start of production of a Floating Production 
Storage and Offloading (FPSO) installation with a 
production capacity of 8 BCM per year and 0.8 million 
barrels of hydrocarbon liquids, to be connected by a 24-
inch pipe to Dor beach. 

Planning of the subsea transmission system to connect 
the production wells of the Karish reservoir to the FPSO. 

- - 

2019 

 

Continued planning and manufacture of the FPSO. 

First exploration drilling in the Karish North prospect in 
March 2019. 

Drilling and completion of three production wells, as from 
the second quarter of 2019 and start of completion 
thereof. 

Continued planning, manufacture and installation of the 
subsea transmission system to connected the production 
wells of the Karish reservoir to the FPSO. 

Start of commercial flow of gas and hydrocarbon liquids 
from the Karish reservoir in 2021. 

- - 

2020 
onwards 

 

Completion of three production wells. 

Completion of the manufacture and installation of the 
subsea transmission system to connect the production 
wells to the FPSO and to the shore. 

Sailing of the PFSO hull, that will be manufactured at a 
shipping yard in China, to Singapore for installation of 
the gas and condensate production and treatment 
systems (the topsides). 

Completion of the installation of the gas and condensate 
production and treatment systems on the FPSO hull in 
Singapore. 

Sailing of the FPSO containing all relevant systems to 
Israel. 

Start of commercial flow of gas from the Karish reservoir 
in 2021. 

Drilling of additional production wells in the Karish 
reservoir, including in the Karish North reservoir, if 
necessary. 

- - 

 

Tanin Lease 

Period 
Summary of actual operations in the period or of 

the planned work plan 

Estimated total 
budget for 

operations on 
the level of the 
oil asset (USD 

thousands)  

Actual 
participation of 
the Company's 
equity holders 
in the budget 

(USD 
thousands) 

2017 • Approval of the Development Plan of the Karish 
and Tanin reservoirs According to the Energean 
reports and the Development Plan, the Tanin 
reservoir will be developed in the second stage, 
after development of the Karish reservoir (as set 
out above), according to the market demands, the 
performance of the wells and the system, and a 
schedule not yet established. 

- - 

2018 • Planning of a subsea transmission system for 
connection  

- - 
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Tanin Lease 

Period 
Summary of actual operations in the period or of 

the planned work plan 

Estimated total 
budget for 

operations on 
the level of the 
oil asset (USD 

thousands)  

Actual 
participation of 
the Company's 
equity holders 
in the budget 

(USD 
thousands) 

2019  • Planning of the production wells  

• Continued planning of the subsea transmission 
system to connect the production wells to the 
FPSO. 

- - 

2020 
onwards 

• Continued planning, manufacture and installation 
of the subsea transmission system to connect the 
production wells to the FPSO. 

• Planning, drilling, completion and connection of the 
production wells to the subsea system. 

- - 

 

1.7.12. Discontinued operations in the Mediterranean Sea 

Following are details about the oil assets whose operations were recently discontinued:   

(A) 399/Roi license (“Roi License”) 

Under an agreement dated November 26, 2012, the Partnership was granted an option to acquire 
participating rights at a rate of 20% (out of 100%) in the Roi license. On March 19, 2019, the 
Partnership informed the partners that the option had been exercised, and the parties agreed to 
certain changes to the terms of the option, according to which the Partnership will acquire from 
Ratio rights at a rate of 24.99% of the license. One of the preconditions for completing the 
transaction is an exemption for a restrictive arrangement. On July 28, 2019, the Competition 
Commissioner handed down a decision not to grant an exemption for a restrictive arrangement. To 
the best of the Company's knowledge, the Roi License is expected to expire on April 14, 2020, and 
the Partnership has not carried out the work plan in the license. On March 22, 2020, Ratio reported 
that the partners in the license notified the licensed partnership informed the Commissioner of 
Petroleum Affairs at the Ministry of Energy that they are forced to withdraw from the license and 
return their participating rights to the State. Under these circumstances, as at the approval date of 
the report, the Company regards the Roi License as an oil asset whose operations have been 
discontinued.   

(B) 353/Eran license (“Eran License”) 

On June 14, 2013, the Eran Exploitation License expired. For information about the legal 
proceedings related to non-extension of the license that ended in a mediation arrangement, see 
section 1.7.31(H)(1) below. 

1.7.13. Products in the Mediterranean discoveries  

(A) Natural gas 

The natural gas discovered in the reservoirs held by the Partnership are defined as dry (although 
during treatment thereof, small quantities of liquids were separated), without any corrosive 
components and composed mostly of methane gas. As such, the treatment required to transfer it to 
customers is minimal.  

Generally, natural gas can be transported in three main ways: (a) by pipeline; (b) by liquefaction 
(LNG) by cooling it to 161 degrees Celsius below zero, reducing its volume 600 times and allowing 
it to be transported and stored in large quantities; and (c) by compressing it (CNG), so that its 
volume is reduced 100-300 times, depending on the compression pressure.  

Both liquid and compressed gas can be transported in sizable quantities over large distances by 
special tankers.   

For information about the local gas market, including developments and changes, see section 
1.7.14(A) above and about the possibility of exporting natural gas and selling it on the international 
market, see section 1.7.14(B) below.    
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(B) Condensate 

During the production and treatment of natural gas, condensate is also produced, which is a natural 
byproduct of the condensation process of different natural gas components resulting from the 
differences between the pressure and temperature in the reservoir and those on the surface 
Condensate requires minimum treatment, mainly stabilization, to be able to transport it to the 
Partnership's customers and it is used mainly as a raw material in the production of distillates. It 
should be noted that the rate of condensate produced compared to the quantity of natural gas 
produced is relatively small. The quantity of condensate produced derives directly from the quantity 
of natural gas produced and is several barrels per MMCF of natural gas. For information about the 
engagement of the Partnership together with its partners in condensate supply agreements from 
the Tamar and Leviathan projects, see section 1.7.14(F) below. 

1.7.14. Customers 

(A) Local market: As at the approval date of the report, the Partnership, together with its partners in the 
Tamar and Leviathan project, supplies natural gas to the IEC, independent power producers, natural 
gas marketing companies and industrial customers as set out in section 1.7.14(D) below, and 
condensate from the Tamar and Leviathan projects, as set out in section 1.7.14(F) below. In addition, 
the Tamar and Leviathan partners are continuing various stages of negotiations aimed at signing 
binding agreements for the supply of natural gas and condensate to the local market from the Tamar 
and Leviathan projects. 

(B) Export: As at the publication date of the report, the Partnership and Tamar Petroleum, together 
with their partners in the Tamar Project, export  natural gas to Jordan under the agreements set out 
in section 1.7.14(E)(1)a below, and have signed a binding gas supply agreement, together with 
their partners in the Tamar project, to Egypt, as set out in section 1.7.14(E)(1)b below. The 
Partnership, together with its partners in the Leviathan project, also exports natural gas to Egypt 
and Jordan under the agreements set out in section 1.7.14(E)(2) below. Negotiations are also 
underway to export natural gas to other consumers, as set out in section 1.7.14(E)(3) below. 

(C) Main customers: IEC, NEPCO and Dolphinus are the Partnership’s largest customers and, 
therefore, cancellation of the agreements signed between them and the Tamar and Leviathan 
partners or non-compliance with them will materially impact the Partnership’s operations and future 
revenue. The Partnership’s revenue from gas sales to IEC from the Tamar project in 2017, 2018 
and 2019 constituted 54%, 50% and 46% of its total revenue, respectively. The remainder of the 
Partnership’s revenue in 2019 was from independent power producers, industrial customers in 
Israel and Jordan, and natural gas marketing companies. The Partnership estimates, in view of 
start of natural gas supply from the Leviathan reservoir to the local market, including IEC, and for 
export, and in light of its obligation to sell all of its rights in the Tamar and Dalit Leases according to 
the provisions of the Gas Outline Plan, as set out in section 1.7.26(A) below, its revenue from sales 
to IEC, NEPCO and Dolphinus in 2020 and 2021 is expected to be 65% and 68%, respectively, of 
its total revenue in the foregoing years. For information about the agreements of the Tamar and 
Leviathan partners with IEC, NEPCO and Dolphinus, see sections 1.7.14(E)(1) and 1.7.14(E)(2) 
below. 

Forward-looking information: The Company’s estimates regarding the scope of its revenue 
from IEC, NEPCO and Dolphinus in the coming years is forward-looking information, as 
defined in section 32A of the Israel Securities Law, and there is no certainty that it will 
materialize in the manner set out above or in any other manner, in whole or in part, and it 
might materialize in a substantially different manner, due to various factors, including 
changes in the volume, rate and timing of natural gas and condensate consumption by all 
Tamar and Leviathan project customers, including IEC, NEPCO and Dolphinus, the sale 
prices of natural gas and condensate from the Tamar and Leviathan reservoirs, and the 
decrease in rate of holdings of the Partnership in the Tamar reservoir. 

(D) Natural gas supply agreements  

(1) Agreements for the sale of natural gas by the Tamar Partners  
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A. The following tables presents the natural gas sales agreements signed by the Tamar Partners, as of the approval date of the report. It should be noted 
that, other than IEC and Dalia Power Energies Ltd. (“Dalia Energies”), the Tamar Partners have no other customer from which the revenue in 2019-2017 
constituted more than 10% of Delek Drilling’s revenue. The other customers with which the Tamar Partners have signed gas supply agreements have been grouped in 

the following table by price linkage established in these agreements. For further information about these agreements see sections 1.7.14(D)(1)c, 1.7.14(D)(1)d 
and 1.7.14(E)(1) below. For information about the engagement of the Partnership together with its partners in a condensate supply agreement with Paz 
Ashdod Refinery, see section 1.7.14(F)(1) below. 

 
Year of start 

of supply  

Basic gas 
supply 

period110 
Is there an option 
for an extension?  

Total maximum 
supply quantity 

(100%) (BCM)111 

The quantity 
supplied up to 

December 31, 2019 

(100%) (BCM) 
The main linkage basis for the price of 

gas 

IEC112 2013 15 years The IEC has an 
option for an 
extension for 
another two years. 

87 30 US CPI 

Dalia Energies113 2015 17 years Each of the parties 
has an option for 
an extension for 
another two years. 

23.3 5.2 The linkage formula is mainly based on 
linkage to the electricity production rate, 
and includes a minimum price. 

Other independent 
power producers 

2013-2020 15-18 years, 
some of the 
agreements 
are for shorter 
periods  

In some of the 
agreements, each 
of the parties has 
the option for an 
extension of one to 

44.6 16 In most agreements, the linkage formula is 
based on linkage to the electricity 
generation tariff and a small part to the US 
CPI. 

In some of the agreements, the linkage 

 

110  In most of the agreements, the gas supply period, which started at the date of flow for the relevant agreement, will be as set out in the table above or until the Buyers consume 
the maximum contractual quantity set out in the agreement, whichever is earlier. 

111  This quantity is the maximum quantity that the Tamar partners undertook to supply to the customers during the term of the agreements. The quantity of the customers’ 
commitment for acquisition is lower than this quantity (for information, see section 1.7.16 below). 

112  In the Company’s estimation, as at December 31, 2019, the financial balance of the agreement with IEC is USD 4,250 million (100%), based on the minimum gas quantities that it 
undertook to purchase or pay for (take or pay), assuming there is no carry forward (as defined below) and based on the Company’s estimate regarding the gas price during the 
supply period. For information about a possible amendment to the agreement between the Tamar partners and IEC and information about the negotiation between IEC and some 
of the Tamar partners (Tamar Petroleum, Isramco, Dor and Everest) in connection with a possible amendment to the agreement, see section 1.7.14(D)(1)d.21 below. For 
information about the competitive process for the supply of natural gas to IEC and the related legal proceedings, see section 1.7.14(D)(1)d.23 below. 

113  In the Company’s estimation, as at December 31, 2019, the financial balance of the agreement with Dalia Energies is USD 1,250 million (100%), based on the minimum gas 
quantities that it undertook to purchase or pay for (take or pay), assuming there is no carry forward (as defined below) and based on the Company’s estimate regarding the gas 
price during the supply period.  
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Year of start 

of supply  

Basic gas 
supply 

period110 
Is there an option 
for an extension?  

Total maximum 
supply quantity 

(100%) (BCM)111 

The quantity 
supplied up to 

December 31, 2019 

(100%) (BCM) 
The main linkage basis for the price of 

gas 

three more 

years.114  

formula is mainly based on linkage to the 
electricity production rate and in a small 
part to Brent prices. 

In all agreements, the gas price is based 
on a formula that includes a base price and 
linkage, with a minimum price. 

 

Industrial customers 
and natural gas 
marketing companies 

2013-2018 3-7 years In some of the 
agreements, each 
of the parties has 
the option for an 
extension of up to 
two more years. 

7.6 6.1 In most of the agreements, the linkage 
formula is based on linkage to Brent prices 
and includes a minimum price (while in one 
agreement, in addition to the above, the 
linkage formula is also based in a small 
part on the Cost of Electricity Generation). 
In one of the agreements, the linkage 
formula is based on the prices of liquid 
fuels and includes a minimum price, and in 
another agreement, the price formula is 
based on the base price set out in the Gas 
Outline Plan. 

APC and JBC export 
agreements (as 
described in section 
1.7.14(E)(1)a below) 

 

2017 (for 
further details, 
see section 
1.7.14(E)(1)(a) 
below). 

15 years Each of the parties 
has an option for 
an extension for 
another two-year 
term. 

3.1 0.4 The linkage formula is based on linkage to 
Brent prices and includes a minimum price. 

Export agreement - 
Dolphinus (as set out 
at length in section 

1.7.14(E)(1)b below). 

 

For 
information, 
see section 
1.7.14(E)(1)b 
below. 

15 years Each of the parties 
has an option for 
extension for 

another two years. 

25.3 - The linkage formula is based on linkage to 
Brent prices and includes a minimum price. 

Total    190.9 58  

 

 

114 With the exception of the extension period set out in some of the agreements, which can be extended until the start of commercial production from the Tanin and Karish 
reservoirs, including the agreement signed between the Tamar partners and Israel Chemicals Ltd. ("ICL") on February 21, 2018 (“the ICL Agreement with Tamar")  and the 
agreement signed by the Tamar partners and Bazan on April 19, 2019. 
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B. The following table includes data about the Tamar project revenue (the Partnership’s share) in 2017, 2018 and 2019, by price linkage established in them 
(USD millions)115:  

 2017 2018 2019 

Main linkage basis for the price 
of gas Customer 

Total revenue 
(USD millions) 

% of the total 
revenue  

Total revenue 
(USD millions) 

% of the total 
revenue  

Total revenue 
(USD millions) 

% of the total 
revenue  

IEC (CPI) 282.1 54 256.8 50 209.3 46 US CPI 

Independent power producers The linkage formula is mainly based on 
linkage to the Cost of Electricity 
Generation, and includes a minimum 
price. 

Dalia Energies  60.2 11 52.4 10 44.9 10 

Others 123.8 23 157.8 30 143.9 32 

Industrial customers and marketing companies The linkage formula is based mainly on 
linkage to Brent prices and includes a 
minimum price. 

 64.1 12 49.5 10 55.2 12 

 

 

115  The revenues in the table reflect the Partnership’s holdings in the Tamar Project at a rate of 31.25% until June 30, 2017, at a rate of 25.7% as from July 1, 2017 until December 
31, 2018, and at a rate of 22% as from January 1, 2019. 



 

C. Additional information about all agreements for sale of natural gas to the local market signed by the 
Tamar Partners 

D. In most of the agreements for the sale of natural gas, the buyers have a take or pay agreement for 
a minimum annual volume of natural gas according to a mechanism set out in the supply 
agreement (“the Minimum Quantity”). If those buyers do not purchase the minimum quantity in any 
given year, they will be required to pay to sellers for the difference between the minimum defined 
and the quantity actually purchased by them. It should be noted that in agreements that include an 
obligation for the Minimum Quantity, provisions and mechanisms were established that allow the 
buyers, after consuming the Minimum Quantity for a given year, to receive gas in that year for no 
additional payment, up to the quantity of gas that was not consumed in the prior years, for which 
they paid the sellers under their undertaking to the Minimum Quantity, as aforesaid (make up). 

Most of the supply agreements also set out a mechanism for the accumulation of excess quantity 
consumed by the buyers in the course of any year, and its use to reduce the buyers’ undertaking to 
purchase the Minimum Quantity, as set out above, in several subsequent years (“Carry Forward”).  

 Following the decision of the Competition Commissioner set out in section 1.7.26(A) below 
regarding an exemption from a restrictive arrangement for agreements in which the basic supply 
period is more than seven years, apart from the agreement with IEC (“the Long-Term 
Agreements”), in six agreements signed with the customers, each of the buyers has an option to 
reduce the Minimum Quantity, so that it will amount to 50% of the average annual quantity 
consumed in the three years prior to the notice of exercising the option, subject to adjustments as 
set out in the supply agreement (below in this section: “the Option”). Upon reduction of the 
Minimum Quantity, the other quantities in the supply agreement will be reduced accordingly. For 
information about the Competition Commissioner’s above decisions, see section 1.7.27(B)(3) 
below.  

In this context, it should be noted that at the beginning of 2019, the Tamar partners signed 
amendments to agreements with a number of independent power producers, including Dalia Power 
Energies, under which the producers undertook to purchase the full quantities of natural gas 
consumed in their facilities from the Tamar project, exclusively, commencing from the start of gas 
flow from the Leviathan reservoir until the date the producers exercise the Option (in this section 
below: “the Period”), if exercised. In addition, under the amendment, the parties agreed that to 
calculate the average quantity consumed by the producers under the agreements in the three 
years preceding the announcement of the exercise of the Option for the period, the calculation will 
be based on the Minimum Quantity (according to the mechanism set out in the amendments to the 
agreements) and not on the basis of the quantity actually  consumed. All of the amendments to the 
agreements have come into effect, including the amendment to the agreement with Dalia Energies.  

 Following the Gas Outline Plan, in natural gas supply agreements signed as from August 16, 2015 
for a period exceeding eight years, the consumer has a unilateral right to shorten the term of the 
agreement. This right will also be granted in agreements signed up to December 13, 2020 for a 
period exceeding eight years. For information, see section 1.7.26(A)(3)c. 

 Supply of the full quantities set out in the supply agreements signed prior to October 2012 uses the 
entire capacity of the production, treatment and transmission system (jointly below in this section: 
“the Production System”) of the Tamar Project at peak consumption hours, therefore agreements 
for the sale of natural gas signed after October 2012 include an interim period that began in May 
2015 and will end when the capacity of the Production System allows them to supply the quantities 
set out in the supply agreements (below in this section: (“the Interim Period”). In accordance with 
these agreements gas supply in the Interim Period will be subject, among other things, to the gas 
quantities available at that time, after supplying gas to customers that signed the supply 
agreements prior to October 2012, based on the mechanisms established for each supply 
agreement. In all the agreements in the Interim Period, the undertaking to purchase the Minimum 
Quantity described above will not apply. In November 2016, the Tamar Partners notified most 
customers that have signed agreements for the sale of natural gas starting in October 2012 
(according to the order of priority of signing the agreements), including independent power 
producers, among them Durad Energy Ltd. and OPC Rotem Ltd. (“OPC”), natural gas marketing 
companies and industrial customers, that on September 30, 2020, the Interim Period will come to 
an end and accordingly, the Tamar Partners will be able to supply natural gas to these customers 
under the agreements on a firm basis from then. On January 22, 2020, the Tamar Partners notified 
these customers that the end of the Interim Period (meaning September 30, 2020) was brought 
forward to March 1, 2020 and accordingly, as from this date, the Tamar Partners started supplying 
natural gas to these customers on a firm basis.  
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 The supply agreements include further provisions, including the following: The right to end the 
agreement in the event of material breach of liability, the right of the Tamar Partners to supply gas 
to the buyers from other natural gas sources, compensation mechanisms in the event of delay in 
gas supply from the Tamar Project or failure to supply the quantities set out in the agreement, 
limitations for the parties' liabilities in the agreement, provisions regarding the right of the parties to 
assign their rights under the agreements, exemption from the liabilities of the parties in the event of 
a force majeure event (as defined in the agreements), mechanisms for settling disputes between 
the parties and regarding the relations between the Sellers and themselves in everything 
connected to gas supply for the buyers.  

 In February 2020, the Tamar Partners informed several more customers of their intention to issue 
notices regarding the end of the Interim Period set out in the agreements with them, according to 
the notice periods set out in the agreements. 

 The agreements are subject to the laws of the State of Israel and interpreted accordingly.  

E. Additional information about the gas supply agreement between the Tamar partners and IEC 

 A gas supply agreement between the Tamar Partners and the IEC was signed on March 14, 2012 
and amended on July 22, 2012, May 7, 2015 and September 1, 2016 (below in this section: “the 
Agreement”), among other things, for the exercise of options to increase the gas quantities to be 
consumed by the IEC.  

 The Agreement period will continue until the total contract quantity in the Agreement has been 
supplied or until July 1, 2028, whichever is earlier, unless the Agreement is terminated earlier by 
one of the parties or extended, according to the terms of the Agreement.  

 Under the Agreement, IEC has an option to increase the Total Contract Quantity from 78 BCM to 
87 BCM and to increase the maximum hourly quantity (below in this section: “the Option”). The 
Option refers to two periods as follows: (A) Until April 15, 2013, IEC may exercise the option to 
announce an increase in the gas quantities to be consumed from January 1, 2017 to December 31, 
2018 (“the First Option”); (b) until April 15, 2015, IEC may exercise the option to announce an 
increase in the gas quantities to be consumed from January 1, 2019 until the end of the term of the 
Agreement (“the Second Option”), in accordance with the terms of the Agreement.  

 On April 11, 2013, IEC informed the Tamar Partners that it had decided to exercise the First Option 
by the end of 2018 and on April 16, 2015, informed them that it had decided to partially exercise 
the Second Option.  

 Under the amendment to the gas supply agreement between the Tamar Partners and the IEC, it 
was agreed that the date for increasing the quantities was set for January 1, 2017 and will continue 
until the end of 2018.  

 Based on exercising the increase option set out in subsection 4 above, the minimum annual 
quantity for billing from the date of commercial operation through to the exercise date of the First 
Option (meaning December 31, 2016) was 3.5 BCM. The annual minimum quantity for billing as 
from January 1, 2017 until December 31, 2018 was 5 BCM (subject to adjustments in accordance 
with gas sales of the Tamar Partners to independent power producers and the quantity of electricity 
generated by the IEC, but no less than 3.6 BCM annually). As from January 1, 2019 until the end of 
the term of the agreement, the minimum amount for billing will be 3 BCM annually. The agreement 
includes instructions for the calculation and adjustments of the minimum quantity for billing, 
including due to force majeure or failure to supply by the Sellers. A mechanism was also set out for 
the accumulation of excess quantity consumed by the buyers in the course of any year, and its use 
to reduce the buyers’ undertaking to purchase the Minimum Quantity, as set out above, in several 
subsequent years (“Carry Forward”). Accordingly, IEC may reduce the quantity purchased, using 
this mechanism, to a level of 1.75 BCM annually.  

 The gas price is set in accordance with a formula that includes a base price and linkage, based on 
the US CPI plus 1% per year until 2019 and less 1% per year from 2020 onwards. The gas price 
for one MMBtu unit in 2011 was calculated in accordance with the base price of USD 5.042. For 
the additional quantities of natural gas that will be consumed by IEC within the Option to increase 
the quantities in the agreement, as from 2014, the gas price (for a quantity above 24,000 MMBtu 
per hour consumed)  is linked only to 30% of the rate of the change in the US consumer price index 
(US-CPI) without adding or subtracting 1% per year. 

 The agreement stipulates two dates when each party may request an adjustment of the price 
(based on the mechanism set out in the agreement) if that party believes that the contract price is 
no longer appropriate for a long-term contract with a significant buyer for consumption of natural 
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gas in the Israeli market: After 8 years and 11 years from the date of commercial operation (as 
defined in the Agreement, as from July 1, 2013) from the Tamar Project (meaning July 1, 2021 and 
July 1, 2024), whichever is earlier. At the first adjustment date (July 1, 2021) (“the First Adjustment 
Date”), the adjustment to the price will be up to 25% (increase or reduction), and at the second 
adjustment date (July 1, 2024), the adjustment will be up to 10% (increase or reduction) of the price 

at that date116. If the Tamar Partners and IEC fail to reach an agreement on the price adjustment 
rate, each party is entitled to refer the matter to arbitration proceedings.  

 If one of the parties to the agreement fails to pay a payment which it is required to pay under the 
agreement on time, the amount in arrears will accumulate interest at an annual rate equivalent to 
Libor plus 5% as from the payment date under the agreement until actual payment. If the delay in 
payment continues for seven days or more, the party entitled to the payment may suspend 
provision or receipt of the gas, as the case may be, by 14 days written notice. If the delay in 
payment continues for 120 days from the relevant payment date, the party entitled to the payment 
may terminate the agreement by 14 days written notice. Exercising the right to terminate the 
agreement will not constitute a waiver of other remedies at that party’s disposal. 

 IEC or the Tamar Partners may terminate the agreement should the other party take any 
bankruptcy action (as defined in the agreement) which is likely to have a material adverse effect on 
the discharge of their obligations pursuant to the agreement, by giving at last 120 days' written 
notice. If due to a force majeure event the Tamar Partners or IEC are unable to implement any 
material undertaking required under the agreement and their inability to do so continues for a 
period of three consecutive years, the other party may terminate the agreement by prior written 
notice of at least 90 days. IEC and the Tamar partners agreed not to exercise any right they may 
have to lawfully terminate the agreement other than in connection with significant or continued 
breach of material provisions of the agreement, and only after granting a 120-day period to the 
party in breach to remedy such breach (unless a shorter period is stipulated in the agreement).  

 Under the agreement, should the Tamar Partners fail to supply the gas volume ordered by IEC 
pursuant to the agreement, and should the non-supply exceed the deviation allowed by the 
agreement, the Tamar Partners will compensate IEC in the subsequent month by selling gas at a 
discounted price up to the volume of gas not supplied. Furthermore, the agreement lists specific 
breaches for which damages are payable at higher rates. The agreement also sets limits for the 
liability of each party for breach of some of the agreement provisions at amounts specified in the 
agreement, both on an annual basis and throughout the agreement period. IEC is not liable to the 
Tamar Partners and the Tamar Partners are not liable to IEC for indirect, consequential or punitive 
damages or losses. The Tamar Partners will be liable separately and not jointly for breaches of the 
agreement. 

 The Tamar Partners operate jointly on issues such as development of the reservoir, the Tamar 
Partners’ facilities and gas production, delivery and supply according to each of the agreements. 
Concurrently, it was stipulated that none of the provisions in the agreement will be considered as 
creating mutual liability among the Tamar Partners, and each Tamar partner is individually liable to 
IEC for its share in the oil rights and in connection with any liability arising from the agreement. 
Although IEC may order gas volumes by a single notice to the Tamar partners’ coordinator, the 
volume considered ordered from each of the Tamar partners will be the portion of each of them out 
of the total volume ordered.  

 According to the agreement, gas is supplied on an hourly basis with a maximum volume per hour, 
according to procedures and mechanisms set forth in the agreement. 

 Gas is delivered at the connection point to the INGL pipeline near the receiving terminal or any 
other connection point agreed between the parties.  

 The natural gas supplied at the delivery point under the agreement is required to comply with 
specifications set out in the agreement. IEC has the right to refuse to receive non-compliant gas 
until such non-compliance is remedied. All disputes between the parties with regard to gas quality 
may be submitted to an expert for resolution at the request of any of the parties. 

 The assignment of the rights and obligations of IEC under the agreement is contingent upon the 
transferee having the technical and financial ability to meet its obligations under the agreement and 

 

116  In this regard, see the Company’s assumptions in the discounted cash flow figures in the Tamar Lease in section 
1.7.5(K)(1)b above. 
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also for transferring the proportionate part of the power stations of IEC (meaning, if a proportionate 
part of the rights and obligations are transferred to a transferee, it will also assume the 
proportionate part of the power stations of IEC). 

 IEC or the Tamar Partners, as the case maybe, will be released from liability under the agreement 
if non-compliance with their obligations under the agreement (including the oblation to make 
reasonable efforts) stems from a force majeure event, provided that implementation of such 
obligation was prevented, thwarted or delayed in light of the force majeure event. The term “force 
majeure” is defined in the agreement and includes mainly any event or circumstance beyond the 
control of IEC or the Tamar Partners (who acted and act reasonably and carefully), that caused 
IEC or the Tamar Partners to fail or be unable to perform one or more of their obligations (including 
the obligation to make reasonable efforts) according to the agreement.  

 Any dispute or claim in respect of the agreement will be solved by the decision of an expert on 
specific issues set out in the agreement (mainly of a professional technical nature), or in arbitration 
proceedings according to the procedures set in the agreement.  

 Disputes regarding issues in which the amount in dispute is lower than the agreed threshold set in 
the agreement will be heard before a single arbitrator, according to the arbitration rules of the 
Israeli Institute of Commercial Arbitration and the arbitration will take place in Tel Aviv. Any dispute 
in amounts exceeding the above threshold, but within the range set in the agreement, will be heard 
before a panel of three arbitrators and the arbitration will be conducted according to the rules of the 
London Court of International Arbitration (LCIA) and take place in Tel Aviv. Disputes regarding 
amounts exceeding the range set in the agreement will be heard before a panel of three arbitrators 
and the arbitration will be conducted according to the rules of the London Court of International 
Arbitration (LCIA) and take place in London.  

 On February 14, 2019, the Board of Directors of the Partnership’s general partner approved an 
amendment to the agreement regarding the price of the gas that will apply until the date of the first 
adjustment and with respect to the daily quantity of gas which IEC will be permitted to order under 
the agreement (in this section: “the Amendment to the Agreement”). The Amendment to the 
Agreement stipulates that from January 2019 until the date of the first adjustment (in this section: 
“the Interim Period”), the linkage section in the agreement (and set out in subsection 7 above) will 
not be implemented, so that the price to be paid by IEC will be the contract price that was in force 
in 2018. At the first adjustment date, the contract price will be adjusted as set out in the agreement, 
taking into account the contract price that would have been paid if not for the Amendment to the 
Agreement, meaning the contract price assuming application of the linkage set in the agreement, 
as set out in subsection 7 above. 

The Company estimates that the amount of savings to IEC from the above Amendment to the 
Agreement in the Interim Period is between USD 50 million and USD 85 million (in terms of 100%) 
(the Company’s share is between USD 11 million and USD 19 million (in this section: “the Amount 
of Saving”). 

The Amendment to the Agreement further stipulates that the  maximum daily gas quantity that the 
IEC may order under the Agreement (which the Tamar partners will be required to provide as an 
available quantity), will be reduced from 655,200 MMBtu to 500,000 MMBtu, without reducing the 
minimum annual quantity for which the IEC has committed to take or pay as set out in the 
Agreement.  

The Amendment to the Agreement is subject to the approval of the financing entities of some of the 
Tamar Partners and to the approval of the Competition Authority, if such approval is required by 
law. It should be noted that, to the best of the Partnership’s knowledge, on February 14, 2019, 
IEC’s Board of Directors approved the principles of the Amendment to the Agreement and 
authorized IEC’s management to sign it after receiving the relevant regulatory approvals, if 
necessary. As at the approval date of the report, the Amendment to the Agreement has not yet 
been signed, and the Company believes that it is uncertain whether it will be signed, among other 
things, due to the prolonged process for obtaining the required regulatory approvals for the IEC. 

Forward-looking information: The forecast of signing of the Amendment to the Agreement is 
forward-looking information, as defined in section 32A of the Israel Securities Law, 1968, 
and there is no certainty that it will materialize, in whole or in part, in the foregoing manner 
or in any other manner, and it may materialize in a substantially different manner, due to 
various factors, including non-receipt of the required regulatory approvals by IEC prior to 
signature of the Amendment to the Agreement, the approval of the entities financing the 
Tamar Partners’ share, the approval of all Tamar Partners, and the approval of the 
Competition Authority (if required).  
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The Company’s estimate regarding the future saving for the IEC is forward-looking 
information, as defined in section 32A of the Israel Securities Law, and there is no certainty 
that it will materialize, in whole or in part, in the manner stated or in any other manner, it 
may materialize in a substantially different manner, due to various factors, including 
changes in the amounts of natural gas consumed by the IEC will consume from the Tamar 
reservoir in the Interim Period and changes to the US CPI in the Interim Period. 

 With respect to reports of some of the Tamar Partners (Isramco, Tamar Petroleum and Dor) 
regarding the negotiations between these Tamar partners (and Everest) (in this section below: “the 
Other Tamar Partners”) and the IEC in connection with the amendment to an agreement between 
the partners in the Tamar project, including the Partnership, and the IEC, on September 24, 2019, 
the Partnership announced that the Other Tamar Partners had approached the Partnership and 
Noble several days earlier to present an outline for another possible amendment to the agreement 
(“the Other Amendment to the Agreement”). 

 It should be noted that as at the approval date of the report, there is a dispute between the 
Partnership and Noble and the Other Tamar Partners, regarding the ability of the Other Tamar 
Partners to compel the Partnership and Noble to agree to the terms of the Other Amendment to the 
Agreement, and to bear the cost of this amendment, for their share in the gas, a position that was 
rejected by the Partnership and Noble. Subsequently, on November 20, 2019, the Other Tamar 
Partners applied to the Competition Commissioner, requesting, among other things, that  she 
clarify that the Partnership and Noble are obligated to agree to market their share in the gas from 
the Tamar lease to a new customer or to amend a gas agreement from the Tamar lease to an 
existing customer to which the Partnership and Noble are a party, including the additional 
amendment to the IEC agreement, under the conditions agreed on by the Other Tamar Partners, 
without the involvement of the Partnership and Noble. A meeting was held at with various 
regulators, including the Competition Authority, and the Partnership’s position on the issue was 
presented. According to the Partnership’s position, requiring the Partnership to amend the IEC 
Agreement in accordance with the demand of the Other Tamar Partners, has no basis in law, 
including in the provisions of the “decision under section 14 of the Restrictive Trade Practices Law, 
1988, regarding granting an exemption from approval of a restrictive arrangement-agreement 
between Delek Group and Isramco Negev, Noble Energy, and others” of August 22, 2006 (“the 
Exemption Decision), nor in the provisions of the Gas Outline Plan, and obligating the Partnership 
would constitute a breach of both the Exemption Decision and the Gas Outline Plan. In addition, 
the Partnership believed that the Other Tamar Partners are not prevented from amending the 
agreement with the IEC for the gas quantities that they supply to the IEC, but they cannot compel 
the Partnership to bear the cost of the Other Amendment to the Agreement for the Partnership’s 
share in the gas, and that the entire purpose of the application of the Other Tamar Partners is to is 
to thwart the results of the competitive process for the supply of natural gas to the IEC which the 
Leviathan partners won (as set out at length below), and to nullify the ruling of the district court 
dismissing the administrative petition filed by the Other Tamar Partners against the IEC and the 
Leviathan partners regarding the selection of the Leviathan partners as the winner of the 
competitive process, which the Tamar partners appealed at the Supreme Court. Subsequently , on 
April 13, 2020, representatives of the Ministry of Energy’s Economic Department,  the Ministry of 
Justice’s Office of Legal Counsel and Legislative Affairs, the Ministry of Finance and the 
Competition Authority announced that before these authorities formulate their final opinion and 
consider further measures, they are allowing the parties to reach agreements that will make taking 
a formal position by the State unnecessary. The representatives of the ministries allotted a short 
period for the parties to formulate agreements. According to the notice, the agreements which the 
parties are required to reach must be of a type that eliminates the veto rights held by Noble, Delek 
and Isramco by virtue of the conduct that exists between the parties until now. At the approval date 
of the report, with the help of its legal advisors, the partners are studying the details of the 
foregoing announcement and the options at their disposal in order to reach such arrangements, 
including arrangements regarding marketing natural gas from the Tamar reservoir separately. For 
further information, see Note 12L1c2 to the Consolidated Financial Statements.  

 On December 2, 2018, IEC sent a request for a proposal to the Tamar and Leviathan partners for 
the supply of natural gas in an estimated annual quantity of 2 BCM, to be supplied from October 1, 
2019 or the date of commencement of gas production from the Leviathan reservoir, whichever is 
later, until June 30, 2021 or the date of commencement of gas production from the Karish 
reservoir, whichever is earlier (in this section: “the Supply Period” and “the Competitive Process”). 
During the Supply Period, IEC will contact only the awardee to purchase gas, according to its 
needs, beyond the gas supplied under the foregoing agreement with it. On March 7, 2019, the 
Tamar and Leviathan partners submitted proposals under the competitive process. 
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On April 4, 2019, the IEC notified the Leviathan partners that their proposal had been selected as 
the awardee of the competitive process. For information about the legal proceedings regarding the 
competitive process, see Note 24A2(5) to the Financial Statements and about signing of an 
agreement for the supply of natural gas from the Leviathan Project to IEC, see section 
1.7.14(D)(2)c below. 

Forward-looking information: These estimates of the total financial value of the above supply 
agreements, the quantities of natural gas to be purchased by the above buyers, and 
commencement of supply under the supply agreements is forward-looking information, as 
defined in section 32A of the Israel Securities Law, and there is no certainty that it will 
materialize, in whole or in part, and it might materialize in a substantially different manner, due 
to various factors, including non-fulfillment of the preconditions in each of the supply 
agreements (to the extent they have not yet been fulfilled), failure to obtain regulatory approvals, 
changes in the volume, rate and timing of natural gas consumption by each of the buyers, the 
gas price based on the formulas in the supply agreements, the USD-NIS exchange rate (if 
relevant to the supply agreement), Brent prices (if relevant to the supply agreement), the US-CPI 
(if relevant to the supply agreement), implementation and completion of the expansion project 
(if relevant to the supply agreement), construction and operation of the power station and/or 
other facilities of the buyers (if relevant to the supply agreement), exercise of the options 
granted to each party in the supply agreements, and their exercise date.  



 

(2) Agreements for the sale of natural gas from the Leviathan project  

A. In 2016-2019, the Partnership and the other Leviathan partners signed a number of agreements for supply of natural gas from the Leviathan project, the 
main ones being as follows: For information about the engagement of the Partnership together with its partners in condensate supply agreements, see 
section (F) below. 

 
Year of start of 

supply  Basic gas supply period117 Is there an option for an extension?  
Total maximum supply 

quantity (100%) (BCM)118 
The main linkage basis for the price of 

gas 

IEC 2020 1.5 years 119 Option for extension by mutual 
agreement of the parties 

 

The agreement does not 
specify a total maximum 
supply quantity. 

At the date of signing the 
supply agreement, the 
Partnership estimated the 
total quantity at 4 BCM at 
least.  

Unlinked fixed gas price 

Independent 
power 

producers120 

2020, or when 
commercial 
operation of 
the Buyers’ 
power station 
starts 
(whichever is 
later).   

9-20 years after the start of 
supply, except for one 
agreement, which 
stipulated that this period 
will start when commercial 
operation of the buyers' 
power station starts or 
when commercial 
operation of the Leviathan 
project starts (whichever is 
earlier).121 

Option for each of the parties to 
extend for another two years, with 
the exception of the agreement 
between ICL and the Leviathan 
partners122. 

32.7 The linkage formula of the 
agreements (other than the 
agreement between ICL and the 
Leviathan partners 123 ) is based on 
linkage to the Cost of Electricity 
Generation, and includes a minimum 

price. 

 

117 In most of the agreements, the gas supply period, which started at the date of flow for the relevant agreement, will be as set out in the table above or until the buyer consumes 
the maximum contractual quantity set out in the agreement, whichever is earlier. 

118  This quantity is the maximum quantity that the Leviathan partners undertook to supply to the customer during the term of the agreements. The quantity of the commitment for 
acquisition is lower than this quantity (for information, see section 1.7.16 below). It is noted that in some agreements, there is a mechanism whereby the Buyer may 
reduce/increase the quantities purchased (including the Total Contract Quantity) until the date set out in the agreement, based on its requirements and the provisions in the 
agreement. It is noted that several agreements do not stipulate a maximum supply quantity and, therefore, the above table ind icates the Partnership’s estimate regarding the 
quantity. 

119 For information about the term of the supply agreement with the IEC, see section 1.7.14(D)(2)c below. 
120 It should be noted that as at the approval date of the report, all of the preconditions of most of the above agreements were met. 
121  The supply agreement signed between the Leviathan partners and ICL on February 21, 2018 sets out a mechanism similar to the mechanism for extending the ICL agreement. 

For information regarding the natural gas supply agreement between the Leviathan partners and ICL, see immediate report dated February 22, 2018 (reference no.: 2018-01-
014532) which presents information presented here by way of reference. The supply agreements with Ashdod Energy Ltd. and Ramat Negev Energy Ltd. set out a supply period 
which will end ten years after the start of supply to these customers or when commercial production from the Karish reservoir starts, whichever is earlier. 
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Year of start of 

supply  Basic gas supply period117 Is there an option for an extension?  
Total maximum supply 

quantity (100%) (BCM)118 
The main linkage basis for the price of 

gas 

Industrial 
customers 

2020 7-15 years Each of the parties has an option for 
extension for another year. 

3.2 The linkage formula is partially based 
on linkage to Brent prices and in part 
to the electricity production rate, and 
includes a minimum price. There is 
also a partial linkage to the refining 
margin index and the general TOU 
index published by the Israel 
Electricity Authority. 

Nepco export 
agreement 
(as set out at 
length in 
section 
1.7.14(E)(2)a 

below) 

2020 15 years Option for an extension for up to two 
more years 

45 The linkage formula is based on 
linkage to Brent prices and includes a 
minimum price.   

Dolphinus 
export 
agreement 
(as set out at 
length in 
section 
1.7.14(E)(2)b 
below).  

2020 15 years 

 

Each of the parties has an option for 
extension for another two years. 

60 The linkage formula is based on 
linkage to Brent prices and includes a 
minimum price. 

The agreement includes a 
mechanism for an update of the price 
at a rate of up to 10% (addition or 
reduction) after the fifth year and after 
the tenth year of the agreement upon 
the fulfillment of certain conditions set 
out in the agreement. 

Total    145  

 

122 Ibid. 
123 For further information, see footnote 113 above.  
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B. Additional information about all agreements for sale of natural gas signed by the Leviathan partners 
(excluding the IEC agreement) 

 In each of the agreements for the sale of natural gas, the buyers have a take or pay agreement for 
a minimum annual volume of natural gas according to a mechanism set out in the supply 
agreement (“the Minimum Quantity”). It should be noted that the agreements specify provisions 
and mechanisms allowing each of the buyers to receive gas at no additional charge up to the 
volume paid for, on account of gas not consumed. The supply agreements also specify a 
mechanism for the accumulation of excess volume consumed by the buyer in the course of any 
year, and its use to reduce the buyer's undertaking to purchase the Minimum Quantity, as set out 
above, in several subsequent years (“Carry-Forward”). 

 In accordance with the Gas Outline Plan, each of the buyers in agreements signed until June 13, 
2017 and for a term exceeding eight years has an option to reduce the Minimum Quantity to an 
amount equal to 50% of the average annual quantity actually consumed in the three years prior to 
the notice of exercising the option, subject to adjustments as set out in the supply agreement (in 
this section: “the Option”). Upon reduction of the Minimum Quantity, the other quantities in the 
supply agreement will be reduced accordingly. Each of the buyers may exercise the Option by 
notice to the Sellers, over a period of three years, starting from five years after gas starts to flow 
from the Leviathan project to the Buyer or four years after the Commissioner approves the transfer 
of rights in the Karish and Tanin Leases under the Natural Gas Outline Plan (meaning December 
13, 2020) (whichever is later). If the Buyer gives notice of exercise of the Option, the quantity will 
be reduced twelve months after delivery of the notice.  

 The supply agreements set out a number of preconditions which include, obtaining the required 
approvals from the buyers regarding the agreement.  

 The supply agreements include further provisions, including the following: The right to end the 
agreement in the event of material breach of liability, the right of the Leviathan partners to supply 
gas to the buyers from other natural gas sources, compensation mechanisms in the event of delay 
in gas supply from the Leviathan Project or failure to supply the quantities set out in the agreement, 
limitations for the parties' liabilities in the agreement, and regarding the relations between the 
Sellers and themselves in everything connected to gas supply for the buyers.  

C. Additional information about the gas supply agreement between the Leviathan partners and the 
IEC:  

 On June 12, 2019, the Leviathan partners and the IEC signed an agreement for the supply of 
natural gas, based on the competitive process principles, as set out in section 1.7.14(D)(1)d.22 
below, according to which the IEC will purchase natural gas from the Leviathan partners based on 
available capacity (in this section below: “the Supply Agreement”), in a total quantity in the term of 
the Supply Agreement (as defined below), estimated by the Partnership as at the signing date of 
the Supply Agreement as at least 4 BCM.  

On October 29, 2019, all the preconditions for the entry of the Supply Agreement into force were 
fulfilled. 

 The term of the Supply Agreement started on December 31, 2019 and ends on June 30, 2021 or 
on the date gas production starts from the Karish reservoir, whichever is earlier, unless the term of 
the Supply Agreement ends at an earlier date, in accordance with the conditions of the supply 
agreement (“the Term of the Supply Agreement”). The parties may extend the Term of the Supply 
Agreement by mutual consent.  

 The Supply Agreement sets a fixed gas price that is not linked.  

 The cumulative revenue from the sale of natural gas to IEC (in relation to 100% of rights in the 
Leviathan project), as estimated by the Partnership at the date of signing the supply agreement 
regarding the quantity of natural gas to be purchased by IEC, is USD 700 million in the Term of the 
Supply Agreement. It is clarified that the actual revenue will derive from a range of factors, 
including the quantities actually purchased by IEC from the Leviathan project and the date of 
commencement of gas production from the Karish reservoir. 

Forward-looking information: These estimates concerning the total financial value of the 
above supply agreements, the quantity of natural gas purchased by the above buyers, and 
commencement of supply under the supply agreements is forward-looking information, as 
defined in section 32A of the Israel Securities Law, and there is no certainty that it will 
materialize, in whole or in part, and it might materialize in a substantially different manner, 
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due to various factors, including non-fulfillment of the preconditions in each of the supply 
agreements (to the extent they have not yet been fulfilled), failure to obtain regulatory 
permits, changes in the volume, rate and timing of natural gas consumption by each of the 
buyers, the gas price based on the formulas in the supply agreements, the Cost of 
Electricity Generation, the USD-NIS exchange rate (if relevant to the supply agreement), 
Brent prices (if relevant to the supply agreement), the US-CPI (if relevant to the supply 
agreement), exercise of the options granted to each party in the supply agreements, and 
their exercise date, etc. 

(E) Natural gas export agreements 

(1) Tamar project 

A. On February 19, 2014, a natural gas supply agreement was signed between the Tamar Partners 
and NBL Eastern Mediterranean Marketing Limited (“NBL”), to export natural gas to consumers in 
Jordan (“the First NBL-Tamar agreement”), which was revised on February 16, 2016 and 
September 30, 2017. NBL is a wholly owned subsidiary (linked) of Noble Energy, which is the 
controlling shareholder in Noble, the operator of the Tamar Project. 

Simultaneously to signing the NBL-Tamar Agreement, NBL also signed an agreement with two 
Jordanian companies, Arab Potash Company and Jordan Bromine Company (together in this 
section: “the Buyers”), whereby the Buyers will purchase natural gas from NBL for use of their 
plants on the eastern bank of the Dead Sea in Jordan (below in this section: “the First Supply 
Agreement”).  

According to the NBL-Tamar Agreement, the Tamar Partners undertook to supply NBL with natural 
gas to sell to the Buyers, under the Supply Agreement in back-to-back conditions (meaning: the 
Tamar Partners will be responsible for NBL's liabilities under the Supply Agreement and shall be 
entitled to all net revenues received by NBL thereunder). 

In accordance with the Supply Agreement (as amended), NBL undertook to supply the Buyers with 
a total quantity up to 2 BCM of natural gas. Under the Supply Agreement, supply started in January 
2017 and is expected to continue for 15 years. 

On October 14, 2018, another gas supply agreement was signed between the Tamar Partners and 
NBL to export natural gas to consumers in Jordan and to supply it to buyers (“the Second NBL-
Tamar Agreement”). Simultaneously to signing the Second NBL-Tamar Agreement, NBL signed 
another agreement with the buyers, whereby the buyers will purchase another quantity of natural 
gas for use by their plants on the eastern bank of the Dead Sea in Jordan (“the Second Supply 
Agreement”) on an interruptible supply basis of 0.1 BCM per year, when NBL has the right at the 
dates set in to the agreement to notify the buyers that the supply under the Second NBL-Tamar 
Agreement will be on a firm basis. The supply under the Second NBL-Tamar Agreement will 
commence in the first quarter of 2019 and is expected to continue until the date of completion of 
supply according to the First Supply Agreement.  

On September 19, 2019, the Tamar Partners notified NBL that as from January 1, 2020 and up to 
December 31, 2020, supply under the First NBL-Tamar Agreement will be on a firm basis, instead 
of supply on an interruptible basis in peak demand months as was the case until that date.    

On January 1, 2020, the Tamar partners notified NBL that as from August 1, 2020, the supply 
under the Second NBL-Tamar Agreement will be on a firm basis.  

It should be noted that as part of the tax decision regarding the First Supply Agreement and 
Second Supply Agreement, given to the Tamar Partners by the Tax Authority, the Tamar Partners 
undertook to offer new potential consumers to sign agreements for the sale of natural gas at a price 
calculated according to the optimal formula based on the Brent price, as set out in the Gas Outline 
Plan, when the offer undertaking will apply for three years from the government resolution 
(meaning, until August 16, 2018) and from the date of signature of the Second Supply Agreement 
(meaning until October 14, 2021). The offer will be made according to the provisions of the Gas 
Outline Plan, including with respect to the supply date that may apply at any time from 
commencement of supply under the supply agreements (first and second, as the case may be) 
until six years from their signature, as set out above. For information, see sections 1.7.26(A)(4) and 
1.7.26(A)(4)d below. For information about the NBL agreements, see section 1.7.28(E)(3) below.    

B. On February 19, 2018, an agreement for the export of natural gas from the Tamar project to Egypt 
was signed between the Partnership and Dolphinus (in this section: “Original Tamar-Dolphinus 
Agreement”) and “the Buyer”, respectively), which superseded the previous agreement signed 
between these parties on March 17, 2015.  
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On September 26, 2019, the signing of the agreement for amendment of the Original Tamar-
Dolphinus Agreement between the Tamar partners and Dolphinus was completed (“Amendment to 
the Tamar-Dolphinus Agreement”), and an agreement was signed between the Leviathan partners 
and Tamar Partners in connection with allocation of the available capacity in the transmission 
system from Israel to Egypt (for information, see section 1.7.30(F)(3) below). 

It should be noted that in parallel to signing the Amendment to the Tamar-Dolphinus Agreement, an 
amendment was signed of the agreement between the Leviathan partners and Dolphinus 
(“Amendment to the Leviathan-Dolphinus Agreement”), for information, see section 1.7.14(E)(2)b 
below. Upon fulfillment of all preconditions for the Amendment of the Tamar-Dolphinus Agreement, 
on December 24, 2019 the Partnership updated that the Amendment to the Tamar-Dolphinus 
Agreement had taken effect. 

It should be noted that, in a tax decision regarding the amendment to the Tamar-Dolphinus 
Agreement issued to the Tamar partners by the Tax Authority on December 9, 2019, and according 
to the terms of the Gas Outline Plan, the Tamar partners undertook to offer new customers (as 
defined in the Gas Outline Plan) with which they engage or will engage from February 19, 2018 
until three full years from the date the tax decision, i.e. December 9, 2022, agreements for the sale 
of natural gas at a price calculated according to the formula in the Amendment to the Tamar-
Dolphinus Agreement, which is based on the Brent Price, while performing several adjustments as 
set out in the tax decision, including in view of the location of the delivery point in the Amendment 
to the Tamar-Dolphinus Agreement. 

Below is a summary of the details and terms of the Amendment to the Tamar-Dolphinus 
Agreement:  

 The gas supply to the Buyer according to the Amendment to the Tamar-Dolphinus Agreement is on 
a firm basis (as opposed to supply under the Original Tamar-Dolphinus Agreement, which was on 
an interruptible basis with an option for the Tamar Partner to transition to a firm basis).  

 The total contractual gas quantity that the Tamar Partners undertook to supply to the Buyer under 
the Amendment to the Tamar-Dolphinus Agreement is 25.3 BCM (“the Total (Firm) Contractual 
Quantity in the Tamar Agreement”) (instead of 32 BCM under the Original Tamar-Dolphinus 
Agreement, which was, as aforesaid on an interruptible basis).  

 Supply under the Amendment to the Tamar-Dolphinus Agreement will start on June 30, 2020 and 
will continue until December 31, 2034 or until full supply of the Total Contractual Quantity, 
whichever is earlier (“the Termination Date of the Leviathan Agreement Amendment”). In the event 
that the Buyer does not purchase the total contractual quantity by December 31, 2034, each party 
may extend the supply period by up to an additional two years. 

 According to the Amendment to the Tamar-Dolphinus Agreement, the Tamar partners undertook to 
supply  annual gas quantities to the Buyer as follows: (i) In the period beginning on June 30, 2020 
and ending on June 30, 2022, 1 BCM per year; and (ii) in the period beginning on July 1, 2022 and 
ending on the termination date of the Amendment to the Tamar-Dolphinus Agreement, 2 BCM per 
year.  

 The Buyer undertook to take or pay for quarterly and annual quantities, in accordance with the 
mechanisms set out in the Amendment to the Tamar-Dolphinus Agreement, which, among other 
things, allow the Buyer to reduce the TOP quantity in a year in which the average daily Brent price 
(as defined in the agreement) falls below USD 50 per barrel, such that it will be 50% of the annual 
contractual quantity. It should be noted that, insofar as the contractual quantity is reduced in event 
of a dispute regarding an adjustment to the gas price, as set out in section F below, the right of 
Dolphinus to reduce the take-or-pay quantity as aforesaid will be null and void.  

 The price of gas supplied to the Buyer will be calculated by a formula based on the price of a barrel 
of Brent oil. The Amendment to the Tamar-Dolphinus Agreement includes a mechanism for an 
update of the price at a rate of up to 10% (addition or reduction) after the fifth year and after the 
tenth year of the Amendment to the Tamar-Dolphinus Agreement (in this section below: “the First 
Adjustment Date” and “the Second Adjustment Date”, respectively), upon the fulfillment of certain 
conditions set out in the agreement. If the parties fail to reach an agreement on the price update as 
described above, the buyer will be entitled to reduce the contractual quantity by up to 50% on the 
First Adjustment Date and up to 30% on the Second Adjustment Date. 

 The Amendment to the Tamar-Dolphinus Agreement includes standard provisions for termination 
of the Agreement, as well as provisions in the event of termination of the Amendment to the 
Leviathan-Dolphinus Agreement due to its breach, and the refusal of the Tamar partners to supply 
the quantities set out in the Amendment to the Leviathan-Dolphinus Agreement, as set out in the 
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agreement, including compensation mechanisms for such case. The Amendment to the Leviathan-
Dolphinus Agreement also includes similar provision. For information, see section 1.7.14(E)(2)b 
below. 

 The Partnership estimates that the expected cumulative revenues for all Tamar partners from the 
sale of natural gas under the Tamar-Dolphinus Agreement may to amount to USD 5 billion. The 
Partnership’s estimate was based on the assumption that the buyer will consume the total contract 
quantity including that set out in the Amendment to the Tamar-Dolphinus Agreement and on the 
Partnership’s estimate regarding the natural gas price during the term of the Amendment to the 
Tamar-Dolphinus Agreement. It should be noted that the actual revenues from the Amendment to 
the Tamar-Dolphinus Agreement will derive from a range of factors, including the actual gas 
quantities purchased by the buyer and the Brent price at the time of the sale.  

Forward-looking information: The foregoing estimates regarding the total revenue expected 
under the Amendment to the Tamar-Dolphinus Agreement and the quantities of natural that 
may be sold to the buyer under the Amendment to the Tamar-Dolphinus Agreement is 
forward-looking information, as defined in section 32A of the Israel Securities Law, and 
there is no certainty that it will materialize, in whole or in part, and it might materialize in a 
substantially different manner, due to various factors, including changes in the volume, rate 
and timing of natural gas consumption by the buyer, changes in the gas price under the 
Amendment to the Tamar-Dolphinus Agreement or other factors that cannot be predicted at 
this time and over which the Company has not control. 

(2) Leviathan Project 

A. On September 26, 2016, a detailed agreement for the supply of natural gas was signed between 
NBL Jordan Marketing Limited (“the Marketing Company”) and the National Electric Power 
Company of Jordan (NEPCO) (“the Export Agreement”). The Marketing Company is a wholly 
owned subsidiary of the partners in the Leviathan project, including the Partnership, that hold it in 
proportion to their interests in the Leviathan project.  

Under the Export Agreement, the Marketing Company undertook to supply natural gas to NEPCO 
for 15 years as from the date of commencement of commercial supply or when total supply 
reaches 45 BCM. As at the approval date of the report, all of the preconditions set out in the 
agreement have been fulfilled and supply under the Export Agreement started on January 1, 2020. 

According to the Export Agreement, the supply point is at the exit of the Israeli transmission system 
at the Israel-Jordan border. In July 2017, the Leviathan partners approved a budget for completion 
of the Israeli transmission system to the Israel-Jordan border amounting to USD 111 million 
(100%). As at the approval date of the report, this amount was amended to USD 122 million. 

NEPCO has a take or pay commitment for a minimum annual volume of gas according to a 
mechanism set out in the Export Agreement.  

The gas price set out in the agreement is linked to Brent oil prices and includes a minimum price 
plus marketing fees, transmission fees, and NEPCO’s bearing of the transmission payments to 
INGL. On signing date, the Leviathan partners estimated that the cumulative revenues from natural 
gas sales to NEPCO may amount to USD 10 billion, assuming that NEPCO consumes the total 
contract quantity and based on the Partnership’s estimate regarding the natural gas price during 
the term of the Agreement. 

On November 9, 2016, the Leviathan Partners and the Marketing Company signed a back-to-back 
GSPA (“the Back-to-Back GSPA”), whereby the amounts to be received, the liabilities, the risks 
and the costs relating to the Export Agreement will be endorsed to the Leviathan Partners under 
the same terms (back-to-back), as if the Leviathan Partners were a party to the Export Agreement 
instead of the export company. 

The Marketing Company, the Leviathan Partners and HSBC Corporate Trustee Company (UK) 
Limited (“HSBC”) are working towards signing an Offtake Intercredifor and Security Trust Deed 
which is intended to secure the Marketing Company’s undertakings to the Leviathan Partners 
under the Back-to- Back GSPA, and according to which HSBC will act as trustee for the collateral 
and undertakings by virtue of the Export Agreement. 

Forward-looking information: The above estimates concerning the total financial value of 
the agreement and the quantity of natural gas purchased by the above buyers is forward-
looking information, as defined in section 32A of the Israel Securities Law, and there is no 
certainty that it will materialize in the manner set out above or in any other manner, in whole 
or in part, and it might materialize in a substantially different manner to that described 
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above, due to various factors, including changes in the volume, rate and timing of 
consumption of natural gas by NEPCO, changes in the gas price resulting from changes in 
the Brent oil price, etc. 

B. On February 19, 2018, an agreement was signed between the Partnership, Noble and Dolphinus 
(jointly in this section below: “the Buyer”) for the export of natural gas from the Leviathan project to 
Egypt (in this section: “the Original Leviathan-Dolphinus Agreement”)  

On September 26, 2019, the signing of an agreement for amendment of the Original Leviathan-
Dolphinus Agreement between the Leviathan Partners and Dolphinus was completed 
(“Amendment to the Leviathan-Dolphinus Agreement”), and an agreement was signed between the 
Leviathan Partners and the Tamar Partners in connection with the allocation of the available 
capacity in the transmission system from Israel to Egypt (for details, see Section 1.7.30(F)(3) 
below). 

On January 15, 2020, the flow of natural gas began according to the agreement.  

It should be noted that in a tax decision in connection with the Amendment to the Leviathan-
Dolphinus Agreement issued to the Leviathan partners by the Tax Authority on December 9, 2019, 
and according to the terms of the Gas Outline Plan, the Leviathan partners undertook to offer new 
customers (as defined in the Gas Outline Plan) with which they engage or will engage from 
February 19, 2018 until three full years from the date the tax decision, i.e. December 9, 2022, to 
enter into agreements for the sale of natural gas at a price calculated according to the formula in 
the Amendment to the Leviathan-Dolphinus Agreement, which is based on the Brent Price, while 
performing several adjustments as set out in the tax decision, including in view of the location of 
the delivery point in the Amendment to the Leviathan-Dolphinus Agreement. 

Below is a summary of the details and terms of the Amendment to the Leviathan-Dolphinus 
Agreement: 

 The total contractual gas quantity that the Leviathan Partners undertook to supply to the Buyer 
under the Leviathan Agreement Amendment is on a firm basis and it significantly increased to 60 
BCM (compared with 32 BCM under the Original Leviathan-Dolphinus Agreement) (“the Total 
Contractual Quantity in the Leviathan Agreement”).  

 The supply under the Amendment to the Leviathan-Dolphinus Agreement started on January 15, 
2020 and will continue until December 31, 2034 or until full supply of the Total Contractual 
Quantity, whichever is earlier (“the Termination Date of the Leviathan Agreement Amendment”)124. 

 According to the Amendment to the Leviathan-Dolphinus Agreement, the Leviathan Partners 
undertook to supply  annual gas quantities to the Buyer as follows: (i) In the period beginning on 
January 15, 2020 and ending on June 30, 2020, 2.1 BCM per year; (ii) in the period beginning on 
July 1, 2020 and ending on June 30, 2022, 3.6 BCM per year; and (iii) in the period beginning on 
July 1, 2022 and ending on the Termination Date of the Leviathan Agreement, 4.7 BCM per year.  

 The Buyer undertook to take-or-pay for quarterly and annual quantities, in accordance with the 
mechanisms set out in the Amendment to the Leviathan-Dolphinus Agreement, which, among other 
things, allow the Buyer to reduce the take or pay quantity in a year in which the average daily Brent 
price (as defined in the agreement) falls below USD 50 per barrel, such that it will be 50% of the 
annual contractual quantity. It should be noted that, insofar as the contractual quantity is reduced in 
event of a dispute regarding an adjustment to the gas price, as set out in section E below, the right 
of Dolphinus to reduce the take-or-pay quantity as aforesaid will be null and void. 

 The price of gas supplied to the Buyer will be calculated by a formula based on the price of a barrel 
of Brent oil. The Amendment to the Leviathan-Dolphinus Agreement includes a mechanism for an 
update of the price at a rate of up to 10% (addition or reduction) after the fifth year and after the 
tenth year of the Amendment to the Leviathan-Dolphinus Agreement (in this section below: “the 
First Adjustment Date” and “the Second Adjustment Date”, respectively), upon the fulfillment of 
certain conditions set out in the agreement. If the parties fail to reach an agreement on the price 
update as described above, the Buyer will be entitled to reduce the contractual quantity by up to 
50% on the First Adjustment Date and up to 30% on the Second Adjustment Date. 

 

124 The agreement prescribes that in the event that the buyer does not purchase the total contractual quantity, each 
party may extend the supply period by another two years. 
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 The Partnership estimates that the expected cumulative revenues for all Leviathan partners from 
the sale of natural gas under the Leviathan-Dolphinus Agreement may to amount to USD 12.5 
billion. The Partnership’s estimate was based on the assumption that the buyer will consume the 
total contract quantity including that set out in the Amendment to the Leviathan-Dolphinus 
Agreement and on the Partnership’s estimate regarding the natural gas price during the term of the 
Amendment to the Leviathan-Dolphinus Agreement It should be noted that the actual revenue will 
be derived from a range of factors, including the actual gas quantity purchased by the Buyer and 
the Brent price at the time of the sale.  

 The Amendment to the Leviathan-Dolphinus Agreement includes standard provisions for 
termination of the Agreement, as well as provisions in the event of termination of the Amendment 
to the Tamar-Dolphinus Agreement due to its breach, and the refusal of the Leviathan partners to 
supply the quantities set out in the Amendment to the Tamar-Dolphinus Agreement, as set out in 
section 1.7.14(E)(1)b above, including compensation mechanisms for such case. The Amendment 
to the Leviathan-Dolphinus Agreement also includes similar provision. For information, see section 
1.7.14(E)(1)b.7 above.  

Forward-looking information: The above estimates regarding the total revenue expected 
under the Amendment to the Leviathan-Dolphinus Agreement and the quantities of natural 
that may be sold to the buyer under the Amendment to the Leviathan-Dolphinus Agreement 
is forward-looking information, as defined in section 32A of the Israel Securities Law, and 
there is no certainty that it will materialize, in whole or in part, and it might materialize in a 
substantially different manner, due to various factors, including changes in the volume, rate 
and timing of natural gas consumption by the buyer, changes in the gas price under the 
Amendment to the Tamar-Dolphinus Agreement or other factors that cannot be predicted at 
this time and over which the Company has not control. 

As at the approval date of the report, the Partnership, together with its other partners in the 
Aphrodite reservoir, is assessing options for joint supply of natural gas with the Leviathan project to 
the liquefaction facility, that will be performed, if at all, from the Aphrodite reservoir, in a volume of 6 
BCM annually for a period of 10-15 years, according to the development plan of the Aphrodite 
reservoir, as set out in section 1.7.6(L) above, and from the Leviathan reservoir, as part of 
additional development stages of the Leviathan reservoir (beyond Phase 1 - First Stage of the 
development plan of the Leviathan reservoir), as set out in section 1.7.4(E) above. It is noted that, 
to the best of the Company’s knowledge, the maximum annual feed gas capacity of the liquefaction 
facility is 12 BCM per year. As part of this, the partners of the Leviathan and Aphrodite reservoirs 
have started techno-economic and engineering tests for the construction of the required pipeline 
from the Aphrodite and/or Leviathan reservoir to Egypt and are examining the commercial aspects 
of the construction and financing thereof. The Partnership intends, together with the Aphrodite 
and/or Leviathan reservoir partners, to act to sign a joint construction agreement for the pipeline in 
2020 that includes the commercial and operating aspects of the pipeline and the budget required 
for this development. It should be noted that the costs for development of the pipeline, both in the 
preliminary and construction stages, are not part of the upstream development costs and are not 
included in the cost recovery under the PSC.  

(3) As at the approval date of the report, the Partnership is promoting negotiations at various stages 
with the owners of the liquefaction facilities to export LNG to Egypt, both with respect to the ELNG 
liquefaction facility operated by Shell and located near the city of Idku and in relation to the SEGAS 
liquefaction facility operated by SEGAS (joint venture) and located near the city of Damietta. The 
arrangements under review include options for purchasing liquefaction capacity, arrangements 
regarding receipt of liquefaction services to allow the Partnership to market natural gas in LNG 
form while paying for liquefaction services, and other options related to purchasing rights in these 
plants.  

(F) Agreements for the supply of condensate 

(1) Agreement for the supply of condensate from the Tamar reservoir to Paz Ashdod Refinery 

On November 28, 2012, Paz Ashdod Refinery and the Tamar project partners (in this section: “the 
Sellers”) for the supply of condensate (below in this section: “the Agreement”). Under the 
Agreement, the Sellers will supply condensate to Paz Refinery for five years, commencing March 
30, 2013, in a quantity that is not material (quantities and price). In November 2016, the parties 
agreed to extend the agreement for another five years from March 30, 2018. The price of 
condensate is based on Brent prices, less a margin, as set out in the supply agreement. All 
condensate sales by the Tamar Partners are made under this agreement. 
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(2) Agreement for the supply of condensate from the Leviathan reservoir to Bazan 

On December 15, 2019, an agreement was signed (“the Bazan Agreement”) according to which 
condensate produced from the Leviathan reservoir will flow to the EAPC pipeline leading to PEI’s 
tank farm in Kiryat Haim and from there to Bazan’s facilities, in compliance with regulatory 
directives. 

The Bazan Agreement is on an interruptible basis for 15 years, commencing from the start of 
condensate flow (in commercial quantities), with each party having the right to terminate the Bazan 
Agreement with at least 360 days notice to the other party. In addition, each party may cancel the 
Bazan Agreement with shorter notice under certain circumstances, including in the event of a 
breach by the other party, and in the event of regulatory and other changes that will not allow the 
flow of condensate in accordance with the Bazan Agreement. 

The flow of condensate to Bazan under the Bazan Agreement will be on an interruptible basis up to 
a maximum quantity agreed on by the parties (“the Maximum Quantity”). The parties may revise 
the Maximum Quantity from time to time, subject to compliance with the terms established by the 
authorities in this respect, including conditions laid down by the authorities in this regard, including 
the Ministry of Energy and the Ministry of Environmental Protection.  

Under the Bazan Agreement, the delivery of the condensate to the Bazan will be for no 
consideration, and the Leviathan partners will bear all expenses, including the tax exposure, 
incurred for the flow of condensate.  

The Bazan agreement sets out a number of preconditions, mainly referring to obtaining regulatory 
approvals for the flow of condensate to Bazan, including approvals regarding the sale of 
condensate for no consideration. The Bazan Agreement took effect on January 29, 2020. 

The Partnership estimates that the loss of revenue for the Leviathan project, assuming a full supply 
month is a total of up to USD 3 million (in respect of 100% of the rights in the Leviathan project) per 
month, and is therefore not material for the Partnership. It should be noted that at the current oil 
prices, the loss of revenue in the Leviathan projects is estimated at USD 1.5 million per month (in 
respect of 100% of the rights). 

Forward-looking information: The foregoing information regarding the scope of the loss of 
revenue from the Bazan Agreement is forward-looking information, as defined in section 
32A of the Israel Securities Law, and there is no certainty that it will materialize, in whole or 
in part, and it might materialize in a substantially different manner, due to various factors 
that cannot be predicted at this time and over which the Company has no control. 

(3) Agreement for the supply of condensate from the Leviathan reservoir to an international fuel trading 
company (in this section: “the Buyer”): 

On December 15, 2019, the Leviathan partners signed an agreement whereby condensate 
produced from the Leviathan reservoir, as aforesaid, will be transported in road tankers and 
delivered to the Buyer in the PEI tanker farm (“the Supply Agreement”).  

The Supply Agreement came into effect upon the start of flow of natural gas from the Leviathan 
reservoir and is valid until December 31, 2020, and the Agreement will be renewed annually for 
one additional year, unless one of the parties chooses not to renew it, by notice of at least 60 days. 
Each party may terminate the Supply Agreement in the event of its breach by the other party as 
well as in the event of regulatory and other changes that will prevent the supply of the condensate 
according to the provisions of the Supply Agreement. 

The condensate will be supplied by the Leviathan partners to the Buyer under the Supply 
Agreement on an interruptible basis up to a daily maximum quantity that was agreed on between 
the parties.  

According to the Supply Agreement, the Leviathan partners will bear all costs related to the 
condensate until its delivery to the Buyer at the gate of the PEI tank farm and the Buyer will bear all 
costs for the condensate from that point on. 

The price of condensate set out in the Supply Agreement will be linked to the Brent barrel price and 
the Buyer will be entitled to a discount on the condensate it receives, and which will exceed the 
specification set out in the Supply Agreement. 

In the Partnership’s estimation, the total revenue from the sale of condensate to the Buyer (in 
relation to 100% of the rights in the Leviathan project) assuming a full supply month, and based on 
the Partnership’s assessment regarding the price and quantity of condensate solve during a supply 
month, may amount to up to USD 3 million per month. It should be clarified that the actual revenue 
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will derive from a range of factors, including the actual quantities of condensate sold and the Brent 
oil price.  

It is clarified that the condensate will be sold under the Supply Agreement only in the event that the 
transport of condensate to Bazan is not possible, as set out above. 

Forward-looking information: The foregoing information regarding the Supply Agreement 
and its financial value is forward-looking information, as defined in section 32A of the Israel 
Securities Law, and there is no certainty that it will materialize, in whole or in part, and it 
might materialize in a substantially different manner, due to various factors, including 
changes in the scope of supply of condensate to the Buyer, the Brent oil price, etc. 

It should be noted that in parallel to delivery of condensate according to the agreements described 
in this section, the Leviathan partners are continuing to review additional delivery alternatives and 
the sale of condensate produced from the Leviathan reservoir. 

1.7.15. Marketing and Distribution 

(A) Supply to the local market: 

As at the approval date of the report, the Partnership, together with its partners in the Tamar 
Project and Leviathan Project, are taking measures to market natural gas and condensate to 
potential consumers (for information see section 1.7.14 above) and are in various stages of 
negotiations with potential customers on the local market, including independent power producers 
and industrial consumers, with the aim of signing binding agreements for the sale of natural gas 
and/or condensate from these projects, subject to the gas prices and the term of the agreements 
set in the Gas Outline Plan, as set out in sections 1.7.26(A)(4) and 1.7.26(A)(3)c below and subject 
to the supply capacity of these projects. 

Supply of natural gas to some customers may also depend on further development of the national 
natural gas transmission system by INGL and completion of the regional distribution systems.  

(B) Export 

(1) General 

The Partnership, together with the partners of the different projects, are working to find markets 
outside Israel and Cyprus to sell the natural gas that it discovered. The Company believes that the 
potential markets include the countries near Israel (including the Palestinian market, which 
currently purchases electricity from Israel and there are plans to construct their own power station), 
mainly Egypt and Jordan, to which gas is exported by pipeline, and more distant global markets to 
which natural gas may be exported though LNG (liquefied natural gas) and/or CNG (compressed 
natural gas). As part of the Partnership’s export marketing efforts, several agreements have been 
signed with customers in Jordan and Egypt and it is negotiating with other customers for the supply 
of natural gas in these and other countries125. The Partnership is also reviewing the economic 
feasibility of several export projects through LNG (including liquefaction of natural gas in the FLNG 
facility) and CNG, as set out below. 

(2) Export via a pipeline 

A. In addition to the export agreements set out in section 1.7.14(E) above, the Partnership, together 
with the partners of the different projects, are working to promote the use of pipelines (existing 
and/or new) and is in various stages of negotiation with respect to exporting natural gas by pipeline 
in substantial quantities to Jordan, Egypt, the Palestinian Authority, Turkey and Cyprus.  

The key parameters in the possible agreements for the sale of natural gas through pipelines are 
discussed in these negotiations, including the term of the contract, quantities, capacity, unit price, 
linkage formula, commitment for minimum purchase (take or pay), undertaking to construct the 
pipelines, etc. In addition, to the best of the Company's knowledge, government entities are 
negotiating and reviewing the technical feasibility of various government and external business 
entities finance for the construction of a pipeline to export natural gas to Italy via Cyprus and 
Greece, among others. In this context, it should be noted that according to the Ministry of Energy’s 

 

125 For information about natural gas export agreements, see section 1.7.14(E) above. 
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announcement of January 2020, an agreement has been signed between Israel, Cyprus and 
Greece that will enable export of natural gas from Israel to Cyprus and Europe126. 

Forward-looking information: The above information regarding the negotiations as 
aforesaid is forward-looking information, as defined in section 32A of the Israel Securities 
Law, and there is no certainty that it will materialize, in whole or in part, in the above or any 
other manner, and it might materialize in a substantially different manner to the above 
description, and in particular there is no certainty that these negotiations will mature into 
binding gas sale agreements and that the conditions required under any law for such 
agreements to take effect, if signed, will be fulfilled. 

B. The following is a description of the potential key marketing destinations for the export of natural 
gas through pipelines from the Tamar and Leviathan projects127 

 Jordan - To the Company’s understanding, based on independent consulting companies, the gas 
consumption in Jordan for local use was 4 BCM in 2019, the same consumption as in 2018. 
Natural gas is the main energy source the production of electricity in Jordan. The estimate is that in 
2019, 80% of the electricity in Jordan was produced using natural gas. In the Partnership’s 
estimation, based on independent external consulting companies and adjustments made by the 
Partnership to such data, also in 2020, the natural gas consumption in Jordan is expected to be 4 
BCM, and the estimate is that in the coming decade, it is expected to range between 3.6-4.0 BCM. 
The cooling of relations and slight decline in forecasts of the natural gas consumption in Jordan is 
due to accelerated penetration of renewable energies in the power production sector in Jordan, due 
to proactive activity of the government in this area, and due to future electricity production from the 
Jordanian power plant whose fuel source for electricity production is shale oil. The target set by the 
Jordanian government is for renewable energy to constitute 20% of the volume of electricity 
produced in the country in 2020 and the estimation is that the actual electricity production from 
renewable energy will be 19% of the total electricity production that year, after 13% of the total 
electricity was produced from renewable energy in 2019. The current forecast is that this rate is 
expected to increase to 14% in 2025 and 17% in 2030. Jordan presently imports natural gas from 
the Leviathan project, which constitutes most of the gas consumed in Jordan, and it also imports 
natural gas from the Tamar project to industrial plants in the Jordanian Dead Sea area. In addition, 
Jordan imports small quantities of natural gas from Egypt through the Pan-Arab Pipeline, and 
produces negligible quantities of natural gas. With regard to LNG to Jordan, in recent years, LNG 
constituted Jordan’s main source of natural gas and it was imported through a floating gasification 
facility in the Aqaba area. To the best of the Partnership’s knowledge, Jordan has an agreement to 
purchase 1.1 million tons of LNG per year that ends in mid-2020. To the best of the Partnership’s 
understanding, the import of LNG to Jordan stopped completely in the fourth quarter of 2019. 
However, the gasification facility in Aqaba is still active and Jordan can continue to import LNG, 
including the remaining quantities for import in 2020 which Jordan undertook in the foregoing LNG 
import. Regarding local natural gas production in Jordan, the volume was 0.1 BCM in 2019. 
Regarding the export of gas from the Tamar project to the Jordanian Dead Sea plants, since early 
2017, the Tamar partners export natural gas to two industrial plants located on the eastern bank of 
the Dead Sea in Jordan, as set out in section 1.7.14(E)(1)a above, through connection of the Israeli 
transmission system to plants located on the eastern bank of the Dead Sea in Jordan (“the 
Southern Pipeline”). With regard to the export of gas from the Leviathan project to Jordan, the 
construction of a new natural gas pipeline that connects the INGL transmission system (from the 
Dovrat region) to the border with Jordan has been completed, as well as the construction of the 
follow-on pipeline on the Jordanian side, which connects the new pipeline constructed by INGL at 
the Israel-Jordan border to the existing transmission pipeline in Jordan (the Pan-Arab pipeline 
operated by FAJR) (“the Northern Pipeline”). Regarding the budget for construction of the Northern 
Pipeline, as approved by the Leviathan partners, see section 1.7.4(D) above. Based on the data 
known the Partnership, the capacity of the Northern Pipeline will allow the supply of natural gas in 
an annual quantity of up to 10 BCM to Jordan and via Jordan to Egypt.  

For information about the agreements signed for the supply of natural gas to Jordan, see sections 
1.7.14(E)(1)a and 1.7.14(E)(2)a above.  

 

126 Ministry of Energy’s announcement: https://www.gov.il/he/departments/news/ng_021220 
127  The information was prepared, among other things, based on data from reports published by independent 

consulting companies.  
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 Egypt - To the Company’s understanding, based on independent consulting companies, natural 
gas plays a key role in the Egyptian energy market, while natural gas consumption in Egypt is used 
mainly to produce electricity, but  also for industry and households. Natural gas is the main energy 
source the production of electricity in Egypt. In 2019, 84% of the electricity in Egypt was produced 
using natural gas. In the Partnership’s understanding, the local production in Egypt in 2019 was 
73.4 BCM, an increase of 21% compared to 2018, with the growth in production deriving mainly 
from the entry of natural gas production from additional gas fields into production or from increased 
production from existing fields, including Zohr. The demand for natural gas on the local market in 
Egypt in 2019 was 64.9 BCM (an increase of 5% compared to 2018). As a result of increased 
production, the Egyptian government decreased the number of LNG gasification facilities (used to 
import LNG) from two to one and the import of LNG to the local market decreased almost entirely 
and amounted to only 0.1 BCM in 2019. It should be noted that due to the seasonality of natural 
gas use in Egypt, it may export certain quantities of natural gas in winter and import natural gas in 
summer. In addition, Egypt has two natural gas liquefaction facilities to manufacture LNG for 
export, with a total liquefaction capacity of 12.2 million tons of LNG annually for which 17-18 BCM 
of feed gas is required annually in addition to the local demand. As at the approval date of the 
report, the volume of natural gas production in Egypt is sufficient to meet the needs of the local 
market, and for export through LNG, but is insufficient to operate both liquefaction facilities at full 
capacity. In this situation, one of the facilities is operating at partial output and it is estimated that 
through it, Egypt exported 4 BCM as LNG in 2019. Regarding the other facility, which has been 
shut down since the end of 2012, it was recently reported in the media that further to the 
restructuring of the ownership of the facility operating agreements, the facility is expected to 
resume liquefaction activities in mid-2022. However, it should be noted that Egypt recently 
canceled the export of several LNG shipments, due to the low prices currently prevailing in the 
global LNG market. Based on independent consulting companies, the demand forecasts for the 
local Egyptian market for 2020, 2021 and 2022 are 68 BCM, 69.4 BCM and 71 BCM, respectively, 
whereas the local production forecast from the producing fields, and fields under development or 
with a high chance of starting production in 2021, 2020 and 2021 is 75 BCM, 80.2 BCM and 80.7 
BCM, respectively,  excluding the demand for natural gas as feed gas for the LNG export facilities. 
According to these estimates, 2021 is expected to be the peak year in local production in Egypt 
from producing fields, fields under development or with a high chance of starting production, and 
after 2021, the production from these fields is expected to decrease gradually. The oversupply 
expected in 2020 to 2022 is expected to lead to increased export of natural gas from Egypt in this 
period, mainly as LNG, depending on the global market conditions and the world energy prices. 
However, oversupply in these years is insufficient to fulfill the entire existing liquefaction and LNG 
export capacity in Egypt, especially in view of the reorganization in the SEGAS facility and the 
estimates regarding the expected resumption of the LNG export activities. In addition, the forecast 
is that as from 2023, a shortage of gas for local consumption is expected to arise on the Egyptian 
local market, based on the local production forecast from producing fields, fields under construction 
or with a high chance for production. The demand forecast for 2025 to 2030 relates to local market 
consumption of 78-80 BCM annually, excluding the natural gas required as feed gas for the above 
liquefaction facilities, whereas the local production forecast from the producing fields and fields 
under development or with a high chance of development is 75 BCM in 2025 and 56 BCM in 2030, 
if no additional reservoirs are discovered and/or start producing. It should be noted that these 
forecasts will be updated periodically if new information is received and/or the independent 
consulting companies revise their forecasts. To the best of the Partnership's knowledge, the 
Egyptian government is taking measures to promote natural gas supply projects from discoveries in 
Israel and Cyprus, with the aim of making Egypt a natural gas hub, to satisfy the local market 
requirements and to use in the existing export facilities, and to promote investments in new export 
facilities, simultaneously to encouraging natural gas development and exploration projects in Egypt. 
Natural gas exploration operations promoted by the Egyptian government may increase and 
accelerate the natural gas exploration activities in Egypt, and therefore, more natural gas 
discoveries in Egypt are possible. For information regarding natural gas supply agreements to 
Egypt, see sections 1.7.14(E)(1)b and 1.7.14(E)(2)b above.  

For information about the EMG Transaction, which is expected to allow the supply of natural gas to 
Egypt, see section 1.7.30(F)(2) below.  

Transmission to Egypt using existing infrastructure 

According to an estimate given to the Partnership by Noble, in view of the expected demand on the 
Israeli market, and based on the existing transmission infrastructure on the Israel market, as at the 
approval date of the report, it is possible to transport a quantity of 200,000 MMBtu per day in the 
EGM pipeline through the existing INGL transmission system, when upon completion of the 
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installation of a compressor at the entry to the EGM system in Ashkelon, which is planned by mid-
2020, this quantity is expected to increase to 450,000 MMBtu per day (4.5 BCM annually). In 
parallel, Noble is reviewing, together with the Tamar and Leviathan partners and INGL, opening of 
bottlenecks and installing another pipeline in the INGL system to increase the possible 
transmission capacity of the INGL transmission system to the EMG pipeline, by installation of 
another compressor at the entry to the EMG system in Ashkelon, that will enable the flow of natural 
gas in a quantity of 7 BCM annually (and even more) in the EMG pipeline. 

The Partnership is also examining the possibility of an offshore connection directly from the Tamar 
and/or Yam Tethys and/or Leviathan platform to the EMG pipeline (hot tap) and/or to the EAPC 
site, making it unnecessary to use the INGL transmission system, for most of the contractual 
quantity in the Dolphinus Agreement and in a manner that allows natural gas to be supplied in a 
quantity of 7 BCM annually (and even more) in the EMG pipeline.  

On May 28, 2019, an agreement was signed between INGL and Noble for the provision of 
interruptible services (“INGL Agreement”) for the transport of natural gas from the Tamar and 
Leviathan reservoirs to the EMG receiving terminal in Ashkelon. From this terminal, the gas will be 
delivered to Egypt through the EMG Pipeline. The payment according to the INGL Agreement will 
be based on the quantity of gas that is actually transmitted in the INGL pipeline, subject to Noble’s 
undertaking to pay for minimum quantities, as set out in the INGL Agreement. The undertaking of 
INGL for the transmission of gas will not apply in certain cases that were set out in the INGL 
Agreement, mainly the absence of available capacity in the transmission system. The INGL 
Agreement will be in effect from the signature date until January 1, 2023. It should be noted that 
the agreement includes a provision allowing for its early termination, if a capacity agreement on a 
firm basis is reached between the parties, in which case Noble’s commitment to pay for the 
minimum quantities will be transferred in favor of the payments required under the new agreement. 
As at the approval date of the financial statements, the parties are negotiating a capacity 
agreement on a firm basis, under which the parties intend to expand the capacity in such manner 
as to allow the flow of the full quantity that is possible under  the Dolphinus agreements. In this 
regard, see also the addendum to the Natural Gas Authority Council’s decision regarding the 
financing of export projects through the Israeli transmission system and division of the construction 
costs of the Ashdod-Ashkelon combined section, which is set out in section 1.7.29(D) below. 

Transmission by constructing new infrastructure 

As at the approval date of the report, the Partnership, together with Noble, is promoting various 
additional options for the supply of natural gas from Israel to Egypt, as part of which the possibility 
of supplying natural gas from Israel via Jordan (using the Pan-Arab Pipeline) through the Northern 
Pipeline is under examination (for further information, see section 1.7.30(F)(5) below) and/or the 
construction of a new offshore pipeline to Egypt or building a new onshore connection, which will 
be implemented by INGL, between the Israeli transmission system and Egypt (in the Nitzana or 
Kerem Shalom area).  
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Forward-looking information: The above information regarding the negotiations with EAPC 
and INGL and the construction and/or use of infrastructure, as set out above, is forward-
looking information, as defined in section 32A of the Israel Securities Law, and there is no 
certainty that it will materialize, in whole or in part, in the above or any other manner, and it 
might materialize in a substantially different manner to the above description, due to 
various factors beyond the Company’s control.   

Moreover, Noble’s estimates regarding the capacity of the transmission infrastructure is 
forward-looking information, as defined in section 32A of the Israel Securities Law, based 
on tests and simulations which it conducted. That information may not materialize, in whole 
or in part, or might materialize in a substantially different manner, among other things, as a 
result of operating and technical conditions and/or system constraints and/or local market 
demand and supply conditions. 

The forecasts and estimates regarding the Jordan and Egyptian markets are also forward-
looking information, as defined in section 32A of the Israel Securities Law. This information 
is based, among others, on information received from independent consulting companies 
and is within the scope of estimated forecasts and assumptions that are naturally subject to 
uncertainty. These forecasts and estimates may not materialize, in whole or in part, or may 
materialize in a substantially different manner to the above description, due to various 
factors beyond the control of the Partnership, including changes in demand for natural gas; 
changes in supply of natural gas, including local production, discovery and commencement 
of production of new reservoirs; changes in the energy mix, including accelerated 
introduction of additional energy source and renewable energies; changes due to 
macroeconomic effects that affect the economic activity in these markets, including 
acceleration or slowdown thereof, etc.  

 Palestinian Authority - Israel is the main source of electricity to the Palestinian Authority territories 
(Judea, Samaria and the Gaza Strip). The Palestinian Authority has recently started a process of 
creating the ability to produce electricity independently, inter alia, by promoting the construction of 
a new power plant in Jenin. As of the approval date of the report, the Partnership, together with its 
partners in the different projects, are in various negotiation stages with different entities in 
connection, among other things, with the option of supplying natural gas to existing power stations 
in Gaza and/or a future station to be constructed in the Jenin area and/or in other areas controlled 
by the Palestinian Authority.  

In the Partnership’s estimation, the natural gas demand for operation of the power stations to be 
constructed in the Jenin area will be 0.7 BCM annually, whereas the demand for natural gas to 
operate the existing power station in Gaza will be up to 0.5 BCM annually. 

 Turkey - In 2018, the natural gas consumption in Turkey was 48.9 BCM and in 2019, 44.8 BCM, a 
drop of 8.3% compared to 2018. As of the approval date of the report, Turkey is almost completely 
dependent on importing natural gas and LNG by pipeline to satisfy the local demand for natural 
gas. Turkey is working to diversity its sources of supply and to become a hub for natural gas by 
pipeline to Europe, including by increasing the quantities of natural gas supplied to and through it 
from the countries currently supplying natural gas to it. The Partnership recently negotiated with 
different entities in the Turkish market to supply natural gas from the Leviathan reservoir and with 
officials in the government of Turkey for a project that will include construction of an offshore 
pipeline from Israel to Turkey for the sale of natural gas to the Turkish market and through the 
Turkish market to Europe. As of the approval date of the report, the Partnership is not promoting 
this alternative. 

 Cyprus - As of the approval date of the report, Cyprus is almost completely dependent on imported 
oil products and electricity production in Cyprus is mainly based (90%) on burning oil-based 
products, such as diesel fuel. Cyprus also has difficulty in connecting to the European energy 
infrastructures due to its geographic location and being an island. In 2007, the Cypriot government 
set up the Natural Gas Public Company (“DEFA”), which is exclusively responsible for the import, 
storage, marketing, transportation, supply and trade of natural gas in Cyprus, including 
management of the Cypriot natural gas distribution system. According to the regulations 
established in 2007 concerning the Cypriot natural gas market, this gas company has exclusivity to 
import and distribute natural gas in Cyprus. As of the approval date of the report, Cyprus does not 
consume any natural gas. For further information about the Cypriot market, see section 
1.7.17(B)(2) below. The Partnership, together with its partners in the Aphrodite reservoir, is 
continuing to promote various stages of negotiations connected with exporting natural gas from the 
Aphrodite reservoir in significant quantities to regional markets, including the Egyptian market, 
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including negotiations for the supply of natural gas to the liquefaction facility in Idku, Egypt, in a 
quantity of 6 BCM per year for a period of 10-15 years.  

Forward-looking information: The above information regarding the negotiations as 
aforesaid is forward-looking information, as defined in section 32A of the Israel Securities 
Law, and there is no certainty that it will materialize, in whole or in part, in the above or any 
other manner, and it might materialize in a substantially different manner to the above 
description, and in particular there is no certainty that these negotiations will mature into 
binding gas sale agreements and that the conditions required under any law for such 
agreements to take effect, if signed, will be fulfilled.    

(3) Liquefied natural gas (LNG) 

The Partnership is exploring the option of liquefying the gas and transporting it as LNG in 
designated tankers to various countries where there is a demand for LNG The construction of a 
natural gas liquefaction facility is a highly complex project, inter alia, due to the huge investment of 
liquefaction facilities with a liquefaction capacity of millions of tons of LNG annually, and due to the 
design, engineering, environmental and commercial challenges involved in this type of project.  

In this context, the Partnership is reviewing the construction of an offshore floating liquefaction 

facility (FLNG) on a designated ship. In recent years, several FLNG facilities have started operating 
around the world, and there are additional floating liquefaction facilities in planning and construction 
phases, while the trend in the market is a transition to standardization of the facilities, which will 
allow the reduction of their cost, the shortening of the timetables for production, and mitigation of 
the construction risks. It should be noted that the Leviathan reservoir, which an operating reservoir, 
has sufficient treated gas and is located in a relatively comfortable climate with access to several 
main LNG markets, has many advantages over competing FLNG facilities. On July 29, 2019, the 
Leviathan partners entered onto two separate interim agreements with FLNG technology and 
service providers, as follows:  

A. An agreement with Golar LNG Limited to examine the suitability of generic FEED (Front End 
Engineering and Design) carried out by them for a FLNG facility for the Leviathan project that will 
be located in the exclusive economic zone of Israel (in this section 1.7.15(B)(3) below: “the 
Facility”) and for engineering planning of the Facility. 

Golar is a public company listed on the NASDAQ, that specializes in the entire LNG value chain, 
including gas liquefaction, transportation and regasification. Golar is the operator and owner of an 
active FLNG facility in Cameroon, as well as of a fleet of LNG transportation and regasification 
vessels. 

B. An agreement with Exmar NV for performance of designated FEED for the Leviathan project and 
engineering design for construction of the Facility. 

Exmar is a public company listed on the Euronext in Belgium, that specializes in the entire LNG 
value chain, including gas liquefaction, transportation and regasification, and in the field of 
transportation of liquefied petroleum gas (LPG). Exmar is the operator and owner of an active 
FLNG facility in Argentina and acts, inter alia, as operator of the regasification vessel west of the 
coast of Hadera . 

Under these two interim agreements, the Leviathan partners are negotiating with both suppliers 
regarding the commercial terms for the construction of the Facility with an estimated capacity of 
between 2.5 and 5 million tons of LNG annually (3.5-7 BCM) and operation thereof, including to 
promote receipt of the regulatory approvals required. If it is found that construction of the Facility is 
the preferred alternative for promotion of the future development stages for the Leviathan Project, 
the Leviathan partners will enter into long-term agreements with one of the suppliers for the lease 
of the Facility to be built, financed, operated and maintained by it.  

Binding proposals for receipt of FLNG services from both of these suppliers are scheduled to be 
received in the first half of 2020. 

Consequences of the Covid-19 crisis 

As stated in section 1.7.2(F) above, due to the Covid-19 crisis, as at the approval date of the 
report, there is a high degree of uncertainty regarding the possible consequences of the crisis in 
2020 and thereafter on the global economy in general and energy prices in particular. Therefore, if 
the Covid-19 crisis continues or deteriorates, this may prevent the possibility of making an 
investment decision in general and in new projects in particular. 
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Forward-looking information: The above information regarding the possibility of and 
forecast for signing of the agreement as aforesaid is forward-looking information, as 
defined in section 32A of the Israel Securities Law, and there is no certainty that it will 
materialize, in whole or in part, in the above or any other manner, and it might materialize in 
a substantially different manner to the above description, and in particular there is no 
certainty that the parties will reach an agreement regarding the terms of the agreement. 

(4) Compressed natural gas (CNG)  

The Partnership is promoting the possibility of exporting gas to countries in the Mediterranean 
Basin by compressing the natural gas (CNG) and transporting it by specialized ships to 
destinations in these countries, including examination of the engineering design for the project. 
Exporting natural gas in this way may allow access to new and more export markets, including 
Greece, Mediterranean islands, Italy and other countries. The Partnership held initial discussions 
with governments seeking Israeli natural gas in this way. It should be noted that, to the best of the 
Company’s knowledge, there are currently no projects worldwide for supplying CNG in large 
quantities by sea. 

1.7.16. Order Backlog  

(A) Following is the order backlog attributable to the Company’s rights, as at the approval date of the 
reort, calculated on the basis of the minimum gas quantities (according to the contract take or pay 
(TOP) quantity) set out in binding agreements (agreements on a firm basis in which all the 
preconditions were met) for the supply of natural gas and condensate from the Tamar and 
Leviathan projects, which the customers undertook to consume or pay for, subject to the following 
principal assumptions: (1) All the options granted to the customers of Tamar and Leviathan 
partners to decrease the total contract quantity, as set out in sections 1.7.14(D)(1)c and 
1.7.14(D)(2)b above will be exercised; (2) in 2020-2021, IEC's consumption under the Tamar 
Agreement will be less than the TOP, due to exercise of carry forward, and will amount to 1.75 
BCM per year; (3) the price forecasts are based on the assumptions made for calculation of the 
discounted cash flows in the Tamar and Leviathan projects, as set out in sections 1.7.5(K)(1)b and 
1.7.4(J)(11)b above; (4) there will be no change in the minimum annual quantities in the export 
agreements to Egypt, as set out in sections 1.7.14(E)(1)b.5 and 1.7.14(E)(2)b.4 above; (5) the 
order backlog includes actual sales in January-February 2020 from agreements on an interruptible 
basis; (6) the revenues from the Tamar project will be calculated according to the Partnership’s 
(direct and indirect) holdings in the Tamar Project (25.7855%).  

Year 
Total revenue (in USD millions) as at December 31, 2019 

Leviathan Project Tamar Project 

Q1 2020* 66 48 

Q2 2020* 50 41 

Q3 2020* 64 45 

Q4 2020* 70 48 

2021 305 163 

2022 319 168 

2023 353 173 

2024 365 176 

2025 366 177 

2026 371 180 

2027 383 183 

2028 380 140 

2029 388 97 

*  The division between the quarters was made on a linear basis and in accordance with the terms of the 
gas sale agreements (if determined) in relation to the gas quantities to be supplied and the Partnership’s 
assumptions. 

 

Forward-looking information: The Partnership's estimates concerning the date and total 
revenue expected from the order backlog is forward-looking information, as defined in 
section 32A of the Israel Securities Law, based on the minimum gas quantities set out in the 
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binding natural gas supply agreements from the Yam Tethys, Tamar and Leviathan projects 
and the assumptions set out in this section, and there is no certainty that they will 
materialize, inter alia, due to the possible effect of any of the risk factors involved in the 
Partnership's operations, as set out in section 1.7.34 below.  

(B) As at December 31, 2018, the Company's order backlog for 2019 amounted to USD 156 million. 
The Partnership's actual revenue from the above order backlog in 2019 amounted to USD 270 
million. The difference between the expected revenue from the order backlog and the actual 
revenue in 2019 is due to the fact that in most of the agreements, the actual sales volume was 
higher than the minimum gas quantities fixed in the natural gas supply agreements from these 
projects. For the purpose of the backlog order forecast, only agreements on a firm basis were 
taken into account, whereas the agreements on an interruptible basis were not taken into account.  

1.7.17. Competition in the Mediterranean 

(A) Natural gas discoveries in Israel 

The main market for the supply of natural gas from the Partnership’s oil assets is the local market 
and markets in neighboring countries to which the natural gas can be transported by pipeline. The 
Partnership’s main competition is with the holders of oil and natural gas assets operating in Israel 
and neighboring countries as well as LNG importers. It should be noted that if LNG facilities are 
constructed or the access to the existing facilities is expanded, and if the possibility of export by 
pipeline is expanded, so that the potential target markets expand, the motivation to carry our 
exploration, development and production activities in the zone will increase. 

Upon the start of flow gas supply from the Leviathan reservoir in December 2019, the vast majority 
of the natural gas currently supplied to the Israeli market is from the Leviathan and Tamar 
reservoirs, which, as at the date of this report, are the only producing reservoirs within the 
territories of the State of Israel. In addition, small quantities of LNG are supplied to IEC by the 
regasification vessel through the offshore platform set up by INGL (“Offshore LNG Import 
Platform”). 

In order to comply with the Gas Outline Plan (as set out in section 1.7.26(A) below): (a) the rights of 
the Partnership and Noble in the Karish and Tanin reservoirs were sold to Energean Israel; (b) the 
Partnership sold 9.25% of its rights in the Tamar and Dalit Leases to Tamar Petroleum, as set out 
in section 1.7.30(N) below; (c) Noble sold 3.5% of its rights in the Tamar and Dalit Leases to 
Everest and 7.5% of its rights in the Tamar and Dalit Leases to Tamar Petroleum. In addition, 
according to the provision of the Gas Outline Plan, the Partnership is required to transfer all of its 
rights in the Tamar and Dalit Leases by December 17, 2021.  

After completion of the development project of the Karish and Tanin reservoirs, these reservoirs 
are expected to be another significant supply of natural gas to the local market along with the 
Leviathan and Tamar reservoirs. As set out in section 1.7.11 above, according to Energean’s 
reports, the Karish reservoir may start production in the first half of 2021. It should be noted that 
according to the provisions of the Gas Outline Plan, the Karish and Tanin reservoirs are designated 
for the supply of gas to the local market only. 

On November 15, 2016, the Minister of Energy announced opening of the sea to oil and natural 
gas exploration in a competitive process (“the Competitive Process”) in view of the findings of a 
study conducted for the Ministry of Energy, which determined that Israel’s exclusive economic zone 
has the potential for a discovery of 6.6 billion barrels of oil and 2,137 BCM of natural gas. As part of 
the process, 24 exploration areas with a maximum size of 400 square kilometers each were offered 
at a distance of at least seven km from the shore, according to the provisions of the Ministry of 
Energy on the matter. According to the terms of the tender, to encourage competition in the Israeli 
gas market, an entity that holds more than 25% of the rights (directly or indirectly) in an offshore 
lease with more than 200 BCM in the 2C (contingent resources) category as at the publication date 
of the tender (including the Partnership) will be precluded from bidding in the tender.  

As part of the Competitive Process, on January 15, 2018, the Ministry of Energy granted Energean 
five exploration licenses in the exclusive economic zone of Israel and on April 9, 2018, it granted a 
consortium of Indian companies an oil exploration license in one block. 

On November 4, 2018, the Minister of Energy announced launching of a second Competitive 
Process for natural gas and oil exploration in the exclusive economic zone of Israel (in this section: 
“the Second Competitive Process”) in which 19 exploration licenses (blocks), in five clusters of an 
area of 1,600 square kilometers each. The Ministry of Energy limited the number of licenses to be 
granted to each entity to eight only. It was also stipulated that a party that holds more than 25% of 
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an oil right that contains reserves of more than 200 BCM in categories 2P and 3C will not be able 
to participate in the Second Competitive Process and preference will be given to a group that does 

not include a party in existing leases128.  As part of the Second Competitive Process, on October 

28, 2019, the Minister of Energy granted eight oil licenses in two clusters to a consortium that 
includes two UK companies, Pharos Cairn Energy Plc and Energy Plc (the operator), and Ratio, 
and four licenses in one cluster to Energean (the operator) and Israel Opportunity129. The Ministry 
of Energy announced that another competitive process will be held in 2021.  

If the drilling in the existing and/or new license areas set out above lead to natural gas discoveries 
in significant quantities and if these discoveries (if any) are developed, these reservoirs are also 
likely to compete in the Partnership’s area of activity.  

Also, as far as the Company knows, over 15 years ago, British Gas Group (now owned by Shell) 
discovered a natural gas reservoir known as Gaza Marine, off the coast of Gaza, with estimated 
reserves of 1 TCF, and this reservoir may be developed in future and marketed to the local market 
and the Palestinian Authority.  

In January 2013, LNG started being imported to the local market through the Offshore LNG Import 
Platform off the coast of Hadera The Offshore LNG Import Platform is designed to receive an LNG 
regasification tanker and 0.5 BCF of the regasified gas per day. The Offshore LNG Import Platform 
was constructed to enable the supply of gas to the local market in the short term, in view of the 
shortage created at the time due to cancellation of the gas supply agreement from Egypt with 
EMG, and to produce strategic natural gas supply redundancy for IEC. LNG is mainly used as 
backup fuel for IEC during peak times when Tamar reservoir cannot supply the entire demand in 
the market, prior to start of gas supply from the Leviathan reservoir. Recently, due to the decrease 
in LNG prices, IEC purchased several LNG shipments on account of the natural gas purchases 
from the Leviathan and Tamar reservoirs. 

In addition, with respect to gas consumption by IEC, the natural gas suppliers compete with the use 
of coal for the production of electricity. Therefore, the level of consumption and price of natural gas 
may be affected by the price of coal worldwide and the tax policy thereof in Israel. For information 
about the Minister of Energy’s decision to reduce the use of coal, see section 1.7.29(F) below.  

The natural gas supplied by the Partnership to industrial customers replaces the use of liquid fuels, 
such as diesel fuel and fuel oil. The price of liquid fuels is usually higher than the price of the 
natural gas supplied by the Partnership, but despite being pollutants, the downtrend of oil prices 
worldwide may make these fuels competitive compared to the natural gas supplied to these 
consumers. However, it is noted that the Ministry of Environmental Protection is taking policy 
measures intended to ensure that plants with connection infrastructure that enables using natural 
gas will be prevented from using polluting liquid fuels. Moreover, the desire to increase the 
production of electricity from renewable energy, such as wind or solar energy is also likely to 
compete with natural gas. For further information about alternatives to natural gas, see 
section.1.7.3(I) above. 

Oil, if discovered by the Partnership in future, is easier to transport and market and can be sold to 
both the local market and the international market, where there is greater competition, but also 
more sales options. However, oil is a commodity with a price dictated by global fluctuations in 
supply and demand. 

(B) Natural gas discoveries in neighboring countries 

(1) Egypt 

To the best of the Company’s knowledge, the volume of natural gas reserves and contingent 
resources in Egypt is estimated at 57.4 TCF, of which 36.9 TCF are classified as reserves and the 
remainder as contingent resources. In addition, there is a potential for further significant discoveries 
due to numerous offshore and onshore exploration activities taking place in Egypt130. In 2015, the 
Zohar natural gas reservoir was discovered in Egypt containing a volume of resources which, as at 

 

128 It should be noted that in view of this announcement, the Partnership is precluded from participating in the Second 
Competitive Process. 

129 For the location of the licenses (blocks), see the publication on the Ministry of Energy website: 

 http://www.energy-sea.gov.il/English-Site/Pages/Offshore%20Bid%20Rounds/2nd-Bid-Round.aspx.  
130 BP Statistical Review of World Energy 2018.  

http://www.energy-sea.gov.il/English-Site/Pages/Offshore%20Bid%20Rounds/2nd-Bid-Round.aspx
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the approval date of the report, is estimated at 20 TCF (2P), based on various announcements. 
Production of gas from the Zohar reservoir commenced in December 2017 and to the best of the 
Company’s knowledge, is intended to be supplied to mainly the Egyptian domestic market. Egypt 
recently granted the Zohar reservoir partners a license to export specific quantities of natural gas 
from the reservoir as LNG to international markets, after being liquefied in the SEGAS facility. The 
export license was granted as part of a separate agreement between the facility owners, which the 
sale of holdings of Naturgy Energy Group S.A in the facility, and restructuring of the ownership and 
operating agreements of the facility. On March 14, 2019, Eni announced a discovery in the Nour 
prospect, but the quantity of gas in the reservoir (which is held by it at a rate of 40%) has not yet 
been announced. To the best of the Partnership’s knowledge, based on independent consulting 
companies, the volume of natural gas in the reservoir may be 50 BCM. It should be noted that in 
recent years, there are considerable exploration and production activities in onshore and offshore 
areas of Egypt, inter alia, with the entry and expansion of presence of significant players (such as 
Exxon Mobil, Shell, Chevron and Eni). For information about the scope of local demand of the 
Egyptian market in 2018 and 2019 and the local demand forecasts in Egypt in 2020 and 2021, see 
section 1.7.15(B)(2)b.2 above. For further information about the possible main target markets for 
the export of natural gas by the Partnership, see section 1.7.15(B)(2)b above. 

(2) Cyprus 

A. For further information about the Cypriot market, see section 1.7.15(B)(2)b.5 above. 

B. It should be noted that, as at the approval date of the report, Cyprus does not consume natural 
gas, despite the significant gas discoveries in its exclusive economic zone. The main reasons for 
this are the scope of the investment required to develop the discoveries on one hand, and the 
limited scope of the potential local market in Cyprus on the other hand. However, it appears that 
the Cypriot government is acting to import natural gas to Cyprus by other means, including 
construction of a floating regasification facility and purchasing LNG, as set out below.  

As at the approval date of the report, in the absence of relevant regulation in Cyprus regarding 
natural gas export facilities, it is impossible to estimate how additional discoveries, if any, could 
affect the manner in which gas will be exported from Cyprus and the competition, if at all, and 
should it develop, with respect to the local market and access to export infrastructure. 

C. To the best of the Company's knowledge, the Cypriot government and Cypriot electric company 
are taking steps to promote the replacement of fuel-based products with natural gas for the 
production of electricity. In October 2018, the Cypriot government published a tender for the 
construction of a regasification facility for LNG imported for the needs of the Cypriot local market, 
while in December 2019, it reported that the winner of the tender is a consortium led by China 
Petroleum Pipeline Engineering Co. Ltd. Simultaneously with the foregoing announcement, the 
Cypriot government indicated that the facility construction project is due to be completed in the first 
quarter of 2022. Accordingly, in June 2019, the Cypriot government published a tender for the 
import of LNG and the winner of the tender is expected to be announced in 2020.  

D. In February 2018, the consortium of Eni and Total made a new discovery of natural gas in Block 6 
in the exclusive economic zone of Cyprus, known as Calypso. Estimated resources in this 
discovery have not yet been published, but it is estimated that there is 6.4 TCF in the reservoir, 
which has similar characteristics to those of the Zohar reservoir. This Calypso discovery may affect 
the Partnership’s operations in Cyprus and/or Egypt. In addition, the companies that own the 
reservoir will want to export the gas to the Egyptian local market and/or channel it to the Egyptian 
liquefaction facilities and sale on international markets. It should be noted that liquefaction of this 
gas will take up part of the liquefaction capacity of the Egyptian liquefaction facilities.  

E. In September 2018, it was announced that a consortium headed by ExxonMobile had commenced 
the drilling two appraisal wells in Block 10 in the exclusive economic zone of Cyprus131. In February 
2019, the consortium issued a press release that it had made a new natural gas discovery, known 
as Glaucus, with preliminary estimates of 5-8 TCF of gas in place, and that the consortium intends 
to continue the interpretation work and drilling appraisal wells to better estimate the scope of the 
resources. This discovery may affect the Partnership’s operations in Cyprus and/or Egypt. 

F. In September 2019, it was reported that the Cypriot government had granted an exploration license 
in Block 7 to Total and ENI as part of a tender process held for companies that hold licenses 

 

131 Based on ExxonMobil’s public announcements.  
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adjacent to Block 7 only. In addition, the Cypriot government announced Total’s entry into Blocks 2, 
3, 8 and 9, which are owned by Eni (together with other partners).  

In addition, to the best of the Company’s knowledge, more appraisal drillings are expected in the 
coming years in the exclusive economic zone of Cyprus by a consortium headed by Eni in Blocks 3 
and 8132. The verification and appraisal wells are planned this year in Glaucus (Block 10) and 
Calypso (Block 6). It should be noted that according to the press releases, the tension between 
Cyprus and Turkey may affect the timetables for the exploration activities in the exclusive economic 
zone of Cyprus. It was reported in the media that the drilling rigs of the Turkish national oil 
company tried to carry out exploration activities, including drillings in the exclusive economic zone 
of Cyprus. To the best of the Partnership’s knowledge, no activity of drilling rigs belonging to 
Turkey is taking place in Block 12 (in which the Aphrodite reservoir is situated). 

(3) Lebanon 

At the end of February 2020, Total, which heads a consortium in Block 4 in the exclusive economic 
zone of Lebanon, announced the arrival of the Tungsten Explorer drilling vessel in the license area 
and a forecast for commencement of an exploration drilling within several days, probably to a 
Miocene layer target. According to Total’s reports, success in this drilling may lead to an additional 
drilling, to similar targets, in Block 9, which is situated on the border between the exclusive 
economic zones of Lebanon and Israel. 

1.7.18. Seasonality  

(A) In Israel and Jordan, the natural gas consumption for the production of electricity is affected, inter 
alia, by seasonal changes in demand for electricity and the maintenance plans of the power 
producers. The electricity consumption is usually the highest in the first and third quarters of the 
year (summer and winter). In Egypt, gas consumption is materially impacted by the demand for 
electricity and energy for cooling purposes and, therefore, summer months are the peak months in 
the demand for natural gas.  

(B) Following is data concerning the distribution of natural gas sales (100%) from the Tamar and Yam 

Tethys projects in the last two years133:  

Period 

Q1  

(BCM) 

Q2 

(BCM) 

Q3  

(BCM) 

 Q4 

(BCM) 

2019 2.7 2.4 2.8 2.6 

2018 2.4 2.5 2.6 2.4 

 

1.7.19. Facilities and production capacity of the Mediterranean reservoirs  

(A) Leviathan Project 

(1) Phase 1 - First Stage of the development plan of the Leviathan project 

The Phase I - First Stage production system comprises five main segments, as follows: 

A. Production wells: Four subsea production wells with a production capacity of up to 400 MMcf/d 
each. Natural gas from the Leviathan reservoir, which is at a depth of 3 km below the seabed, is 
transmitted from the production wells to the subsea production system.  

B. Subsea production system: The subsea production system connects the production wells to the 
production platform, and is on the seabed The subsea system has 14-inch pipelines which deliver 
natural gas and condensate from the wells to the subsea manifold. The manifold has two 18-inch 
exit pipes of 120 km each, which deliver natural gas and condensate to the production platform. 
The subsea system also has two 6-inch pipes of 120 km each to deliver MEG from the production 
platform to the wells, and a 120-km umbilical cable that connects the production platform to the 
wells and allows command and control of the natural gas production from the wells.  

 

132 Based on Eni’s public announcements. 
133  The figures refer to total natural gas sales of the all Yam Tethys and Tamar Partners, rounded off to the nearest 

tenth of a BCM. It should be noted that the figures do not include quantities supplied from the Offshore LNG Import 
Platform, which mainly operates during the months of peak demand for natural gas. 
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C. Treatment and production platform: The Leviathan platform is located 10 km from the shore. The 
platform is anchored to the seabed at a water depth of 86 meters by a jacket. The platform topsides 
are assembled on the upper part of the jacket, above sea level, and are divided at this stage into 
two main modules: (1) the domestic supply module, which contains, inter alia, natural gas and 
condensate production and treatment facilities, including gas liquid separator facilities, MEG 
regeneration unit, emission reduction unit (EGRU), generators, tanks, pumps, air compressors, 
helipad, employee living quarters, firefighting facilities, life boats, security devices, gas dehydration 
units, and auxiliary facilities and services, etc.; (2) a liquids supply module which stores condensate 
and MEG. The platform is designed to treat 1,200 MMCF of gas daily and 5,400 barrels of 
condensate per day, inter alia, using turbo expanders. It is noted that unlike the Tamar project in 
which the final treatment of gas and condensate is performed in the onshore receiving facility, in 
the Leviathan project, all treatment is performed offshore, on the platform. 

D. Transmission system to the shore: The pipeline from the Leviathan platform to the shore comprises 
a 32-inch pipe to transmit natural gas134 and a 6-inch pipe to transmit condensate. These pipes run 
below the coastline, through a designated 52-inch pipe and reach the coastal valve station, and 
from there, to the Dor valve station, which is located near the INGL valve station, to which the 
natural gas is transferred. The condensate pipe connects to EAPC’s underground onshore oil 
pipeline.       

E. Hagit site: The Hagit site includes a condensate storage tank and the pipeline, fittings, equipment, 
pumps, command, control and operation system, a tanker filling facility, auxiliary facilities and 
services, if required for safe and environment-friendly operation. The condensate reaches the Hagit 
site through a 6-inch buried pipe. Without the ability to transmit to Bazan, the condensate will be 
transmitted and stored at the Hagit site, and when necessary, delivered from there by tankers to 
the customers.  

It should be noted in the tests that were carried out in the preliminary stages of activity at the 
Leviathan Project facilities, a tremor was discovered in short pipeline sections (30 meters long, 
called jumpers) that connect each wellhead to the seabed pipeline. Consequently, as a precaution, 
the operator of the Leviathan Project temporarily limited the production from the Leviathan wells, in 
a  controlled manner, to assess the nature and scope of the tremor and whether it deviates from 
the tremor taken into consideration in the original plan135, using special equipment and based on 
expert opinions. As at the approval date of the report, means to reduce the tremor were installed on 
the jumpers of all the wells, to allow the flow of gas according to the original plan. The 
Commissioner of Petroleum Affairs also approved increased production in each of the four wells up 
to 350 MMBtu/d. 

It should be noted that, in accordance with the original plan, in the preliminary operating period, the 
total production capacity of the Leviathan Project is limited to 700-850 MMcf/d, as part of a ramp-up 
to full production capacity. 

In the upcoming period, after completing inspection of all the project systems, including the 
running-in and operation of the turbo expanders, which allow the production capacity to be 
increased from 800 MMcf to 1,200 MMcf, the partners intend to gradually increase production 
capacity to up to 1,200 MMcf/d, towards the summer. For information about the effect of the Covid-
19 crisis, among other things, on the project work plan, see section 1.7.2(F) above and the 
“dependence on contractors, equipment and professional services” risk factor, see section 
1.7.34(L) below. 

It should be clarified that in the preliminary stages of activity of the Leviathan Project facilities, 
additional events may occur, relating, among other things, to inspections of the activity of all of the 
production systems.  

(2) Phase 1 - First Stage of the development plan of the Leviathan project 

The planned facilities in the Leviathan project based on Phase 1 - Second Stage of the 
development plan might include: Four more production wells, each with a daily production capacity 

 

134 For information about the license for construction and operation of a pipeline, see section 1.7.29(N)(3) below. 
135 See the Ministry of Energy’s announcement: https://www.gov.il/he/departments/news/leviathan_130220 

 It should be noted that the event described above did not affect the natural gas supply to the Leviathan partners’ 
customers, according to the undertakings set out in the gas supply agreements, and on the annual sales forecast 
from the Leviathan project, as reflected in the discounted cash flow data, as set out in section 1.7.4(J)(3)c above. 
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of up to 400 MMCF which will be connected by subsea pipeline to the existing subsea production 
system; another 20-inch subsea pipeline of 120 km to transmit gas from the manifold to the 
platform; a regional export module with similar treatment facilities to the Phase I - First Stage 
facilities plus compressors, and a treatment capacity of 900 MMCF, intended mainly for regional 
export, so that together with the Phase I - First Stage treatment facilities, the total daily treatment 
capacity of the platform will be 2,100 MMCF. The gas from the platform to the export markets will 
be transported, inter alia, through a special pipeline, as set out in section 1.7.15(B)(2) above.  

With regard to assortment of alternatives for the additional stages in the Leviathan project 
development plan, see section 1.7.4(E)(2) above.  

(B) Tamar project  

The production system of the Tamar Project comprises five main segments, as follows: 

(1) Production wells: Six subsea production wells with a daily production capacity of up to 250 MMCF 
each (including the Tamar-8 well that started the flow of gas in April 2017). Natural gas from the 
Tamar reservoir, which is at a depth of 3 km below the seabed, is transmitted from the production 
wells to the production system on the seabed.  

(2) Subsea production system: The subsea system connects the production wells to the production 
platform, and is on the seabed The subsea system has 10-inch pipelines which deliver natural gas 
and condensate from the wells to the subsea manifold. The manifold has two 16-inch exit pipes of 
150 km each (“the Dual Pipeline”) which deliver natural gas and condensate to the production 
platform. The subsea system also has two 4-inch pipes of 150 km each to deliver MEG (anti-
freeze) from the production platform to the wells, and two umbilical cables of 150 km each that 
connect the production platform to the wells and allow command and control of the natural gas 
production from the wells. The Dual Pipeline include equipment that will enable the Dalit Reservoir 
to be connected the production of the Tamar Project in the future. The maximum supply of gas that 
can be transmitted through the Dual Pipeline under current conditions is 1.1 BCM daily and is, 
therefore, a bottleneck in the production system of the project. 

(3) Treatment and production platform: The Tamar platform is located 25 km from the shore and two 
km north of the Mari B platform. The production platform is anchored to the seabed at a water 
depth of 236 meters by a jacket. The platform topsides are assembled on the upper part of the 
jacket, above sea level, and contain, inter alia, the natural gas production and treatment facilities, 
including gas liquid separator facilities,  MEG storage, treatment and regeneration facilities, TEG 
gas dehydration units, emission reduction unit, generators, tanks, pumps, air compressors, helipad, 
employee living quarters, firefighting facilities, life boats, security devices, etc. The platform is 
designed to treat 1,200 MMCF of natural gas daily and 5,400 barrels of condensate daily. The 
treatment capacity of the platform can be increased by operating the four existing trains to a level 
of 1,600 MMCF of natural gas daily and 7,200 barrels of condensate daily, subject to making the 
required adjustments to the platform. 

(4) Transmission system to the shore and the Mari B platform: The transmission system from the 
Tamar platform comprises two parts: (1) a pipeline from the platform to the receiving facility that 
includes a short 20-inch pipe segment connected to a 30-inch pipe for the transmission of natural 
gas, a 10-inch pipe136 for natural gas supply, and two 6-inch pipes for the supply of condensate 
and/or MEG form the Tamar platform to the receiving facility; (2) a pipeline that connects the Tamar 
platform to the Mari B platform, which includes a 16-inch pipe for the supply of natural gas, an 8-
inch pipe for the supply of condensate, and the equipment required to insert natural gas and 
condensate into the Mari B reservoir, when necessary. 

(5) Receiving facility: Includes a system for supplementary treatment of the gas transmitted from the 
treatment and production platform so that it complies with the quality requirements for the purpose 
of transmitting it in the INGL national gas transmission system. 

For further information about the development plan for the Tamar project, including expansion of its 
supply capacity, see section 1.7.5(D) above.  

 

136 On August 29, 2016, the Minister of Energy granted the Tamar Partners a license to operate a 10-inch pipeline to 
be used to deliver natural gas from the Tamar platform to the entry point in the natural gas processing facility in 
Ashdod. Prior to granting of the license, the pipeline had been used to deliver condensate. 
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1.7.20. Human resources  

(A) As at the reporting date, Delek Energy does not engage any employees other than its CEO, Yosef 
Abu, who also serves as CEO of the Partnership’s general partner (80%) and serves in Delek 
Energy in a 20% position. As at December 31, 2018 and December 31, 2019, the following 
employees were engaged in the Partnership:   

Department No. of employee at 
December 31, 2018 

No. of employee at 
December 31, 2019 

Management and headquarters 7 8 

Professional 7 8 

Total 14 16 

 

(B) The Partnership and the Company also receive professional consulting services from various 
consultants, including geologists, geophysicists, lawyers, media consultants and financial advisors, 
as required. It is also noted that under the operating agreements in most of the projects to which 
the Partnership and/or the Company are partners, the project operator employs staff for 
management and operation of the projects. 

(C) The Company provides Delek Energy with director services. 

(D) Benefits and types of employment agreements 

Generally, the staff of the general partner in the Partnership and the Partnership are employed 
under personal employment contracts. Officers and senior management staff are employed under 
terms agreed with each of these office holders, including monthly salary, company car, mobile 
phone, and provisions for executive insurance and study fund. 

According to the provisions of the Partnerships Ordinance, on July 10, 2019, the general meeting 
of holders of Delek Drilling units adopted a revised compensation policy for officers in the 
Partnership and the general partner of the Partnership (which was revised in December 2018 with 
regard to directors and officers liability insurance). 

1.7.21. Raw material and suppliers of the Partnership 

A project operator is appointed for each project in which the Partnership has rights. The operator 
contracts with professional contractors and owners of the equipment required for every project. In 
general, there are currently no contractors in Israel that engage in drilling, offshore seismic surveys 
and some of the types of development and infrastructure works performed by the Partnership 
together with its partners in the various projects. Therefore, the operator signs agreements with 
foreign contractors for these services who are instructed to integrate local services and consultant 
in their activities, if possible. Offshore drilling equipment and other specialized equipment is 
chartered and transported from across the globe according to availability, the type of work and the 
needs of each project. Another important parameter that affects this matter is the price of crude oil: 
an increase in the price of crude oil usually affects the volume of operations in the segment and as 
a result, also the availability of contractors and required equipment. Generally, the Partnership 
does not engage directly with suppliers or professional contractors, since such engagement is left 
to the project Operator.  

1.7.22. Working capital  

(A) Composition of the Partnership’s capital 

The Partnerships' working capital is composed, with regard to the assets, primarily of cash 
balances, short term investments, various receivable balances and accounts and trade receivables 
resulting from transactions of the Partnerships, and with regard to liabilities, primarily from 
debentures, loans from financial institutions and accounts payable resulting from the Partnerships' 
transactions. 

(B) Working capital deficit  

Based on the figures in the Partnership’s financial statements as at December 31, 2019, the 
Partnership has working capital deficit in the amount of USD 456.4 million for the twelve month 
period, primarily due to current maturities of liabilities to banks and Tamar Bond debentures that 
mature in December 2020.  
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The amount included in the 
Partnership's financial 

statements as at December 

2019 

(USD thousands) 

Current assets 368,248 

Current liabilities 824,683 

Surplus current liabilities over current assets 456,435 

 

For further information concerning the financial position of the Partnership, see Note 1C to the 
Financial Statements. 

1.7.23. Financing  

Information concerning financing for the Partnership’s operations. For information concerning Delek 
Energy loans and credit facilities, see section 1.16 in part four of this chapter. 

As at the date of approval of this Report, the Partnership finances its operations from the sale of 
natural gas and condensate to Tamar Project and Leviathan Project customers, bank credit and 
issuing of debentures for the institutional market in Israel and abroad, and to the public in Israel. 

(A) Financing of the Leviathan Project 

On February 20, 2017, financing agreements, as were later amended, were signed (below in this 
sub-section: the "Financing Agreement") between the Partnership and a consortium of local and 
foreign banks led by HSBC Bank Plc and JP Morgan Limited (jointly below: the “Lenders”). Under 
the Financing Agreement, the Partnership will receive a limited recourse loan of USD 1.75 billion 
(below in this sub-section: the “Loan”) to finance its share of the investment in the Leviathan 
Project development. The loan was divided into four frames “Four Frames of Loan"), which will be 
available for withdrawal upon compliance with a number of preconditions, including the final 
investment decision (FID) by the Leviathan partners for the development of Phase 1A of the 
development plan and/or signing of gas supply agreements for a minimum annual amount as 
defined in the agreement, and which varies according to the scope of each frame. In addition, each 
frame will be available subject to compliance with a ratio of not less than 2:1 between the value of 
the resources in the reservoir (calculated on the basis of the last discounted cash flow data 
published by the project partnership prior to the calculation, plus the value determined in the 
agreement for each gas unit not taken into account for capitalized cash flow) and the balance of the 
loan (below: “Required Debt Cover Ratio”). The financing agreement includes another facility of 
USD 0.75 billion, which is contingent on signing agreements for the supply of gas at a minimum 
total annual volume defined in the Agreement, and a decision to increase the capacity of the 
production and transmission system to Phase 1B of the development plan or its alternative, which 
may be given by the Lenders, in whole or in part, or by other lenders, however, there is no 
undertaking by the Lenders to provide this facility. The Loan principal will be repaid in a single 
lump-sum payment 48 months after the date of signing of the Financing Agreement, in February 
2021. For information concerning the Partnership’s intention to refinance this loan see section 
1.7.23(C) below. The Loan is in US dollars and bears variable interest payable every three months, 
calculated at Libor plus a graded margin with an average effective rate (including fees to be paid up 
to 90 days from the signing date of the agreement) of 4.6% throughout the term of the loan. In 
addition, the Partnership undertook to pay fees for providing the Loan at a rate of 35% of the 
margin which will apply to the Loan for every amount not drawn.  

As at the date of approval of the Report, the Partnership has withdrawn USD 1.69 billion from the 
loan account. The funds withdrawn as aforesaid were used, inter alia, to cover the payment 
demands issued by the Leviathan Project operator to the partners, and to finance part of the loan 
costs.  

The funds of the loan are transferred to Delek Drilling (Leviathan Financing) Ltd., a wholly owned 
subsidiary of the Partnership, in accordance with the payment requests that the Operator issues to 
the partners in the Leviathan Project and for the purpose of financing part of the loan costs, and are 
transferred as a back to back loan to the Partnership under the same terms.  

The Financing Agreement sets out circumstances for early repayment of the Loan, including 
unlawfulness, falling below a minimal holding rate (as determined in the Agreement) in the General 
Partner and/or in the participating units of the Partnerships and partial repayment in the case of a 
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partial sale of the Partnerships' rights in the Leviathan Project. The Partnership has the right to 
prepay all or part of the Loan, at any time, subject to the terms set out in the agreement.  

To secure repayment of the Loan, the Partnership placed a lien on its rights to the assets relating 
to the Leviathan Project, including the Leviathan leases, joint operating agreement, project 
equipment and the insurance policies, gas sale agreements (including agreements to be signed in 
the future, if any) and the project accounts. The Loan is a limited recourse loan and the Lenders 
will have no recourse to the assets of the Partnership that were not pledged in their favor. It is 
noted that these liens are subject to the State's royalty rights and to the rights of other royalty 
holders who are entitled to royalties from the Partnerships (including interested parties), and that 
the liens registered on the Leviathan leases in favor of these royalty holders as part of an interim 
financing transaction to secure their royalty rights will remain in force, throughout the term of the 
Financing Agreement.  

As is standard in financing transactions of this type, the Partnership has assumed covenants, 
including the following main obligations: Restrictions on taking additional credit (these restrictions 
will not apply for non-recourse credit, subordinated loans from related parties and credit in a total 
amount of up to USD 800 million (the “Additional Credit”); compliance with liquidity tests, according 
to which, at test dates set out in the Financing Agreement, the Partnership will be required to prove 
that it has sufficient sources of finance to meet its obligations in the next 12 months and/or until 
production begins from the Leviathan reservoir; compliance with the required debt coverage ratio, 
this ratio will be measured upon each withdrawal (as set out above), when issuing a resource 
report and on date of sale of rights in Leviathan, if any; restrictions on changes in the operating 
segment; restrictions on actions that could have a material adverse effect; certain rights under the 
JOA may be exercised only with the approval of the Lenders, etc. Surplus withdrawals from the 
accounts pledged in favor of the Lenders will be on condition that no default event has occurred, 
and subject to the terms set out in the Financing Agreement (other than withdrawal for payments 
relating to the project), and among others, to supplementing the safety cushion and completion of 
certain technical tests. It should be noted that the Partnership has not yet been required to meet 
these tests. 

As is standard in financing transactions of this nature, the Financing Agreement defines events of 
default and other events that do not constitute a breach, which if occur, grant the Financing Banks 
the right to call for immediate repayment of the Loan, including the following main events: cross 
default breach of other limited-resource financial liability; an event that could have a material 
adverse effect on the Partnership's ability to comply with its material obligations with regard to the 
Financing Agreement or the project documents (as defined in the Financing Agreement) or its 
assets, businesses or financial status in a manner that will adversely affect its ability to pay its 
debts when they become due, or the project in a manner that will endanger or is highly likely to 
endanger the ability to refinance the Loan (below in this section “Material Adverse Effect on 
Partnership’s Ability”)137; cancellation of gas supply contracts and other project documents, if such 
cancellation will or is liable to adversely affect the ability to refinance the Loan; failure to comply 
with the liquidity tests defined in the agreement; failure to comply with the terms and conditions for 
the additional credit as described above; engagement in hedging transactions other than as agreed 
under the Agreement; transfer of control of the general partner, as defined in the Agreement, and a 
decrease in the Parent Company’s holdings, direct or indirect, of the participating units to 45% and 
less, or a decrease in the Parent Company's holdings , direct or indirect, of shares in the General 
Partner to 75% and less 138 ; abandoning of the project; insolvency; continuous force majeure 
relating to the Project that has or is likely to have a material adverse effect; and all subject to the 
terms and conditions set and/or for the recovery periods set out in the Agreement.  

(B) On August 1, 2019, the Partnership signed two loan agreements with a consortium of banks 
headed by HSBC Bank Plc and JP Morgan Limited and with the participation of Citibank NA Israel 
Branch and Goldman Sachs Bank USA (below in this section: “the Lenders” and “the Agreements”, 
respectively) regarding the provision of two credit facilities in a total amount of USD 300 million, 
under two loans, one of up to USD 75 million and the other of up to USD 225 million (below in this 

 

137 This event was included in the amendment to the Financing Agreement dated May 9, 2017, replacing the provision 
defining as a default event possible regulatory action that has a material adverse effect on the Partnership's ability. 

138  The Parent Company, as defined in the Agreement, includes, among others, Delek Energy, the Company and their 
affiliates, as defined in the Agreement. In the event of a decrease in the Parent Company’s holdings. as described 
above, the Partnership is required to notify the Lender’s agent, and in such case the Lenders may, in a resolution 
that will be adopted by a two-thirds (2/3) majority, call the loan for immediate repayment. 
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section: “the First Loan”, “the Second Loan”, and collectively, “the Loans”, respectively), and as at 
the date of this Report, the Partnership has withdrawn the entire amount of the Loans. The Loans 
were used by the Partnership to finance its current operations, including the distribution of profits. 

Below is a description of the main terms of the Loans: 

(1) Principal and interest of the Loans 

The Loans will be repaid in one payment in December 2020, and will bear a variable annual 
interest rate to be paid every three months, and calculated according to Libor plus a margin of an 
effective rate (including fees) of 4%. In addition, the Partnership undertook to pay a commitment 
fee for the unutilized credit facility at a rate of 35% of the interest margin that will apply to the 
Loans.  

(2) Liens 

To secure repayment of the Loans, the Partnership undertook to pledge the following in favor of the 
Lenders: (a) its holdings in Tamar Petroleum shares and their underlying rights (in this section: the 
"Tamar Petroleum Shares"); (b) the right to receive the balance of consideration from the sale of 
the Partnership's interests in the Karish and Tanin Leases to Energean Israel  (the "Energean 
Debt") as set out in section 1.7.11(A) above and 1.7.30(M) below; (c) the Partnership's rights in the 
bank account in which the Partnership deposits retained earnings from the Tamar Lease revenues 
under the terms and conditions of the debentures issued to classified investors (in this section:  the 
"Tamar Bonds"); (d) the Partnership's rights to receive royalties from the Karish and Tanin Leases  
(the “Pledge of Royalties”); and (e) the Partnership's rights in a bank account in which it will deposit 
retained earnings from revenues received from the Leviathan leases in accordance with the 
financing terms of the Leviathan Project , as described in Section 1.7.23(a)  above (the “Leviathan 
Loans”)  

In addition, the Partnership provided a negative pledge on the remaining assets of the Partnership 
at the signing date of the agreements. 

The Agreement stipulates that if the approval of the Commissioner of Petroleum Affairs for the 
registration of the Pledge of Royalties is not received by the end of six months from the date of 
signing of the Agreements (by February 1, 2020), the interest margin of the Loans will increase by 
1%, until the date on which the approval of the Commissioner is actually received. On February 25, 
2020, the Commissioner of Petroleum Affairs announced that he approves the Pledge of Royalties 
and subsequently the pledge was registered in the Petroleum Register accordingly.  

(3) Restrictions and undertakings with respect to the Loans 

As is generally the case in such financing transactions, the Partnership assumed restrictions and 
undertakings in the agreements, the main points of which are summarized out below:  

A. The Loans are contingent on compliance with a financial ratio of at least  3.5 to 1 (3.5:1) between 
the value of the Partnership’s assets and the outstanding balance of the debt. In this respect, the 
value of the Partnership’s assets will be based on the discounted cash flow figures of the 
Partnership's resources, subject to the adjustments set out in the Agreements, and the amount of 
the outstanding debt balance will include the net balance to be settled for the Partnership’s Loans 
and Debentures (Series A)139. 

B. In addition, the Agreements include additional standard restrictions, such as: a restriction on a 
change in the field of operations; restrictions on restructuring that may have a material adverse 
effect; a restriction on taking additional financial funding that is not included in the permitted types 
of financing defined in the Agreements; and more.  

(4) Provisions concerning mandatory full or partial early repayment 

The Agreements include provisions according to which, under certain conditions, the main ones of 
which are set out below, mandatory prepayment of the Loans, in whole or in part, may be required.  

A. Mandatory full early repayment of both Loans may be required: (1) in the event of a change of 
control140; (2) in the event of refinancing of the Leviathan Loans; (3) in the event of a distribution of 

 

139 For further information, see section 1.7.23(I)(3) below.  
140 In this matter, “change of control” will be if the Company does not directly or indirectly hold: (1) at least 25% of the 

participating units of the Partnership; or (2) more than 50% of the share capital of the General Partner of the 
Partnership. 
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profits other than a permitted distribution, which was defined as a distribution in a total amount of 
up to USD 300 million. In addition, the pledge on the Partnership rights in the Aphrodite oil asset 
may require full prepayment of the Second Loan only.  

B. Mandatory partial early repayment of the balance of the First Loan will be required in the event of: 
(1) the sale of any of the Partnership’s assets existing on the date of signing the agreements; (2) 
premature repayment of the Energean Debt by Energean Israel to the Partnership; (3) receipt of 
insurance payments for the Tamar project (in the event of premature repayment under the terms of 
the Tamar Bond and after repayment of the Tamar Bond); (4) an increase or refinancing of the 
Tamar Bond, other than for repayment of the Tamar Bond. The amount of the partial prepayment in 
each of the above events will be equal to the net proceeds, or any part thereof, as set out in the 
Agreements. 

C. Mandatory partial early repayment of the balance of the Second Loan will be required in the event 
of: (1) the sale of any of the Partnership’s existing assets on the date of signing the Agreements; 
(2) amounts received by the Partnership from the sale of shares or operating assets in one of the 
companies held by EMED, which was established for the purpose of the EMG transaction, as set 
out in section 1.7.30(F)(2), 1.7.30(F)(2) below; (3) receipt of insurance payments for the Leviathan 
Project (in the event of early repayment in accordance with the terms of the Leviathan Loans and 
after the repayment of the Leviathan Loans).  

(5) Partnership’s right of proactive early repayment 

The Partnership has the right of early repayment of any of the Loans at any time, without any make 
whole fee.  

(6) Events that allow the Lenders to call for immediate repayment of the Loans  

The Agreements define events of default and other events, the occurrence of which allow the 
Lenders to call for immediate repayment of the Loans, including the following main events: non-
payment; failure to comply with the financial covenant set out above; cross default of another 
financial obligation; insolvency events, including of a material subsidiary; and other standard 
stipulations, such as breach of a representation or undertaking; cessation of business; material 
deterioration, lawsuits and attachments; and government moratorium that affects the Loans; and all 
subject to the terms and reservations and/or the remedy periods set out in the Agreements. The 
Agreements further provide that in the event of change of control in the Partnership, the 
Partnership will be required to immediately give notice to the Lenders, and in such event, each 
individual Lender has the right to demand immediate repayment of its share within 30 days from 
the date of the event or the notice (the earlier of the dates). With regard to this matter, “change of 
control” is defined as a decrease in the Company's holdings, direct or indirect, to below 25% of the 
capital of the issued units or a decrease to 50% or less of the General Partner’s share capital. 

(C) Refinancing of existing loans 

As at the date of approval of the financial statements, the Partnership is assessing various options 
for refinancing the loans described in sections 0 and 1.7.23(b) above, which in accordance with the 
Loan Agreements, are due as of December 2020 and February 2021, respectively, by issuing 
debentures and/or with bank financing, in an amount that will not fall below USD 2.1 billion. For 
information concerning the risks involved in obtaining financing, particularly in view of the Covid-19 
crisis, see section 0 below.  

(D) As part of implementing the provisions of the Gas Outline, the Partnerships sold their holdings in 
the Karish and Tanin leases and are preparing to sell their holdings in the Tamar Project. The net 
proceeds (after tax, repayment of debentures/loans and other relevant liabilities, if any, inter alia, 
under the Partnership agreement) received from the sale of such holdings, will be used, among 
other things, to finance the Partnership's activities.  

(E) On May 19, 2014, Delek and Avner (Tamar Bond) Ltd., a wholly owned subsidiary of the Partnership 
(below: the Subsidiary” or “Tamar Bond”) completed the issue of debentures to classified investors in 
the US, Israel and other countries, for an overall amount of USD 2 billion in five debenture series of 
USD 400 million each, repayable in December of each of the years 2016, 2018, 2020, 2023 and 2025. 
The foregoing subsidiary provided the issue proceeds as a loan to the Partnership, under back to back 
terms as the terms of the debentures. For further information concerning collateral and commitments 
relating to the debentures, see Note 12K1 to the Financial Statements. On October 6, 2016 the 
Partnerships made early redemption of the first series in a total amount (original) of USD 400 million, 
instead of on the original redemption date on December 30, 2016. On July 27, 2017 the Partnership 
made partial early repayment of the four debenture series (Series 2018, 2020, 2023 and -2025), 
representing 20% of the outstanding balance of each debenture series (namely, USD 80 million for 
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each series), with the addition of accrued interest of USD 1.1 million, all in accordance with the 
provisions of the deed of trust of the debentures. On August 31, 2018, the second series (2018) in a 
total amount of USD 320 million was repaid, instead of on the original repayment date of December 30, 
2018. The amount of the early repayment of the foregoing second series included the principal, plus 
accrued interest in a total amount of USD 2.1 million, plus early repayment fee of USD 1.3 million (“the 
Early Repayment Fee”). The loan balance as at December 31, 2019 (less capital raising costs) was 
USD 953.6 billion. 

(F) On December 26, 2016, the Partnership completed the public issue of debentures (Series A) in an 
amount of NIS 767.8 million, and in a concurrent to the issue of debentures by Avner Partnership, a 
similar amount of NIS 760.7 million was raised. In total the Company and the Partnership jointly issued 
debentures (Series A) at par value  NIS 1,528,300, in return for their nominal value. The total proceeds 
received, less issue expenses, amounted to USD 392.6 million. Upon completion of the merger of the 
Partnerships, the Partnership’s Series A debentures were consolidated with Avner Partnership's Series 
A debentures, so that the two series became a single series of debentures (Series A) in the amount of 
NIS 1.5 billion. The proceeds from the issue were earmarked for the Partnership to use for investment 
and financing of operations in the Partnership’s oil fields and for financing its other ongoing needs and, 
among others, for distribution of profits. The balance of the principal of the debentures as at December 
31, 2019 amounted to NIS 1.4 million. The Partnership’s debentures and liabilities under the Deed of 
Trust for the debentures are not secured with any collateral whatsoever. 

The debentures bear fixed annual interest of 4.5%. The principal of the debentures is payable on 
December 31, 2021, together with the last interest payment. The principal and interest of the 
debentures are linked to the USD exchange rate.  

The Partnership may redeem the debentures ahead of their due date, at its own initiative, in whole 
or in part at any time, in accordance with the terms set out in the deed of trust. The Deed of Trust 
stipulates provisions for forced early redemption of the debentures, if the holding of the Partnership 
in the Tamar lease falls below 10% (out of 100%) and/or if the holding of the Partnership in the 
Leviathan leases falls below 18% (out of 100% of the holdings of all the partners in the Tamar 
project), in accordance with the terms and definitions described in the Deed of Trust.  

The Deed of Trust includes the undertaking of Partnership to repay the debentures, according to 
their terms, as well as additional standard undertakings in the Deeds of Trust, including the 
undertaking to ensure that until full repayment, the debentures will be rated by at least one rating 
agency, and the undertaking not to create a floating charge on all its assets in favor of any third 
party to secure any debt or liability, without the prior consent of the debenture holders. The 
foregoing does not restrict the Partnership in the creation of floating charge on all their assets, and 
the Partnership may create a fixed charge on all its assets and/or some of them, including the 
creation of fixed charges on one or more of the its assets, and the Partnership may take non-
recourse or limited-recourse loans without any restriction and without the prior consent of the 
holders of Debentures (Series B1) and/or the trustee, as the case may be. 

The Deed of Trust includes grounds for calling for immediate repayment of the debentures in certain 
cases, as is standard in deeds of trust, including: (a) in the event that the economic capital of the 
Partnership (as defined in the Deed of Trust) is less than USD 400 million ("The Minimum Economic 
Capital") for two consecutive quarters; (b) the economic capital to debt ratio of the Partnership 
separately (as defined in the Deed of Trust) is less than 300% (x3) for two consecutive quarters; (c) in 
the event that the Partnership made a distribution as defined in the Deed or announced its intention to 
make a distribution, which will reduce the economic capital to debt ratio of the Partnership separately to 
less than 450% (x4.5); and (d) in the event that the auditors’ opinion or review report of the quarterly or 
annual financial statements of the Partnership will contain a caveat concerning substantial reservations 
regarding the Partnership continuing its operations as a going concern. As at the date of the statement 
of financial position, the Partnership is in compliance with the  financial covenants set out in the Deed of 
Trust. 

In addition, the Deed of Trust contains a mechanism for adjusting the annual interest rate of the 
outstanding balance of the principal of the debentures in the event of a downgrade of the ratings Of 
the debentures so  that it would be lower than their base rating of A1 (according to the Midroog 
scale), as set out in the Deed of Trust, and in the event that the Partnership's economic capital will 
fall below the Minimum Economic Capital, or in the event that the economic capital to debt ratio Of 
the Partnership separately will be less than 350% (x 3.5), as set out in the Deed of Trust. 

For further information regarding the financial covenants that the Partnership undertook under the 
issue of debentures (Series A), see section (I)(1) below. 



  

A - 185 

(G) Pursuant to a permit granted to the Partnership by the Income Tax Authority close to the date of 
incorporation, the Limited Partnership has undertaken to refrain from taking loans in excess of 3% of the 
amount raised from investors in the Partnership without prior consent of the Income Tax Authority. It 
should be noted that all the foregoing financing was approved by the Income Tax Authority, as required.  

(H) On May 17, 2018, the general meeting of holders of participating units of the Partnership approved 
the issue of participating units and/or securities convertible into participating units by way of an 
offering of rights to existing holders of participating units during the period from foregoing approval 
at the general meeting through May 6, 2021, in an amount and under the terms that will be fixed as 
may be decided by the general partner, for the purpose of raising the amounts required, in the 
opinion of the general partner, for financing the ongoing operations of the Partnership, including for 
investment in the Partnership’s oil assets and repayment of its existing liabilities, and for 
empowering the general partner to decide on the structure, volume and timing of the issue, at its 
exclusive and absolute discretion, provided that a maximum amount will be set according to which 
the issue (or issues) will not exceed USD 300 million. Such issue may be made at any time under 
one or more prospectus and/or shelf offering memorandum, as the general partner will decide.  

(I) Financial criteria  

(1) The Partnership has complied with the financial criteria that it undertook as part of the public issue 
of Debentures (Series A), as aforesaid in section 1.7.23(F) above, and as set out below: 

Financial covenant141 Method of calculation 

Tested ratio as at 
December 31, 2019, and 
as at March 30, 2020142 

The financial equity of the 

Partnerships143  

If the financial equity is less than USD 400 
million (the "Minimum Financial Equity") for two 

consecutive quarters144.  

3,983 

Capital to debt ratio If the separate capital to debt ratio of the 
Partnership falls below 300% (3 times) for two 
consecutive quarters. 

6 

Distribution If the Partnership distributes a dividend or 
announces its intention to distribute a dividend 
that is one of the following: (a) a distribution that 
is contrary to the provisions of the Partnerships 
Ordinance and Companies Law; (b) a distribution 
of revaluation gains; and (c) a distribution that 
results in the capital to debt ratio falling below 

450% (4.5 times).  

– 

 

 

141 As set out in the Deed of Trust, failure to comply with the financial covenants described above will constitute 
grounds for the Trustee and the debenture holders to call for immediate repayment. 

142 The ratio is calculated, inter alia, based on the Tamar Project discounted cash flows as at December 31, 2019, 
included in this Report, and the Leviathan Project discounted cash flows as at December 31, 2019, also included in 
this Report. 

143 The Partnership's equity, based on the last annual or quarterly financial statements issued by the Partnership, as 
the case may be, less the cost of the investment recorded in these financial statements in all the projects for which 
capitalized cash flows were included in the last annual periodic report issued by the Partnership, or for which 
capitalized cash flows were published subsequent to the last annual periodic report as part of the Partnership's 
reports pursuant to the provisions of the Securities Law (the "Projects" and the "Last Capitalized Cash Flows", 
respectively), with the addition of the amount of the Last Capitalized Cash Flows of the Projects and with the 
addition of the abandonment costs recorded in these reports for the Projects. In this regard: (a) "Discounted cash 
flows" - as defined in section 36 of the Third Schedule of the Securities Regulations (Particulars of Prospectus and 
Draft Prospectus – Structure and Format)1969, and (b) "Total discounted cash flows" - the total discounted cash 
flows of the expected reserves (2P) and/or of the expected contingent resources (2C) of the Projects, accordingly, 
after income tax at the applicable corporate rate, with discount rate of 10%. 

144 If at any time the total outstanding par value of the outstanding debentures falls below NIS 400 million, then the 
minimum financial equity will be USD 250 million. Notwithstanding the foregoing, if at any time after the revision of 
the minimum financial equity, as aforesaid, the debenture series will be expanded so that the total outstanding par 
value of the outstanding debentures will be NIS 800 million and greater, then the minimum financial equity will again 
be USD 400 million.  
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Failure to comply with the financial covenants described above will constitute grounds for calling 
the debentures for immediate repayment. Other than the grounds for calling for immediate 
repayment set out in the above table, another cause for the immediate repayment of debentures is 
the event that the auditors’ opinion or review report of the quarterly or annual financial statements 
of the Partnership will contain a caveat concerning substantial reservations regarding the 
Partnership continuing its operations as a going concern.. 

(2) The Partnership is in compliance with the financial criteria that it undertook as part of the Leviathan 
financing agreement, as noted in section 1.7.23(a) above, as set out below: 

Financial 
covenant 

Method of 
calculation 

Tested ratio 
at Delek 

Drilling as at 
December 31, 

2019 

Tested ratio as 
at date of the 

Resources 
Report (January 

13, 2020)  

Tested ratio 
as at February 
27, 2020- date 
of withdrawal 

of funds145 

Tested ratio as 
at date of the 

Resources 
Report and as 
at March 30, 

2020  

The 
Required 
Debt Cover 

Ratio  

The ratio between 
the value of the 
resources in the 
Leviathan 

Reservoir146 and the 

loan balance will not 
fall below 2:1. 

2.8 3.1 3.0 3.0 

 

(3) The Partnership is in compliance with the financial criteria that it undertook as part of the Loan 
Agreements as defined and described in section (b) above, as set out below: 

Financial covenant 

Tested ratio at Delek 
Drilling as at 

December 31, 2019  
Tested ratio as at 
March 30, 2020  

A financial ratio that will not fall below 3.5 to 1 (3.5:1) 
between the value of the Partnership’s assets and the 

outstanding debt balance * 

4.8 4.8 

* In this matter, the value of the Partnership’s assets will be based on the discounted cash flow figures of 
the Partnership's resources, subject to the adjustments set out in the Agreements, and the amount of 
the outstanding debt balance will include the net outstanding balance of the Partnership’s loans and 
Debentures (Series A). 

 

1.7.24. Taxation  

For further information regarding taxation applicable to the Group's profits (below in this section: 
the “Companies”) that were generated in Israel, see Note 32 to the Financial Statements.   

The special tax issues, including the permit under the Petroleum Profits Tax Law, related to the 
Partnership’s operations, have yet to be litigated in Israeli courts and it is not possible to determine 
or to anticipate how the courts will rule on such issues, if and when they are brought before them. 
Furthermore, for some of the issues there is no way to anticipate the position of the Tax Authority. 
Since the operations of the Corporations are subject to special taxes that include tax benefits, 
changes that may result due to an amendment to the law, a ruling or a change in the position of the 
Tax Authority, as set out above, could have material implications on the tax applicable to the 
Corporations. 

 

145 As stated in section 01.7.23(A)1.7.23 above, compliance with the Required Debt Cover Ratio will be measured, 

inter alia, at the time of each withdrawal. As of May 17, 2017. through to the date of approval of the Report, the 
Partnership has made 37 such withdrawals, the last of which was on February 27, 2020. At each foregoing 
withdrawal, the Partnership complied with the required ratio.  

146   The value of the Leviathan Reservoir resources for the purpose of this test, will be calculated on the basis of the 
Last Discounted Cash Flow information  published by the Partnership for the Project, prior to the calculation, with 
the addition of the value fixed in the agreement for each unit of gas not taken into account for calculating the 
discounted cash flow. 
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Interpretation of section 19 of the Taxation of Profits from Natural Resources Law 

The Partnership is not a taxpayer under the Income Tax Ordinance (New Version) 1961 and 
accordingly, taxation of the taxable income of the Partnership is imposed on the holders of the 
participating units. When filing a report on the Partnership’s taxable income the General Partner is 
required to pay the taxes resulting from the report on account of the tax payable by the holders of 
participating units of the Partnership in the tax year. 

Pursuant to the provisions of section 19 of the Natural Resources Taxation Law, the tax is 
calculated according to the pro rata share in the Partnership of the holders of participating units 
that are corporations and the share of the holders of participating units of the Partnership who are 
individuals. 

In a judgment handed by the District Court on November 1, 2017, in a petition filed by the 
comptroller of the Partnership, it ruled that the tax payment resulting from the provisions of section 
19 should not be deemed as an equal distribution, in a uniform amount per unit, but rather as 
differential payment based on the various tax rates applicable to individuals and corporations, and 
that the Partnership and/or the General Partner must find the appropriate way to balance between 
the additional expense involved for the tax rate applicable to holders that are individuals and the 
expense involved for the tax rate applicable to holders that are corporations.  

The General Partner appealed this judgment. On July 28, 2019 the Supreme Court dismissed the 
appeal and held that the arrangement under which the Partnership will bear the full tax rate for the 
holders, individuals and corporations, as required under section 19, and will make balancing 
payments to the holders that are corporations, which will not be considered a distribution as 
defined in the Law, rather as the required outcome of the fact that the payments were made from 
profits on account of the tax. 

Shortly before the end of the 2017-2019 tax years, the Partnership paid, in addition to the 
payments on account of the tax applicable for holders who are individuals, balance payments to 
holders that are corporations. If there is a difference between the final assessment issued to the 
Partnership in the future and the estimate according to which the payments were made (the 
“Assessment Differences”), the Partnership will be required to pay (or receive) the required 
differences in the tax. 

As at date a approval of the Report, there is uncertainty regarding the proper balance arrangement 
with regard to the payment of the Assessment Differences (if any) and concerning the proper 
balance arrangement that the Partnership will be required to apply for the 2015-2016 tax years 
during which no balance payments were made. Consequently, the Partnership intends petitioning 
the court to decide and determine how it should act in the cases described above. 

1.7.25. Environmental risks and means for their management  

(A) Exploration, development, and production of oil or natural gas naturally involve risk of causing 
environmental damage, which could occur, inter alia, due to malfunction of equipment and/or work 
procedures and/or unexpected incidents. The severity of the risks vary for each incident and 
therefore the method for handling and treating them also varies. 

(B) The laws and/or guidelines of the competent authorities on environmental issues applicable to the 
Partnerships 

(1) The Petroleum Law and its regulations stipulate that, inter alia, drilling will be accomplished with 
due caution to prevent seepage of fluids or gas into the subsoil or uncontrollable gushing, as well 
as to prevent their penetration from one geological strata to another. Furthermore, it is forbidden to 
abandon a well unless it is plugged in accordance with instructions of the Petroleum 
Commissioner.  

(2) Furthermore, the Partnership's operations may be subject to the provisions of various 
environmental laws, including the Prevention of Sea Pollution (Dumping of Waste) Law, 1983 and 
its regulations; the Prevention of Sea Pollution from Land-Based Sources Law, 1988 (“the 
Prevention of Sea Pollution from Land-Based Sources Law”) and its regulations; the Prevention of 
Sea Pollution by Oil Ordinance [New Version], 1980; the Hazardous Substances Law, 1993 and its 
regulations; Maintenance of Cleanliness Law, 1984 and its regulations; the Liability for 
Compensation for Oil Pollution Damage Law, 2004 and its regulations; the Protection of the 
Environment (Powers of Supervision and Enforcement), 2011 and its regulations; the Prevention of 
Environmental Hazards (Civil Claims) Law, 1992; Clean Air Law, 2008 and its regulations; the 
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Protection of the Environment (Environmental Emissions and Transfers - Reporting and Registers 
Requirements) Law, 2012 and its regulations; the Prevention of Nuisances, 1961 and its 
regulations; the Protection of the Coastal Environment Law, 2004; the Business Licensing Law 
1968, and the regulations and orders issued thereunder. 

(3) Furthermore, apart from the Israeli statutory regulation, additional provisions regarding 
environmental issues have also been added to the terms of the leases issued to the Partnership, 
and the permits granted for establishing and operating the production systems for the projects in 
which the Partnership is a partner. During exploration, drilling and/or oil and natural gas production 
operations, the Partnership purchases independently and/or through the Operator, in accordance 
with the directives for providing collateral with respect to oil rights (see section 1.7.28(e)(1) below), 
damage insurance coverage for expenses of environmental cleanup, removal of debris and bodily 
injury and/or property damage to third parties caused by sudden accidental, unexpected and 
uncontrolled eruption of oil and/or natural gas. The Partnership does not take out insurance for 
damages caused due to non-accidental pollution or resulting from gradual and ongoing 
progression. It is noted that, in 2016 the Petroleum Regulations (Principles for Offshore Petroleum 
Exploration and Production), 2016 (which revoked the Regulations of 2006) were published, which 
include various provisions concerning offshore oil exploration and production, and among other 
things, conditions regarding the identity of the operator, including its experience in maintaining 
safety and environmental protection during its exploration and production operations.  

(4) In September 2016, the Ministry of Energy, together with the Ministry of Environmental Protection 
and other ministries, published directives for regulating the environmental aspects of offshore oil 
and natural gas exploration, development and production activities. These directives are intended 
to instruct holders of offshore oil rights regarding the measures and documents they are required to 
prepare as part of their operations within their lease areas, for the purpose of preventing or 
minimizing as far as possible any environmental hazards that could develop during offshore oil and 
natural gas exploration, development and production activities. For further information concerning 
the foregoing environmental guidelines see section 1.7.29(j) below. 

(5) In addition to the instructions of the Ministry of Energy and the Ministry of Environmental 
Protection, the Partnerships' operations may be directly or indirectly subject to environmental 
directives of other authorities, that may be given from time to time, on behalf of other governmental 
entities, including the Israel Lands Administration. 

(6) In addition, the operating permits for the Leviathan and Tamar platforms stipulate the leaseholder’s 
duty to act, with regard to environmental protection issues, pursuant to the law and the provisions 
and permits that are given pursuant to any law, as well as provisions regarding waste discharge 
into the sea, and emissions into the air, etc. These platform operating permits further stipulate that 
on matters with regard to which there are no Israeli legislative provisions, US safety and 
environmental protection standards will apply, as well as the provisions specified in some of the 
annexes to the MARPOL Convention (International Convention for the Prevention of Marine 
Pollution), which are or will apply with regard to movable or permanent rigs. 

(C) Environmental related events 

In 2019, there were no events or circumstances connected to the Partnership’s operations that 
caused environmental damage and that had a material effect on the Company and/or its operating 
sector.  

(D) Environmental risk management policies 

The operator of the various projects adopts a strategic ecological policy for protecting the 
environment and for complying with the provisions of the law in general and the environmental laws 
in particular. These policies include the operator's strict compliance with internal procedures for 
dealing with the environmental hazards of its operations, and includes appropriate training of 
human resources, and includes a work program for minimizing environmental damage and 
preventing failures and accidents, and for consistent improvement of the organizational culture with 
regard to safety, the environment and hygiene. As part of this, the operator has a dedicated team 
for the development stage and the operating stage, responsible for implementing and supervising 
this policy and for carrying out the procedures to ensure implementation of and compliance with all 
requirements and standards, including various systems for the management of environmental risks, 
such as Safety & Environmental Management Systems (SEMS) In addition, the operator carries 
out due diligence, through a third party, in addition to the routine audits by the Ministry of Energy 
and the Ministry of Environmental Protection, of the production installations and drilling rigs. The 
operator conducts routine activities with regard to environmental protection, safety and hygiene 
issues to increase awareness, knowledge and preparedness, including drills and training of the 
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operating crews. The Partnership is working to obtain periodic and specific updates, as required, 
concerning the Operator's activities as aforesaid. It is further noted that, notwithstanding the 
Operator's different position with regard to the legal interpretation of the applicability of Israeli laws, 
and the environmental laws in particular, to its offshore operations outside of the territorial waters 
(including its operations in the EEZ fields) to that  adopted in the expert opinion noted in section 
1.7.29(e) below, in addition to the foregoing, the Operator acts to obtain all the permits required 
under the environmental regulatory provisions for each of the fields in which it operates, as the 
case may be, including business licenses under the Business Licensing Law, 1968, toxins permits 
under the Hazardous Substances Law, 1993, waste discharge permits under the Prevention of Sea 
Pollution from Land-Based Sources and air emissions permits under the Clean Air Law, 2008.  

In this regard it is noted that on November 6, 2019, the Operator received an air emissions permit 
for the Leviathan Rig, the validity of which is set out in the law, for a period of 7 years until 2026 
(the “Leviathan Emissions Permit”). The emissions permit includes, among other things, maximum 
emission levels for emission sources on the Leviathan Rig, and provisions with regard to 
implementation of best available technology, monitoring, sampling, control and reporting to the 
Ministry of Environmental Protection.  

Furthermore, in 2019, the Leviathan Project Operator received a preliminary business license, 
waste discharge permit and toxins permit for the Leviathan Rig, which are extended from time to 
time as required by law. A business license and toxins permit were received for the Hagit field, 
which are extended in a similar manner. 

It should be noted that the Tamar Project Operator has applied for an emissions permit for the 
Tamar rig. A draft emissions permit was published for public comment in accordance with the 
Clean Air Law, 2008, and a public hearing was held. As at the date of approval of the Report, the 
Operator is still awaiting receipt of the revised version of the permit.   

The terminal operates under an emissions permit dated December 10, 2014 (the “AOT Emissions 
Permit”). According to the information provided to the Partnership by the Operator, in 2019 the 
Ministry of Environmental Protection required the Operator to submit an application to update the 
emissions permit, which was submitted to the Ministry of Environmental Protection in May 2019 As 
at the date of approval of the Report, the Operator is working on an application for a new emissions 
permit for the terminal, ahead of expiration of the present permit, and is maintaining contact with 
the relevant persons at the Ministry of Environmental Protection on the matter  

(E) Environmental costs and investments 

To the best of the Company's knowledge, the expected costs for environmental protection are 
included in the budgets for the various projects and are revised from time to time, in accordance 
with the approved work schedules. As at date of approval of the Report, no additional material 
costs are expected. 

It should be noted that, on June 27, 2019, the operator informed the Tamar partners that 
installation and running-in of dedicated systems for reducing air emissions from the Tamar platform 
were completed, at a budget of USD 40 million (100%). Installation of the system was completed 
on March 31, 2019, and it reduces the emission of various pollutants by more than 98% at values 
exceeding the Operator’s commitment to the Ministry of Environmental Protection. 

(F) Material legal or administrative proceedings on environmental issues 

As at date of approval of the Report and to the best of the Company's knowledge, no material legal 
and/or administrative proceedings are being conducted against the Company and/or Partnership 
and/or any of the Group companies operating in the energy sector in Israel and/or any of their 
officers, with regard to environmental protection, that could have a material effect on the Company 
and its operating segments. 

(1) To the best of the Company's knowledge, in February 2019, the Zalul Environmental Association 
(below in this section: the “Association”) filed an administrative petition against the Director of the 
Air Quality and Climate Change Division of the Ministry of Environmental Protection and the 
Minister of Environmental Protection (below in this section: the “Ministry of Environmental 
Protection”), and against the operator in the Tamar Project. Under this petition, the court was 
moved to issue an order nisi ordering the Ministry of Environmental Protection to explain why it 
failed to exercise its authority under the Clean Air Law, 2008, to inform the operator in the Tamar 
Project of its intention to impose financial sanctions, subject to a hearing, or alternatively, why it 
does not delegate these powers to the Petitioner. This, as argued in the petition, because the 
Tamar rig has been operating for four years without an air emissions permit, in violation of the 
provisions of the law, and that the Ministry of Environmental Protection has the authority to impose 
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financial sanctions of up to an amount of close to NIS 100 million. On July 7, 2019, a pretrial 
hearing was held on the petition, after which the court decided to dismiss the petition, at the 
Petitioner’s request, and after the Ministry of Environmental Protection announced that the process 
for reviewing the application for an emissions permit for the Tamar rig would be completed no later 
than the end of 2019. For information regarding the foregoing emissions permit, see section (d) 
above.  

(2) On August 28, 2019, the Homeland Guards Association (“the Petitioner”) petitioned the Jerusalem 
District Court against the Ministry of Environmental Protection and its officials and against Noble and the 
Ministry of Energy, in which it sought to instruct the Ministry of Environmental Protection and its officials 
to require Noble or the Ministry of Energy to provide various items of information, which, the Petitioner 
claims, is required for the purpose of making a decision on the application for the Leviathan Emissions 
Permit; to release the full information to the public and to allocate a 45-day period for comments; and to 
refrain from issuing an Emissions Permit for the rig until the petition is heard. Concurrently with the 
petition, a motion was filed for an interim order and a temporary injunction, aimed at preventing the 
issue of the Leviathan Emissions Permit until the petition was heard. On September 5, 2019, the motion 
for  an interim order and a temporary injunction was denied. On December 19, 2019, the court handed 
down its judgment, dismissing the petition and charging the Petitioner with the respondent’s costs in an 
amount of NIS 60 thousand. On February 3, 2020, the Petitioner appealed the District Court’s judgment 
with the Supreme Court. 

(3) On November 21, 2019, a petition was served on Noble, which was filed by the Zichron Yaakov 
Local Council, Zalul Environmental Association, the Jisr az-Zarqa Local Council, the Megiddo 
Regional Council, the Pardes Hanna-Karkur Local Council and the Hefer Valley Regional Council 
(in this section: the “Petition” and the “Petitioners”, respectively) against the Head of the Air Quality 
Division at the Ministry of Environmental Protection and against Noble (in this section: the 
“Respondents”) with the Jerusalem District Court. In the petition, the court was moved to order the 
Leviathan Emissions Permit null and void, and to rule that there would be no activity on the 
Leviathan platform that entails the emission of gases. Alternatively, the court was moved to rule the 
approval of the running-in plan for the platform will be revoked. An interim injunction was also 
sought to prevent platform activity that requires an emissions permit. On December 17, 2019, the 
court handed a temporary injunction whereby, pending another decision, the Respondents will 
refrain from operations on the Leviathan rig that entail the emission of gases, and that the 
emissions permit will be frozen (“the Temporary Injunction”). On December 19, 2019, the court 
handed a decision regarding cancellation of the Temporary Injunction and dismissal of the petition 
for an interim injunction. On January 5, 2019, an preliminary hearing was held on the Petition. On 
March 15, 2020, the court handed its judgment, dismissing the Petition.  

(4) On April 27, 2020, the Ministry of Environmental Protection notified the operator in the Leviathan 
Project of its intention to impose a financial sanction pursuant to the Prevention of Sea Pollution 
from Land-Based Sources Law, due to alleged non-compliance with the terms and conditions of the 
waste discharge permit of the rig. The notice indicates that the Ministry of Environmental Protection 
intends to impose four separate fines on the operator, amounting to NIS 10,809,360. The operator 
may file its arguments in writing within 30 days of the date of receipt of the letter regarding the 
intention to impose financial sanctions on it and their amount. 

(G) Cyprus 

To the best of the Company's knowledge, under the Impact on the Environment from Certain Plans 
and/or Programs Law (2005), (which was adapted to the EU directive), strategic environmental 
assessment is required with regard to government decisions concerning activities or programs that 
may affect the environment. The Cypriot Ministry of Energy assigned the preparation of the 
strategic environmental assessment report to companies operating in the industry (following a 
tender) with regard to oil and natural gas exploration and production in Cyprus and in the Cypriot 
exclusive economic zone (EEZ) ("the Environmental Report"). The holder of an exploration and 
production permit is required to operate in accordance with the Environmental Report and to 
conduct preliminary environmental surveys for such operations in the permit area. 

It is further noted that the EMG Pipeline and its operation, which connects the Israeli pipeline 
network in the Ashkelon area to the Egyptian pipeline network in the el-Arīsh are, are subject to 
both Israeli and Egyptian regulation. 

In addition, as at the date of approval of this Report, and according to information the Partnership 
received from the Operator, the Company is not aware of any failure to comply or deviation from 
environmental requirements in any of the projects in which the Partnership holds rights, which 
could have material effect on the Partnership and on the Company. 
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1.7.26. Restrictions on and supervision of the Partnerships' operations 

(A) The Gas Outline Plan  

(1) On August 16, 2015, Government Decision No. 476 was issued (which was adopted in the 
government decision of May 22, 2016), regarding an outline plan for increasing the quantity of 
natural gas produced from the Tamar147 natural gas field and swift development of the Leviathan, 
Karish, and Tanin gas fields and other gas fields (below in this section: the “Government 
Decision”), that came into force on December 17, 2015 with an exemption granted from certain 
provisions of the Economic Competition Law to the Partnership, Ratio and Noble (below in this 
section: the “Parties”) by the Prime Minister, in his capacity as Minister of the Economy, pursuant to 
the provisions of section 52 of the Economic Competition Law (below in this section: “the 
Exemption” or “Exemption Under the Economic Competition Law”), the main points of which are 
presented below (the Government's Decision and the exemption provisions together will be known 
as: the “Gas Outline Plan”).   

(2) The restrictive trade practices with respect to which the Exemption was granted are:  

A. The restrictive arrangement that was allegedly created, according to the position of the 
Competitions Commissioner, as a result of the acquisition of the Ratio Yam license by the 
Partnerships and Noble; and the restrictive arrangement allegedly created, as a result of the parties 
joining together as co-holders of the Ratio Yam permit and Leviathan reservoir. 

B. The restrictive arrangement that may allegedly be created if the parties or some of them will jointly 
market the gas produced from the Leviathan reserve to the domestic market until January 1, 2025. 148 

C. The restrictive arrangement that may allegedly be created if the parties or some of them will jointly 
market the gas produced from the Leviathan reserve to the domestic market until January 1, 2025. 

D. The restrictive arrangement that may allegedly be created as a result of a specific natural gas 
purchase agreement from the Leviathan reserve, provided that such agreement is signed by 
January 1, 2025. 

E. With regard to their operations in the Tamar and Leviathan reservoirs only, the Partnership and 
Noble hold a monopoly as declared by the Competitions Commissioner149.  

(3) The exemption from the restrictive arrangements set out in sections 1.7.26(A(2)b through 
1.7.26(A)(2)e above is contingent upon the fulfillment of the following conditions:  

A. Karish and Tanin 

 Under the Gas Outline Plan, the Partnerships and Noble are required to transfer all their interests 
in the Karish and Tanin Leases to a third party that is not affiliated with any of the Parties, subject 
to the approval of the Commissioner of Petroleum Affairs150.  

 The permitted export quota of 47 BCM from Karish and Tanin reservoirs was replaced, as of the 
date of approval by the Commissioner of Petroleum Affairs, by the duty to supply the domestic 
market imposed on the Leviathan leaseholders. 

In accordance with the provisions of the Outline Plan, the entire holdings in the Karish and Tanin 
Leases were transferred to a third party in December 2016. For further information see section 
1.7.30(M) of this Report. 

B. Tamar Project151 

 

147  Tamar was defined in the exemption attached to the Gas Outline Plan as "a natural gas reservoir located in the 
area of the Tamar I/12 and Dalit I/13 leases and the rights held by the holders of the Tamar in the gas pipeline 
infrastructure and all its components and parts, including the rights of the holders of Tamar to use the onshore 
reception and processing facility, from the Tamar Reservoir to the National Pipeline network". 

148  The Minister of Energy has the authority, under certain conditions set out in the Exemption, to extend the exemption 
until January 1, 2030. 

149  For further information, see footnote 148 above.  
150 As aforesaid, on December 26, 2016, a transaction for the sale of all the interests of the Partnership, Avner and 

Noble, in the Tanin I/16 and Karish I/17 leases (jointly below: “Tanin and Karish Leases”) to Energean Israel. 
151  The Outline Plan provides that the periods during which a force majeure event occurred in Tamar will not be taken 

into account. If such events occur, the relative time count relating to Tamar will be halted, provided that the 
Partnerships and Noble act rapidly and diligently to correct the damage caused by the force majeure. A force 
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 The Partnership and Avner152 will transfer, within 72 months from the date the exemption under the 
Economic Competition Law was granted ("the Tamar Effective Date") all their rights in the Tamar 
and Dalit Leases to a third party that is not related to the any of the parties or that holds a means of 
control in the Leviathan or Karish and Tanin reservoirs, subject to the approval of the 
Commissioner of Petroleum Affairs153.  

On this matter it is noted that the Company and Delek Energy held discussions with the 
government on the question of whether the provisions of the foregoing Gas Outline Plan regarding 
the exercise of the Partnership's rights in the Tamar reservoir also establish the obligation to 
dispose of the rights to royalties of the Company and companies under its control from the Tamar 
reservoir. In this context, it should be noted that Delek Energy sold its royalty rights from its Tamar 
and Dalit holdings to Delek Royalties, as described in section 1.7.30(a) below and the Company 
sold its right to royalties from the Tamar and Dalit Leases to third parties, as set out in Noe 12C5. 

In order to obtain the approval of the Commissioner of Petroleum Affairs for the transfer of Delek 
Energy's royalty rights from the Tamar Project, the Company and Delek Energy undertook that the 
provisions of the Gas Outline Plan will apply to the shares that they hold in Delek Royalties, and in 
the letter of the Competition Authority dated January 3, 2018, it states that it on December 17, 
2021, the Company and/or Delek Energy will be a “related party” to Delek Royalties, as this term is 
defined in the Gas Outline Plan, and if at this date the Company and/or Delek Energy will hold 5% 
or more of Delek Royalties shares, the provisions of the Gas Outline Plan will apply, so that the 
sanctions for failure to comply with these provisions will apply only with respect to shares in Delek 
Royalties154.  

 By the Effective Date for Tamar, Noble will submit a binding sales contract to the Commissioner of 
Petroleum Affairs, such that subsequent to its realization, Noble's rights in the Tamar lease will be 
no higher than 25% and the excess rights will be transferred to a third party that is not related to 
the parties or to any one of them, and does not hold the means of control in the Leviathan reservoir 
or the Karish and Tanin reservoirs, subject to the approval of the Commissioner of Petroleum 
Affairs155.  

 If all the interests noted in subsections A and B above have not been transferred (the “Transferred 
Tamar Rights”) by the Effective Date, the unsold Transferred Tamar Rights will be transferred to a 
trustee (as defined in the Gas Outline Plan), which will try to find buyers and obtain the highest 
bidder for the sale of Transferred Tamar Rights, and all in accordance with the Gas Outline Plan 
and the instructions received from the Competitions Commissioner. The trustee will sell the 
Transferred Tamar Rights while taking into account the market value and the highest price offered, 
and in any event no later than 12 months after the date of the transfer of the rights in Tamar (even 
if the price does not represent the real value of the Transferred Tamar Rights). From the Tamar 

 

majeure at Tamar was defined as being: "war, military operation, terror act, significant accident or natural disaster 
that result in significant malfunction or significant defect in any of the facilities or systems required for production 
gas, and that as a result supply of gas ceased or was significantly reduced for a significant period and prevented 
the Partnerships and Noble from selling the relevant oil asset in a regular course of business, and any rational 
person acting in place of the Partnerships and Noble would not have been able to prevent or overcome them". 

152 As stated above, on May 17, 2017, Avner was merged with and into the Partnership, so that all of Avner's assets 
and liabilities were transferred to the Partnership as is, and on May 17, 2017, Avner was liquidated without 
dissolution and was struck off from the records of the Registrar of Partnerships. 

153 To comply with the provisions of the Gas Outline Plan, on July 20, 2017 a transaction was engaged for the sale of 
9.25% of the Partnership's interests in the Tamar and Dalit Leases to Tamar Petroleum. As at date of approval of 
this Report, the Partnership holds 13.42% of the voting rights and 22.6% of the equity rights in Tamar Petroleum. In 
order to comply with the provisions of the Gas Outline Plan, the Partnership will be required to sell its foregoing 
holdings in Tamar Petroleum by the effective date. 

154 Namely, the Company and/or Delek Energy will retain holdings of less than 5% and if they have any additional 
holdings, these will be transferred to the trustee who will take necessary action to exercise them in accordance with 
the provisions of the Outline Plan.  

155 In December 2016, a transaction was closed for the sale of 3.5% of Noble's interest in the Tamar and Dalit Leases 
to Everest, in which Harel Insurance Company Ltd. and other institutional entities under its control, as well as Israel 
Infrastructures Fund Group. are partners; on March 14, 2018, the transaction between Tamar Petroleum and Noble 
was completed, under which Noble sold 7.5% (out of 100%) of its interests in the Tamar and Dalit leases to Tamar 
Petroleum. In this regard, it should be noted that Noble sold its shares in Tamar Petroleum and thus completed its 
obligation under the Gas Outline Plan, regarding this matter. For further information, see footnote Error! Bookmark 
not defined.Error! Bookmark not defined. above.  
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Effective Date or the date of sale of Noble's interests in the Tamar Lease, as set out above, 
whichever is earlier, Noble will no longer hold any veto rights with respect to the Tamar reserve. 

 The consideration for the entire interests of the Partnership, Avner and Noble in Tamar may not be 
paid in royalties The proceeds may be paid in future installments, provided that the installment 
milestones are not linked to the prices or volumes of gas to be sold from the Tamar reserve. 
Notwithstanding the foregoing, the Partnerships and Noble may retain the right to royalties from the 
sale of oil (other than condensate) from the Tamar reservoir, if any is discovered. 

C. New agreements for the supply of natural gas from the Leviathan and Tamar reservoirs 

 Agreements for the supply of natural gas from the Leviathan and Tamar reserves signed after the 
date of the Government Decision will comply with the following provisions: 

a) No limits will apply to consumers regarding the purchase of natural gas from any other natural gas 
supplier. 

b) Consumers may resell the natural gas that they purchased pursuant to the terms and provisions 
set out in the Exemption. 

c) The parties may not impose any limit on the selling price at which the consumer may resell the 
natural gas. 

 With regard to agreements for the sale of natural gas from the Tamar reserve that are singed from 
the date of the Government Decision through to the end of four years from the approval by the 
Commissioner of Petroleum Affairs for the transfer of the Karish and Tanin Interests ("Options 
Opening Date") the holders of rights in the Tamar reserve will be required to offer to every 
consumer the option for purchasing gas under contract for any term they will choose up to 8 years 
or longer term to be agreed between the parties and the consumer. With regard to an agreement 
that exceeds 8 years, the consumer will be given the unilateral right to cut the term of the 
agreement short within a time window of 3 years from the Options Opening Date. 

 With regard to agreements for the sale of gas from the Leviathan reserve that are signed from the 
date of the Government Decision through the Options Opening Date, the holders of rights in the 
Leviathan reserve will be required to offer every consumer the option of purchasing gas under 
contract for any term they will choose up to 8 years or longer, as agreed between the parties and 
the consumer. 

 On April 2, 2017, the Tamar partners clarified the following in a notice to the Minister of Energy, the 
Budget Director in the Ministry of Finance, and the Economic Competition Commissioner: 

a) If there is a delay in the initial supply of gas by a new gas supplier, the Tamar partners will allow 
their customers, in accordance with gas supply agreements signed from the date of the Gas 
Outline Plan until four years after the Commissioner's approval of the transfer of the rights in the 
Karish and Tanin gas reservoirs (the opening date of the options), which were supposed to start 
purchasing gas from the new supplier, fully or in part, to extend the contract with them until the new 
supplier is able to supply gas in commercial quantities (but no more than eight years after signing 
the agreement with them), without changing the terms of the agreement.  

b) The Tamar partners also clarified that they will grant a consumer that is an electricity producer or 
other consumer wishing to construct new facilities and is forced by the financing requirements of 
the facilities to sign a long-term gas supply agreement, the option of signing an agreement that is 
longer than eight years, and according to the supply capacity of the Tamar project. 

(4) Additional provisions in the Government Decision 

A. Prices 

 So long as the holders in the rights in the Tamar and Leviathan leases comply with the terms and 
conditions of the Government Decision and Exemption under the Economic Competition Law, the 
provisions of the Commodity and Service Price Control Order (Application of the Law on Natural 
Gas and Level of Control) 2013 will remain in force, applying control on the gas sector with regard 
to reporting profit margins and gas prices, for a period commencing on the date of the Government 
Decision, i.e. August 16, 2015, through to the date on which the transfer of the Partnership, Avner 
and Noble's rights in the Karish and Tanin leases is completed, as set out in section 1.7.30(M) 
above or in the Tamar lease as set out in section 1.7.26(A)(3)b above, whichever is the earlier, 
("the Transition Period").  
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 During the Transition Period, the holders of the Tamar and Leviathan rights, including the 
Partnerships (below in this section: "Holders of Rights in the Leases") will offer potential consumers 
the natural gas price and linkage options, as set out below: 

a) A base price that will be calculated according to the weighted average of the prices in the 
agreements between the leaseholders and their consumers and that is updated in each quarter 
(according to the formula set out in the Government Decision).  

b) The Brent price per barrel as calculated according to a formula that benefits the consumers that 
have, at the date of the Government Decision, agreements with the Tamar partners. 

c) For private power producers (conventional or co-generation) that comply with the terms and 
conditions set out in the Government Decision, other than the alternatives provided in subsections 
(a) and (b) above, also the alternative that includes linkage to the power production cost.  

 The provisions of subsection 2 do not derogate from the obligation of the holders of rights in the 
Tamar and Dalit Leases to offer Israeli consumers gas at the price fixed in an export agreement in 
order to meet the conditions for the taxation mechanism as set out in section 1.7.26(A)(4)d below. 

With respect to tax decisions that were issued with regard to the amendment to the Tamar-
Dolphinus Agreement and the amendment to the Leviathan-Dolphinus Agreement, see Sections 
1.7.14(E)(1)b and 1.7.14(E)(2)b above 

B. Export of natural gas 

 A government decision dated June 23, 2013, adopting the majority of the Zemach Committee 
recommendations (as defined below) and its amendment dated January 6, 2019 (subsequent to 
the conclusions of the Adiri Commission (as defined below)), among other things, clarifications and 
amendments were made regarding the manner for calculating permissible export quotas and 
creating excess in the gas supply system. For further information, see section 1.7.29(a) below.  

 Furthermore, the decisions stipulated that the Tamar leaseholders will be permitted to use the Mari 
B rig for the entire term of the Tamar lease for natural gas production or supply to the local market 
from the Tamar reservoir, subject to the terms and conditions set out in the Government Decision.  

C. Tamar SW Reservoir 

Under the Government Decision, the Commissioner of Petroleum Affairs notice was issued, that 
the Tamar SW reservoir development plan (for further information see section 1.7.5(D)(4) above) 
will be approved on condition that the revenues from the natural gas produced from the Tamar SW 
Reservoir will not exceed a volume exceeding USD 575 million. This production limit will be 
canceled by the Commissioner of Petroleum Affairs once an agreement is reached between the 
State and the Tamar leaseholders regarding all the issues relating to the development of the Tamar 
SW reservoir. For further information regarding the Tamar SW reservoir, including the development 
plan that was approved, and regarding the mediation arrangement in which it was agreed to divide 
the Tamar SW reservoir between the area of the Tamar lease (78%) and the area of the Eran 
license (22%), see section 1.7.31(H)(1) below. 

D. Taxation 

Under the Government Decision, the Tax Authority notice was issued regulating various tax issues 
regarding the operations in the Tamar and Leviathan reservoirs. The Government also decided to 
take measures to promote amendments to the Petroleum Profits Law aimed, among other things, 
at closing loopholes, providing various clarifications and assessment and collection procedures. In 
addition, it states that the price per unit of oil in the export agreement will be taxed according to the 
actual receipt from the export agreement and not according to the "local average price" for the 
same type of oil, as defined in the Natural Resources Profits Tax Law, and that there will be no 
need to annually review the receipts from the export agreement, subject to prior receipt of the Tax 
Authority approval that the price per unit of oil set in the export agreement is not lower than the 
"average local price" or alternatively that the holder of the export agreement undertakes to offer the 
price set in the foregoing export agreement to new customers in Israel, in the manner and at the 
terms as set out in the Gas Outline Plan. It is noted that the Tax Authority’s approvals as aforesaid 
were received by the Partnership in relation to all of the export agreements in which the 
Partnership has engaged (both in the Tamar reservoir and in the Leviathan reservoir). 

E. Local Content 

The Government noted the Minister of the Economy announcement that the holders of rights in the 
Tamar and Leviathan reservoirs undertake to invest in local content in a cumulative amount of USD 
500 million over eight years from the date of granting of the Exemption, i.e. as of December 17, 
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2015. Local content will be considered, inter alia, as expenses for the purchase of goods or 
services from entities registered in Israel (including foreign entities registered in Israel), purchase of 
goods, purchased from Israeli contractors, suppliers or manufacturers, investments in research and 
development in Israel (directly or indirectly), payroll expenditure (up to a maximum of 20% of such 
undertaking), professional training expenses, donations and social responsibility activities. It is 
noted that as at Reporting Date, this undertaking with respect to investment in local content has 
been carried out in full. 

F. Regulatory Environment Encouraging Investments 

The Government of Israel undertook to maintain regulatory stability in the natural gas exploration 
and production segment on three issues: the maximum government take, export and the structural 
changes contained in the Government Decision, and this for a period of 10 years from date of the 
Government Decision. 

Following the government decision and the granting of the Exemption, several petitions were filed 
with the High Court of Justice. On March 27, 2016, the High Court of Justice handed a ruling on 
these petitions stating, among other things, that the wording of the stability clause in the Gas 
Outline Plan (the government’s undertaking to restrict future changes in the regulation of the 
natural gas sector) cannot remain and the State was given one year to regulate the issue of 
stability in the Gas Outline Plan.  

On May 22, 2016, the government again adopted the decision of August 16, 2015, regarding the 
Outline, setting an alternative arrangement to section J of the Option for a "stable regulatory 
environment", to ensure a regulatory environment that encourages investments in natural gas 
exploration and production. 

As at the date of approval of this Report, the Partnership is acting to implement the relevant 
provisions of the Gas Outline Plan. As part thereof, the Partnership sold its holdings in the Karish 
and Tanin Leases, as set out in section 1.7.30(M) above, and sold 9.25% of its holdings in the 
Tamar and Dalit Leases to Tamar Petroleum and is continuing to adopt necessary measures to sell 
off the rest of its holdings in the Tamar and Dalit reservoirs. In addition, the flow of natural gas from 
the Leviathan reservoir began on December 31, 2019. 

1.7.27. Antitrust and Economic Competition Law 

(A) On October 12, 2000 the Competitions Commissioner approved a merger transaction under which 
Delek Investments and Properties Ltd. 156  ("Delek Investments") acquired the rights of RB 
Mediterranean Ltd. in the Yam Tethys project. This approval, as revised, is restricted by several 
conditions and includes, inter alia, a condition that any purchase of holdings by the Delek Group 
and/or Delek Investments and/or Delek Real Estate and/ir Delek Israel, of 5% or more in a 
corporation that engages in exploration, production, transmission, marketing or selling of natural 
gas in Israel, requires prior approval of the Competition Commissioner, if the corporation 
possesses any natural gas discoveries; the provisions of this section do not apply to the joint 
venture in the Yam Tethys Project.  

(B) Tamar Project 

(1) On August 28, 2006 the Competitions Commissioner granted an exemption from approval of a 
restrictive agreement pursuant to section 14 of the Economic Competition Law, an agreement that 
deals with the participation of the parties thereto in the rights of the Matan and Michal licenses157 
(part of which were later transferred to Noble). The Competitions Commissioner’s decision was 
contingent on the following principal conditions:  

A. The “local corporations” (as defined below) would not hold jointly, whether individually or with 
additional holders, any gas rights other than the rights directly and exclusively arising from the 
Matan and/or Michal licenses, without the express prior written consent of the Competitions 
Commissioner. By December 31, 2006, the Local Corporations will terminate any joint holding in 
gas rights, other than those directly and exclusively arising from the Matan and/or Michal licenses, 

 

156  On April 16, 2012, and in force since December 31, 2011, Delek Investments was merged and assimilated into the 
Company under the provisions of the first part of the eighth section to the Companies Law and as a result was 
eliminated.   

157  On December 2, 2009 the Tamar and Dalit leases were granted in place of the Matan and Michal licenses. 
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which they held jointly when the decision was made, whether individually or with other holders, 
unless such joint holding is expressly permitted in writing by the Competitions Commissioner. 

B. In any arrangement, agreement or understanding, oral or in writing, with regard to setting a 
mechanism or system for decision making between holders of Matan and Michal licenses for 
marketing natural gas produced under the Matan and Michal licenses, none of the “local 
corporations” shall individually own, directly or indirectly, any right or power to prevent the other 
holders from taking any decision or action for marketing natural gas produced under the Matan and 
Michal licenses.  

C. Definitions “The Local Corporations” – Delek Group and Isramco; “Delek Group” – Avner Oil 
Exploration Limited Partnership and/or Delek Drilling Limited Partnership and/or any person 
affiliated with any of them; “Isramco” – and any party affiliated to it.  

(2) On November 13, 2012, the Partnerships received notice from the Competitions Commissioner that 
it had declared them to be monopolies - together with the Tamar Project partners and separately - 
in the supply of natural gas in Israel from the commencement of commercial supply from the Tamar 
Project.  

Subsequent to it being declared a monopoly, Chapter D of the Economic Competition Law applies 
to the Partnership, including prohibiting the Partnership from refusing, under unreasonable 
grounds, to supply natural gas and barring the exploitation of its market power in a manner that 
could reduce business competition or cause public harm. 

(3) Furthermore, Tamar's partners are obligated to submit to the Competitions Commissioner all its 
agreements for the sale of natural gas to local customers. In 2012 and 2015 the Competitions 
Commissioner issued several decisions concerning exemption from restrictive regulations 
regarding fourteen long term natural gas supply contracts between the Tamar partners and private 
gas consumers "the Commissioner's Decisions"). The highlights of the Commissioner’s Decisions 
are as follows:  

A. A power producer will have the option of choosing, with regard to an agreement, one of the 
following two options: 

 shortening the term of the agreement to seven years, from the date of commencement of supply of 
natural gas; or alternatively: 

 reducing the volume of gas under the take or pay contingency to a volume equivalent to half of the 
average annual consumption of the power producer in the three years preceding the date of notice. 
The reduction of the purchase quantity will take effect one year from the date on which said notice 
was given through to the end of the agreement period, accordingly ("Reduced Purchase Quantity") 
Notice of Reduced Purchase Quantity may be given at any time during the longer of the terms: (1) 
from January 1, 2018 through December 31, 2020 (regarding five agreements for the sale of 
natural gas) or from January 1, 2020 through December 31, 2022 (with regard to nine agreements 
for the sale of natural gas); or (2) from the beginning of the fifth year following the natural gas 
supply date until the end of the seventh year, as aforesaid. The foregoing period is subject to 
changes due to changes made and amendments in the time schedules for the production of gas 
from other fields. 

B. When the minimum quantity is fixed for which the gas consumer is committed to pay, as aforesaid, 
the annual gas quantity and the quantity included in the agreement, will be updated. 

C. The gas consumer will be permitted to sell the natural gas earmarked for use of the gas distribution 
network consumers, up to a volume of 15% of the annual gas quantity in each year. 

D. The gas consumer will not be restricted regarding the purchase of natural gas from other gas 
suppliers who are not among the Tamar partners. 

E. The Tamar partners may not engage, directly or indirectly, in any agreement for the supply of 
natural gas from the Tamar Reservoir without obtaining a permit in advance from the Competition 
Authority. 

Further to the Commissioner’s Decisions, the agreements were revised and all the agreements for 
natural gas supply signed by the Tamar partners as from that date were revised and/or drawn up to 
comply with the Commissioner’s Decisions. 

Agreements signed from the beginning of 2016 through to the date of approval of this Report are in 
line with the terms of the provisions of the Gas Outline Plan. These agreements were submitted to 
the Competition Authority for the purpose of obtaining a permit and are in the process for obtaining 
a permit. It should be noted that recently, the Competition Authority expressed its position that the 
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parties to the agreement are required to perform a self-assessment with respect to compliance of 
the agreements signed by them with the provisions of the Economic Competition Law. In addition, 
the Tamar partners sent all of the sale agreements to the Competition Authority for informing them, 
as required under the provisions of the Economic Competition Law 

1.7.28. Specific legislation applicable to the sector in Israel 

Exploration, development and production of oil and/or natural gas (below in this section: 
“Petroleum”) in Israel are regulated mainly under the Petroleum Law and its amendments and the 
regulations promulgated thereunder, the main points of which are as follows: 

(A) The Petroleum Law, 1952 (below in this section: "the Law").  

(1) Oil and natural gas exploration is conducted under preliminary permits, licenses and leases (as 
defined in the Law), which are granted by the competent authorities and include, inter alia, 
preliminary testing, work plans, time schedules and various restrictions.  

(2) A lease holder (as defined in the Law) is required to pay royalties to the State at a rate of one 
eighth of the quantity of oil and/or natural gas produced from the leased and exploited field 
(excluding the quantity of oil and/or natural gas used by the lease holder in operating the lease 
area)158, and in any case no less than the minimum royalty set in the Law.  

(3) The Commissioner may rescind the petroleum rights or drilling rights if the owner of the rights does 
not comply with any of the provisions of the Law or the terms of the petroleum rights or the 
preliminary permit, or does not act according to the work plan that it submitted or was late in 
execution or did not invest the amounts it committed to invest in petroleum exploration.  

(4) The Commissioner will maintain a Petroleum Register that will be available for public review ("the 
Petroleum Register"). The Petroleum Register will contain records of every application, grant, 
extension, amendment or expiry and transfers of petroleum rights, or pledges on the petroleum 
rights or benefit therein or of granting of a deed of lease. Such transactions will not be valid unless 
so recorded.  

(B) Directives for method of calculation of the royalty value at wellhead  

On February 9, 2020, the Natural Resources Administration at the Ministry of Energy released for 
public comment (accepted until March 15, 2020) draft directives regarding the method for 
calculating the value of the royalty at wellhead with respect to offshore petroleum interests, 
pursuant to Section 32 of the Petroleum Law (in this section: the “Draft Directives”). The Draft 
Directives specified, among other things, the following principles: 

(1) The value of the royalty at the wellhead for oil produced and utilized will be equal to 12.5% of the 
selling price to customers at the point of sale, net of recognized expenses, as set out below. The 
calculation is based on the Net Back method, which was the customary method until recently. 

(2) The expenses which will be recognized for the purpose of calculating the value of royalty at  
wellhead are expenses actually incurred by the leaseholder from the wellhead to the point of sale, 
provided that they are necessary in the opinion of the Commissioner, in order for the oil to be 
marketable. The expenses which will be recognized are:  

A. Capital expenditures (capex) – costs of handling and processing petroleum and the costs of 
transporting the petroleum to the point of sale. 

B. Operational expenditures (opex) – which are directly derived from the types of capital expenditures 

The Commissioner will send individual instructions to each leaseholder for each lease, specifying 
the deductible expenses for calculating the royalty, based on the specific aspects of the lease. 

The Draft Directives further provided that the following expenses and related expenses will not be 
recognized (whether capital or operational): exploration expenses; drilling expenses including for 
exploration, development and production; production expenses; expenses incurred due to the 
development of the subsea system; general and administrative expenses; fines; excise taxes; 
financing expenses, including interest expenses for both fixed assets and for current expenses; 
operating expenses and investment in fixed assets, which were not actually used for their intended 
purpose. 

 

158 For further information regarding the calculation method for the State’s royalties, see secction 1.7.30(J) below. 
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(3) Abandonment costs will be recognized for calculating the royalty based on the abandonment plan 
that will be prepared by the leaseholders and approved by the Petroleum Commissioner. 
Recognition of these costs will begin from the year following the year in which at least an aggregate 
of 50% of the reserves in the reservoir were produced.  

(4) Expenses incurred with regard to assets will be recognized in a way whereby the depreciation rate 
for the fixed assets will be calculated based on the depletion method, from the date on which the 
fixed asset begins operating for the purposes of treatment, processing and transporting of the 
petroleum. Total depreciation expenses to be recognized will not exceed the cost of the fixed asset. 

(5) Depreciation expenses will be recognized for the fixed assets such that at the end of the life of the 
asset, the value of the asset will be zero. In addition, if an agreement is signed granting third 
parties an ownership right in the fixed asset or a right of use in the fixed asset, with or without 
consideration, or if an agreement is signed involving the receipt of payment from third parties for 
the transportation or treatment of oil, the estimate of the fixed asset will be amended in the year in 
which the economic value was created for the asset beyond its carrying amount. The estimate will 
be amended in the year in which the economic value is created, while the lease holder may be 
required to pay the State royalties for this value, even if it did not generate income in that year. 

(6) Reports on revenues and expenses will be subject to an audit by the Division of Royalties, 
Accounting and Economy at the Natural Resources Administration of the Ministry 

In this context, it is noted that, since commencement of production of natural gas from the Tamar 
reservoir, the Tamar Partners, including the Partnership, pay royalties at a rate that is revised from 
time to time by the Petroleum Commissioner. The Tamar Partners informed the Petroleum 
Commissioner, shortly before commencing production from the Tamar reservoir, that they are 
paying the royalty under protest, as they disagree with the manner in which the royalty calculation 
was determined by the Petroleum Commissioner, because it does not adequately weigh the 
expenses for transmission and processing of the gas from the wellhead to the pipeline network. 
Once the draft petroleum directives are approved by the Ministry of Energy and specific directives 
are issued for calculating the rate of royalty for the Tamar Project, the Tamar Partners will consider 
their further action in this regard. 

For information concerning the method for calculating the value of the royalties at wellhead for the 
Partnership’s various assets, see section 1.7.30(J)(5) below. 

(C) Natural Gas Sector Law, 2002 

(1) In Israel, transmission, distribution and marketing of natural gas are regulated by the Natural Gas 
Sector Law. The establishment and operation of a natural gas pipeline or natural gas distribution 
network or LNG and/or natural gas storage facility are dependent upon obtaining licenses from the 
Ministry of Energy and Water. Furthermore, the Natural Gas Sector Law stipulates that the period 
of the foregoing license shall not exceed 30 years, subject to the discretion of the Minister of 
Energy. 

(D) Natural Gas Sector Regulations (Management of the Natural Gas Sector during an Emergency), 
2017 (the "Emergency Regulations")  

(1) The Emergency Regulations are promulgated under section 91 of the Natural Gas Sector Law 
authorizing the Minister of Energy, with the government's approval, to announce a natural gas 
sector emergency and to legislate regulations applicable for the management of the natural gas 
sector during emergencies. 

(2) The Emergency Regulations differentiate between a situation in which 90% of the total supply of 
natural gas in the market is supplied from one field and one pipeline (a "Significant Field"), and a 
situation in which the natural gas supply in the sector comes from at least two fields connected to 
the INGL via at least two separate pipelines, as is customary in Israel today: 

A. Provisions for when there is one Significant Field 

At any time that the aggregate hourly consumption of natural gas by consumers of a gas supplier 
that is unable to supply all or part of the natural gas from the field ( the “Defaulting Supplier”) 
exceeds the maximum volume that can be supplied, the Defaulting Supplier and the INGL will 
allocate the existing volume of gas according to the following guidelines: 

 The first allocation of natural gas will be to the distribution consumers (as defined in the Emergency 
Regulations). Such allocation will be carried out based on the maximum volume per hour of the 
natural gas consumed by the distribution consumers in the 12 months preceding the date of the 
declaration (as defined in the Emergency Regulations): 
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a) A volume of up to 3,600 MMBTU per hour will be earmarked for distribution consumers (the 
director general of the Gas Authority may determine how this volume will be divided among the 
distribution consumers); 

b) A minimum volume of up to 3,600 MMBTU per hour will be allocated as follows: 

1) First to household consumers; 

2) The remainder of the allocation will be allocated to distribution consumers that not included in 
subsection (a). 

 The remaining volume will be divided between IPPs (consumers of a Defaulting Supplier that are 
IPPs that produce power capacity exceeding 45 megawatts using natural gas) and consumers who 
are not power producers, pro rata to the aggregate daily consumption of each category of 
consumers in the corresponding month of the previous calendar year; 

 The volume to be divided among the consumers that are not power producers (as specified above) 
will be determined based on their share of the per hour capacity ordered by each of them, under 
the transmission agreements they signed with the transmission license holder, and the total per 
hour capacity ordered by all these consumers under the all transmission agreements they signed 
with the transmission license holder. 

 The IEC will offer to sell LNG to consumers that are not power producers, at the price at which it 
purchased the LNG, with the addition of 10%. 

B. Provisions with regard to supply from at least two fields 

Gas suppliers that are not Default Suppliers will be required to offer to sell their surplus gas 
(disposable daily volume after delivering the volumes commissioned by the supplier's consumers, 
provided that the volume ordered does not exceed the maximum volume that may be ordered 
under their agreement) to the Default Supplier. If the parties fail to reach an agreement on the price 
of surplus gas, the price will be based on the average market (to be set based on the total 
revenues from the sale of natural gas to consumers in Israel received from all fields in the quarter 
prior to the quarter preceding the announcement date, divided by the cumulative volume of natural 
gas in MMBTU units supplied to consumers in Israel in the quarter prior to the quarter preceding 
the announcement date, as published by the Natural Gas Authority from time to time on its 
website). At any time that the cumulative hourly consumption of natural gas consumers of a Default 
Supplier exceeds the maximum volume that can be supplied to them, the Default Supplier and the 
INGL will allocate the surplus volume of gas purchased to Israeli consumers only, as follows: 

 The first allocation of natural gas will be to the distribution consumers. The foregoing allocation will 
be based on the maximum hourly volume of natural gas consumed by the distribution consumers 
that received gas from the Default Supplier in the 12 months preceding the date of the declaration, 
as follows: 

a) A volume that does not exceed the resulting volume by deducting from 3,600 MMBTU per hour the 
volume supplied to the distribution consumers by the gas suppliers that are not the Default 
Supplier, will be earmarked for the distribution consumers; 

b) If the maximum volume exceeds the resulting volume by deducting from 3,600 MMBTU per hour 
the volume supplied by gas suppliers that are not the Default Supplier of the distribution 
consumers, a volume of MMBTU 3,600 per hour less the volume provided by the gas suppliers that 
are not the Default Supplier of the distribution consumers will be distributed as follows: 

1) First to household consumers; 

2) The remainder of the allocation will be allocated to distribution consumers that not included in 
subsection (a). 

 The remaining volume will be split between power producers and other consumers, based on the 
cumulative daily consumption of each of these consumer groups in the corresponding month in the 
previous year; 

 If excess gas supply remains, the Default Supplier may supply natural gas from the field (below: 
“Additional Volume”), so that the daily surplus volume of gas remaining for supply will be distributed 
among the power producers and consumers that are not power producers, pro rata to the average 
daily cumulative consumption of each of the consumer groups in the corresponding month of the 
year preceding the year in which such distribution is made.  

 The volume to be divided among the consumers that are not power producers (as specified above) 
will be determined based on their share of the per hour capacity ordered by each of them, under 
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the transmission agreements they signed with the transmission license holder, and the total per 
hour capacity kept for these consumers under the all transmission agreements they signed with the 
transmission license holder, less the Additional Volume, if distributed, to each of the consumers 
that are not power producers. 

C. General 

 If the Minister decides, after consulting with the director general of the Natural Gas Authority and 
director general of the Electricity Authority that the shortage of natural gas caused prolonged or 
extensive harm to the proper functioning of the economy or the regular supply of electricity to the 
Israeli market, and that the shortage cannot be overcome through the use of other fuels, or if the 
Minister of Environmental Protection will inform the Minister of Energy that the ongoing shortage of 
natural gas is causing significant environmental damage that may harm public health, the Minister 
may disregard the provisions of the Regulations and order the volume of gas and LNG to be 
divided differently, and only if such disregard is not excessive. 

 The Regulations do not exempt the Default Supplier from its legal obligations or derogate from any 
remedies and relief provided in the agreement between the Default Supplier and the gas 
consumer.  

(E) Key Guidelines of the Commissioner of Petroleum Affairs  

(1) Collateral provided with respect to petroleum rights 

A. On September 17, 2014 the Petroleum Commissioner issued, in accordance with section 57 of the 
Petroleum Law, directives for the provision of collateral with respect to petroleum rights, which 
were revised on July 18, 2019, the highlights of which are set out below. However, it should be 
noted that in addition to these directives, the Commissioner required verification of insurance as 
per the format prescribed by him, based on insurance plans that were submitted to him on the 
matter of insurance pertaining to the various leases. The main directives for providing collateral 
with respect to petroleum rights are: 

 Entities applying for new onshore licenses will deposit base guarantees in an amount equivalent to 
USD 500 thousand. Rules regarding the deposit of base guarantees for new offshore licenses will 
be set out as part of the procedures for the granting offshore licenses. 

 Prior to drilling, license holders will be required to provide an additional guarantee in an amount 
that the Petroleum Commissioner will determine based on the nature of the drilling and the drilling 
plan. The amount of the additional guarantee for offshore licenses will not be less than an amount 
equivalent to USD 5 million, and the amount of the additional guarantee for onshore licenses will be 
no less than an amount equivalent to USD 250 thousand. If the Petroleum Commissioner believes 
that the nature of the drilling so justifies, he may require guarantees in an amount that is lower than 
the foregoing amount. 

 The initial validity of the base guarantee for new onshore licenses will be for a period of one year, 
and the licensee will renew the guarantee each year until the Commissioner gives notice that it is 
not necessary. Furthermore, the base guarantee and the additional guarantee for existing onshore 
and offshore licenses will be valid for a period of one year until the Commissioner gives notice that 
it is not necessary. The Commissioner may increase the amount of the guarantee after allowing the 
licensee to present its arguments on the matter. 

 The Petroleum Commissioner will determine the amount of the guarantee for petroleum leases 
while taking into account, inter alia, the development plan, the details of the lease, the stage it is at, 
the size of the oil field, but in any event the guarantee will be no less than an amount equivalent to 
USD 7.5 million for an offshore lease, and from an amount equivalent to USD 1.5 million for an 
onshore lease. Guarantees for new leases will be deposited upon granting of the lease, for a period 
that will be decided by the Petroleum Commissioner. Furthermore, the Petroleum Commissioner 
reserves the right to revise the amount of the guarantee due to a change of circumstance.  

 The foregoing guarantees will remain valid also after the right for which they were given terminates, 
until the Commissioner advises otherwise, but no longer than 7 years after the right for which they 
had been provided expires. 

 If, in the opinion of the Petroleum Commissioner, a petroleum leaseholder failed to act with due 
caution with regard to the oil lease or caused damage by its actions due to the lease, or failed to 
expend such expenses or to comply with such obligations with respect to such expenses or 
obligations under the Petroleum Law, and during the term of the lease, the Petroleum 
Commissioner had instructed the leaseholder by way of written notice to act or expend such 
expenses or to comply with the obligations regarding the petroleum lease, and the leaseholder 
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failed to comply with such instruction and failed to provide adequate explanation for such failure, 
the Petroleum Commissioner has the authority to order forfeiture of the guarantees or any part 
thereof, after hearing the arguments of the leaseholder with regard to forfeiture of the guarantee.   

 A petroleum leaseholder will purchase and maintain, at its expense and throughout the entire term 
of the petroleum lease, all insurances that are customary among international for oil or gas 
exploration or production companies. 

 If a petroleum leaseholder fails to comply with the directives, or if it comes to light that the 
guarantee or insurance that were provided had been revoked or terminated for any reason 
whatsoever, prior to their renewal, extension or replacement by another guarantee or insurance, 
the Petroleum Commissioner has the authority to forfeit the existing guarantee for the lease and 
may act to mitigate possible damage, at the expense of the leaseholder. Moreover, the Petroleum 
Commissioner may view the foregoing as non-compliance with the work plan and with the 
provisions of the lease and may act in accordance with the provisions of the Petroleum Law. 

B. In addition, the directives include, among other things, provisions with regard to guarantees 
provided by applicants for new onshore licenses, existing onshore licenses, revision of the amounts 
of and extensions to the guarantee, as well as general provisions regarding guarantees. 

C. Pursuant to these directives and the terms and conditions of the Partnership's oil assets, as at the 
date of approval of the Report, the Partnership, together with its partners in the various ventures, 
has deposited autonomous bank guarantees for the Ashkelon, Noa, Tamar, Dalit, Leviathan North 
and Leviathan South, and for the Alon D and Ofek and Yahel licenses159. The Partnership’s total 
share in the foregoing collateral amounts to USD 52.7 million. 

(2) Transfer and pledge of oil asset rights and benefits in oil asset rights 

On December 31, 2015 the Commissioner of Petroleum Affairs issued guidelines regarding section 
76 of the Petroleum Law with the aim of regulating the procedures for transferring and pledging oil 
rights (preliminary permit, license and lease) and benefits (including the right to contractual 
royalties) in oil rights. Under these guidelines, among other things, the conditions were prescribed 
for the transfer of a license prior to confirmation of discovery, for transfer of a license after 
discovery and the transfer of a lease, as well as conditions under which the Commissioner for 
Petroleum Affairs may not approve the transfer of oil rights or benefits in oil rights. 

(3) Application for approval of export 

On December 31, 2015 the Commissioner of Petroleum Affairs issued guidelines regarding 
application for natural gas export permit, that stipulates, among other things, the date and method 
for filing application for a permit to export natural gas from the lease field, the information to be 
included in the application and the documents to be attached thereto, as well as clarification with 
regard to such export permit. It is hereby emphasized that export permits will be granted in 
accordance with the terms set out in the gas outline plan, as described in section 1.7.26(A) above, 
and subject to any law.. It should be noted that as at the date of approval of this Report, approvals 
were received for export agreements signed by the Partnership and Tamar Petroleum, as set out in 
sections 1.7.14(E)(1)a and 1.7.14(E)(2)a above. On December 16, 2019, the Petroleum 
Commissioners approval for the export of natural gas from the Tamar and Leviathan leases to 
Egypt, was received. For further information see sections 1.7.14(E)(2)b and 1.7.14(E)(1)b above. 

(F) The Law to Promote Competition and Reduce Concentration, 2013 - for information see section 
1.19.1 below.  

(G) Regulation of Security in Public Entities Law, 1998 (below in this section: "the Law").  

(1) The Law applies to a "public entity", which, as defined under the Law, is a body listed in any 
Schedules to the Law.  

(2) The Law imposes various duties on a public entity: (a) the appointment of a security officer, who 
will report directly to the general manager of the entity, to ensure the required level of security for 
the operations of the public entity; (b) appointment of an officer responsible for the security of 

 

159  For further information concerning additional guarantees provided by the Partnership together with its partners in 
the Tamar Project, see sections 1.7.5(B)(13) above and 1.7.28(E)(1) below, and with regard to additional 
guarantees provided by the Partnership together with its partners in the Leviathan Project, see section 1.7.4(B)(14) 
above.  
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essential computer systems; (c) appointment of a security guard in accordance with the 
requirements of an authorized officer. 

(3) The Law confers broad powers for the security officer in a public entity, including: power to conduct 
a search and seize an object; power to require a person entering a public entity to provide 
identification; power to detain (under certain circumstances set in the Law); power to prohibit entry 
to a public entity with a weapon (and under certain circumstances prescribed in the Law, to also 
use reasonable force). 

(4) Under the Sixth Schedule to the Law, a public entity listed in the Sixth Schedule will also be 
required to adopt offshore security measures. Offshore security measures are defined as actions 
necessary to safeguard the security of a person or to protect the property, structure or location of a 
public entity located offshore in the maritime zone, as well as actions required to prevent harm to 
any of these.  

(5) Under the Sixth Schedule of the foregoing Law, a licensee under the Natural Gas Sector Law, 
2002, that owns an offshore installation or operates an offshore facility, is considered a public entity 
for the purpose of imposition of the duties set out in sub-section 2 above, and is required to adopt 
the offshore security measures. 

(6) The IDF acts as the guiding authority in the matter of offshore security and its representative is 
considered by law to be a Certified Officer with regard to offshore security measures. 

(7) According to the Law, an offshore installation is an installation located in the maritime zone, 
including sea-going vessels as defined in the Shipping (Sea-Going Vessels) Law, 1960, that is 
used for the exploration and discovery of petroleum or for drilling for the production, transportation, 
liquefaction or gasification of petroleum or for the processing, storage or transport of petroleum 
(petroleum - as defined in the Petroleum Law). The maritime zone includes areas situated beyond 
the sovereign territory of the State of Israel and includes, apart from the Israel territorial waters, the 
Israeli continental shelf, as defined in the Shipping Law (Offenses against Security of International 
Sea Travel and Offshore Installations), 2008. 

(8) In addition to the offshore installations included in the Sixth Schedule to the Law, section 21 of the 
Second Schedule includes "an operator of a land facility for processing of natural gas obtained via 
a pipeline from the sea or from a foreign country, under license or by law". Such operator is 
required to adopt physical security and information security measures (but not measures for the 
security of computer systems or offshore security measures). 

(9) Under the Law, the owners of the Tamar and Leviathan reservoirs (below in this section: the 
“Reservoirs”), including the Partnership, are responsible, inter alia, for the security of the vital  
automated systems in the Reservoirs, in accordance with the instructions of the Israel National 
Cyber Directorate (the “INCD”). Because the operator is responsible for operating the production 
system of the Reservoirs, it is the operator that actually implements the instructions of the INCD on 
this matter. As the Partnership has been informed, and to the best of the Partnership’s knowledge, 
in February 2019, the operator received confirmation from the INCD regarding implementation of 
the information security requirements in the Tamar Reservoir, which included several issues for 
continued handling until 2021. In addition, in January 2020, the operator received confirmation from 
the INCD with respect to full compliance of the Leviathan Reservoir with the security requirements.  

(10) As at Reporting Date, and as the Partnership was informed by the operator in December 2019,with 
respect to the operation of the Reservoirs, the operator is in compliance with the provisions of the 
Regulation of Security in Public Bodies Law and the sections concerning the security arrangements 
in the lease deeds, including the instructions on security matters issued by the professional officers 
in the navy pursuant to law. 

1.7.29. Additional regulatory restrictions 

(A) Government decisions regarding adoption of the recommendations of the committees for studying 
government policy regarding the natural gas sector   

(1) In October 2011 a committee was established to study government policy relating to the natural 
gas sector and its future development in Israel. The committee was headed by Mr. Shaul Zemach, 
former CEO of the Ministry of Energy (in this section: “Zemach Commission”). On September 12, 
2012 the Zemach Commission published its final report. On June 23, 2013 the Government of 
Israel adopted the main recommendations of the Zemach Commission, with certain changes 
(below in this section: the “Government Decision regarding the Zemach Commission"). On 
December 17, 2015 the Gas Outline Plan was approved, as set out in section 1.7.26(A) above, 
which includes a number of clarifications and amendments to the foregoing Government Decision. 
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On January 21, 2008, the Ministry of Energy announced the establishment of a professional inter-
ministerial taskforce, headed by the Director General of the Ministry of Energy, Udi Adiri (“Adiri 
Committee”) to periodically examine the Zemach Commission recommendations. The Adiri 
Committee examined the developments in the natural gas industry in the five years since the 
Zemach Commission recommendations were adopted and has re-examined the issue of supply 
and demand for natural gas in 2018. On December 18, 2018, the Adiri Committee published its 
final conclusions, and on January 6, 2019, the Government of Israel adopted the main 
recommendations of the Adiri Committee (the “Government Decision regarding the Adiri 
Committee"). The main points of the Government Decision regarding the Adiri Committee that may 
impact the Partnership’s operations are as follows:   

A. The volume of natural gas that must be guaranteed in favor of the domestic market will remain as 
approved under the Government's Decision regarding the Zemach Commission (540 BCM), and 
after updating due to the consumption of 40 BCM so far, will now be 500 BCM (below: ("the 
Minimum Volume for the Local Market"), which will allow supply of natural gas for local 
consumption for the next 25 years. In this section, the “volume of natural gas” - is the cumulative 
volume of natural gas as per the 2P and 2LC PRMS categories for discoveries recognized by the 
Commissioner of Petroleum Affairs, for which leases were granted and the connection of the 
leases to the shore was completed in accordance with the development plan, allowing supply to the 
Israeli market 

B. The obligation to supply the Minimum Volume for the Local Market, with regard to the discoveries 
that were recognized prior to the Government Decision regarding the Adiri Commission, will remain 
as determined under the Government Decision regarding the Zemach Commission, according to 
the breakdown below:  

Volume of Natural Gas in the Reservoir 

Minimum rate of supply to the domestic 
market out of the volume of natural gas 

in the reservoir  

More than 200 BCM (inclusive)  50% 

Equivalent to or exceeding 100 BCM, but less than 200 BCM 40% 

Equivalent to or exceeding 25 BCM, but less than 100 BCM 25% 

Less than 25 BCM To be fixed by the Commissioner of 
Petroleum Affairs 

 

Obligation to supply the Minimum Volume to the Local Market, with regard to discoveries that will 
be recognized subsequent to the Government Decision regarding the Adiri Committee, will be as 
follows: 

Volume of Natural Gas in the Reservoir 

Minimum rate of supply to the domestic 
market out of the volume of natural gas 

in the reservoir  

For each additional BCM and more exceeding 200 BCM 55% 

For each additional BCM and more exceeding 50 BCM to 200 
BCM 

50% 

Less than 50 BCM   There will be no obligation to supply to the 
local market. 

 

It should be noted that, in the matter of reservoirs shared by Israel and other countries, the 
Commissioner of Petroleum Affairs will set the specific conditions and arrangements160. 

It was also determined that the export facilities will be located in an area under Israeli control 
located in its exclusive economic zone, unless otherwise provided in a bilateral agreement between 
Israel and another country. 

 

160  It should be noted that the permitted export quota from the Karish and Tanin reserves, in a volume of 47 BCM was 
replaced by the duty to supply the local market as applies to the holders of the Leviathan leases, commencing from 
the date of approval by the Commissioner of Petroleum Affairs for the transfer of the rights in the Karish and Tanin 
leases. For further details see section 1.7.26(A)(3)a.2 above. 
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C. Export of natural gas is subject to approval by the Commissioner of Petroleum Affairs161, and the 
volume of gas that may be exported will be based on the pro rata share of the permitted export 
volumes in the reservoirs at the same time, subject to ensuring the Minimum Amount for the Local 
Market, as aforesaid. 

D. Notwithstanding the aforesaid, a reservoir that was developed prior to the Government Decision 
regarding the Zemach Committee (i.e. Yam Tethys and Tamar Projects) may export 50% of the 
amount that the leaseholders have not yet committed to the local market as of the date of the 
Government Decision regarding the Zemach Committee, and no more, immediately, provided that 
an export permit is granted. It is hereby clarified that in the event that consumers exercise the 
option for reducing quantities granted to them under an agreement signed with the leaseholders 
prior to the said date, the volume of natural gas for which the option for reducing quantities is 
exercised will be seen as part of the volume of natural gas that the leaseholders have not yet 
committed to the local market.  

E. Leaseholders in a developed reservoir may exchange their export quotas for the Requirement to 
Supply to the Local Market according to size and at the rates to be established, subject to the 
approval of the Petroleum Commissioner and the Competition Commissioner, and after weighing 
all relevant considerations, including the need to encourage the development of small reservoirs  

F. It was decided that the duty to connect reservoirs to the local market will be imposed based on the 
size of the reservoir, as follows: (a) reservoirs with a volume exceeding 200 BCM will be required to 
be connected to the local market, as they are developed and before the date of commercial natural 
gas production; (b) reservoirs with a volume of 50 BCM to 200 BCM, which will begin commercial 
production of natural gas by January 1, 2028, will be required to be connected to the local market 
by December 31, 2032, at the discretion of the Petroleum Commissioner; these reservoirs, which 
will commence commercial production after January 1, 2028, will be required to be connected to 
the local market as they are developed, and before the date of commercial natural gas production; 
(c) reservoirs with a volume of up to 50 BCM will not be obligated to be connected to the local 
market. In the case of fields producing through a single production system, where for at least two of 
the leases in which these fields are located the same entity is approved as the operator or holds 
more than 50% of the rights, the volume of gas in these fields for the purpose of the duty to 
connect to the local market, will be calculated cumulatively. Notwithstanding the foregoing, the 
Commissioner may decide, in a detailed decision, not to calculate the volume of natural gas in 
these fields cumulatively. 

G. To encourage the connection of additional natural gas fields to the local market, Commissioner, the 
Director General of the Natural Gas Authority, and the Director General of Budget of the Ministry of 
Finance, are required to study the State's participation in the construction of an additional marine 
complex in the southern polygon as approved under NOP 37/H, including an offshore reception 
facility and connecting it to the shore, if the Commissioner believes that exploration operations 
have developed in Israel's southern maritime area. In addition to the foregoing, the Commissioner 
is required to examine additional means to encourage exploitation of the potential financial gains 
from the natural gas fields, including incentives for connecting fields to the local market that are not 
obligated to be connected or that were given a deferment of the obligation to connect, as set out 
above. 

H. In view of the expected shortage of supply to satisfy the hourly demand during 2030-2040, it was 
suggested that combination of solutions be formulated, including requiring the Petroleum 
Commissioner to stipulate in the export permits the issue of hourly demand for the local market, to 
initiate incentives for the connection of additional fields to the local market (particularly before mid-
decade (2030-2040)), and to examine cancellation of the agreement with the LNG tanker only in 
2021 (the agreement is valid until 2022). 

I. To require the Minister of Energy, in consultation with the Minister of Finance and the Minister of 
Economy and Industry, to draft criteria for the regulation required with regard to the sale of natural 
gas to domestic market consumers that is earmarked for the manufacture of downstream products 
intended mainly for export. Further to the foregoing, the subcommittee was established for 
purposes of formulating the principles of the regulation as aforesaid (in this subsection: the 
“Subcommittee”). On March 16, 2020, the Subcommittee published a draft for hearing of a 
summary report of the principles of the regulation with respect to the export of natural gas down 

 

161 For details regarding the directives of the Commissioner of Petroleum Affairs relating to submitting applications for 
approval for the export of natural gas, see section 1.7.28(E)(3). 
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stream products (the draft was published for public comment by April 16, 2020), the main principles 
of which are: 

 Natural gas down stream products were defined as natural gas based products the production of 
which involves a chemical change of a natural gas methane molecule into a different compound or 
compounds, other than by oxidation (including methanol, ethylene, propylene, ammonia, GTL and 
DME).  

 The Subcommittee noted that the provision that the sale of natural gas to the down stream product 
industry will be considered as export has many repercussions, and primarily: repercussions due to 
the government’s policy on the natural gas sector, including the requirement for an export permit; 
including the gas in the total volume guaranteed for the domestic market; calculation of gas with 
regard to duty of minimal supply from a natural gas field to the domestic market; the natural gas 
price and financing of the pipeline network. It was further stipulated that the forgoing does not 
define the sale as export with regard to other aspects, such as for taxation purposes, including for 
purposes of the Encouragement of Capital Investments Law, 1959. 

 The Subcommittee recommended that a fixed volume of up to 1.4 BCM per year of natural gas sold 
to the down stream product industry be classified as sale in Israel and not for export, in order to 
allow the industry to continue existing without distorting the calculation of demand in the domestic 
market. 

 The allocation mechanism will be on a “first-come first served” basis, while the condition for 
receiving the allocation will be presentation of an agreement, or at the very least a signed MOU, 
regarding the relevant plant. The allocated volume relates to all of the down stream products with 
no internal division or restrictions with respect to certain down stream products. The allocation will 
be carried out by the Director General of the Ministry of Energy, in consultation with the Director 
General of the Ministry of the Economy. 

 It was further stipulated that if applications are submitted during the two years following the date of 
adoption of the government resolution on this matter, for allocation of natural gas to the down 
stream product industry for a volume exceeding 1.4 BCM per year, both the volume allocated for 
this purpose and the policy will be reviewed. 

 The Subcommittee noted that the arrangement will be reexamined, together with the government’s 
entire policy on the issue of the natural gas sector, 5 years after the date of adoption of the 
government resolution (as set out in subsection J below) 

J. To require the Minister of Energy, in consultation with the Minister of Finance, to initiate regulatory 
amendments, including legislative amendments, if necessary, for the purpose of regulating 
secondary trade in natural gas, which may be directed to export. Including, to require the Minister 
of Energy, in consultation with the Minister of Finance, to ensure by means of such regulatory 
amendments, that secondary trade in natural gas that may be directed for export will be limited to a 
volume of 3% of the total natural gas sales to the Israeli market in the preceding year. Such volume 
will not be accounted for in the calculation of the total volume promised to the local market, but will 
be accounted for with regard to the minimum requirement for supply from a natural gas field to the 
local market; it is hereby clarified that for the purpose of exporting such limited volume, no export 
permit will be required. 

K. The Government will review the Government Decision regarding the Adiri Committee, five years 
after it is approved, in order to revise, if necessary, the policy with regard to discoveries that may 
be recognized by the Petroleum Commissioner five years after the Government Decision regarding 
the Adiri Committee, based on the needs of the local market and taking into account the natural 
gas supply.  

It is noted that, the Ministry of Energy independently assessed and assesses contingent reserves 
and resources in the Tamar and Leviathan reservoirs, through external consultants, inter alia, for 
the purpose of calculating export quotas from these reservoirs, in accordance with the Government 
Decision, as described in section 1.7.26(A)(4)b above. It should be noted that the Operator in the 
Projects set all the final data required for estimating resources to the Ministry of Energy, including 
data relating to wells, production data, and laboratory tests. It should be noted that the estimates of 
natural gas reserves in the Tamar and Leviathan reservoirs presented in this report are based on 
reserve reports received by the Partnership from an independent advisor and were drafted in 
accordance with the Petroleum Resources Management System standards (SPE-PRMS). 

(B) Possibility of price controls on natural gas 
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On May 25, 2011 the Ministry of Energy applied to the inter-ministerial price committee of the 
Ministry of Finance and Ministry of Energy ("the Price Committee") to examine the need to 
introduce price control on the natural gas sold in Israel.  

Further to the Price Committee recommendations dated April 22, 2013, the Commodity and 
Service Price Control Order (Application of the Law on Natural Gas and Level of Control) 2013, 
was published, applying control on the gas sector with regard to reporting profit margins and prices 
The foregoing duty of reporting applies separately regarding each project. Pursuant to the 
information that will be received, the need will be examined for price controls on natural gas in 
Israel, requiring fixed prices. According to the Gas Outline Plan, as long as the Partnerships and 
Noble comply with all the terms of the Gas Outline Plan, the duty of reporting will remain in force. 
The foregoing duty to report applies to the Partnerships and their partners in the Yam Tethys, 
Tamar and Leviathan Projects, and apply separately with respect to each project.  

For further information regarding the effect of the imposed price control on the natural gas sold in 
Israel with regard to fixing prices, see section 1.7.34(R) below. 

(C) Regulating use of the gas pipeline capacity from the Tamar Project production rig to the natural gas 
reception terminal at Ashdod ("Regulation of Use of the Pipeline Capacity")  

On December 9, 2012 the Natural Gas Council at the Ministry of Energy (in this section "the 
Council") published a decision regarding the regulation of the use of the capacity of the natural gas 
pipeline, as well as with regard to retaining gas capacity for consumers and marketers on the 
distribution network and regulation of the issue of shortages in the Tamar Project supply capacity. It 
should be noted that it is the Council's opinion that Tamar partners will not refuse to sign natural 
gas sales or marketing agreements with consumers wishing to engage with them only because of 
the fact that such engagements mean that the total hourly volume of natural gas to flow in the 
pipeline exceeds the maximum capacity of 40,000 MMBTU per hour. 

(D) The Natural Gas Authority Council decision regarding funding of export projects via the national 
pipeline (below in this section: the “Decision”). 

On September 7, 2014, the Natural Gas Authority Council published a decision regarding 
arrangements for financing natural gas exports via the national pipeline. The decision sets the 
conveyance prices that will apply for conveying Israeli natural gas via the national pipeline to 
neighboring countries or to the Palestinian Authority, as well as the financing of the sections of the 
pipeline designated for such export of natural gas. The decision provides the following criteria: 

(1) The exporter (the entity selling or marketing the natural gas for export) will sign a conveyance 
agreement with the conveyance licensee, with the prior written consent of the Natural Gas 
Authority Administration. The exporter will pay the conveyance licensee a conveyance price, that 
will be the regular conveyance price applicable for Israeli consumers, as this may be from time to 
time. 

(2) The exporter will bear all costs in establishing the sections of the national pipeline designated for 
export only ("the Export Section") and the costs of establishing an additional pipeline, adjacent to 
the existing pipeline ("the Duplicate Section"), with the addition of 2% management fees. 

(3) So long as the conveyance agreement between the exporter and the conveyance licensee is valid 
and another consumer joins the Export Section in the future, the Natural Gas Authority 
Administration will fix the costs that will be attributed to the other consumer out of the total cost of 
establishing the Export Section, and this pro rata to the capacity of the other consumer out of the 
total conveyance capacity of the Export Section. The exporter will be credited with the amount of 
the costs attributed to the other consumer. 

(4) If a certain section of the pipeline, leading to the Export Section, will in the future also be used for 
Israeli consumers, and that section leading to the Export Section was not duplicated when it was 
established, had it not been for the export of natural gas via the pipeline, the exporter will pay (in 
addition to the establishment costs of the Export Section as aforesaid) the pro rata cost for 
duplicating the Export Section. The Council will determine the division of costs among the exporter 
and the conveyance licensee.  

(5) If, in the opinion of the Natural Gas Authority Administration, the existing capacity of the pipeline is 
sufficient at the signing of the agreement between the conveyance licensee and the exporter, but 
that it is probable that during the ten years following the commencement of piping of natural gas 
there may be capacity shortage for the Israeli consumers of the pipeline in the section leading to 
the Export Section, then at the signing of the conveyance agreement, the exporter may select one 
of the following alternatives: (1) to pay the conveyance licensee 50% of the budget for the future 
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duplication of the relevant section of the pipeline, and this amount will not be refunded to the 
exporter even if at the end of the day the section is not duplicated as aforesaid; (2) not to pay this 
amount and in the event that the section is duplicated as aforesaid, the provisions of subsection (d) 
above will apply. 

(6) The Natural Gas Authority Administration will decide with regard to each case, from which point 
along the pipeline will be considered the starting point of the section leading to the Export Section, 
and this point will be explicitly noted in the conveyance agreement.  

(7) Despite the fact that the establishment costs are borne (in full or in part) by the exporter, the 
section will not be owned by the exporter and it will not have any connection of any kind to this 
section. 

(8) This decision does not apply for export transmission agreements signed with the pipeline licensee 
before November 2, 2014 (including the transmission agreement signed with regard to the 
agreement dated February 19, 2014 for the export of natural gas from the Tamar Project to 
consumers in Jordan (as set out in section 1.7.14(E)(1)a above). 

(9) It should be noted that, under the Dolphinus agreements described in sections 1.7.14(E)(1)b and 
1.7.14(E)(2)b, it was agreed that the Tamar partners and the Leviathan partners, as the case may 
be, will bear the costs of transporting gas flow in the INGL pipeline. 

(10) On March 26, 2020, the Natural Gas Authority Council issued an addendum to its decision with 
regard to the financing of export projects through the national pipeline and division of the 
construction costs of the Ashdod-Ashkelon combined section. The addendum to the decision 
provides the following criteria: 

A. In addition to the categories that were defined in the decision of September 7, 2014, as described 
in section 0 above, the Council may define a section which is designated for export and which also 
allows for the closing of a loop in the system or creates surplus and backup for natural gas which is 
transmitted to the Israeli transmission consumers as a “combined section”. 

B. If a section is defined as a “combined section”, the Council will define the ratio dividing the costs of 
construction of such section between the exporter and the holder of the transmission license, and if 
necessary, the Council will provide additional conditions and obligations for any of the parties. 

C. With respect to division of the costs of the Ashdod-Ashkelon combined section, the addendum to 
the Decision stipulates that: 

 The costs of the offshore section of the pipeline to be constructed in the future, which will begin at 
the reception terminal in Ashdod and end at the facility connecting to the export facilities of Prima 
Gas Ltd., will be defined as a combined section (the “Combined Section”). 

 The Combined Section and the method of allocating the costs between the exporter and the 
transmission license holder will be established in a transmission agreement between the 
transmission license holder and the exporter (the “Transmission Agreement”), according to the 
following principles: 

a) The cost of the section will be determined according to the Council’s decision issued in September 
2014. If the transmission license holder and the exporter fail to agree on the cost of the section by 
May 15, 2020, the Director General of the Natural Gas Authority will determine the cost of the 
section. 

b) 43.5% of the cost of the section, as will be fixed in accordance with section a. above, will be 
financed by the transmission license holder . 

c) 56.5% of the cost of the section will be financed by the exporter, based on milestones that will be 
set in the Transmission Agreement. 

d) In addition, the exporter will pay the transmission license holder an amount of NIS 27 million 
against its share in the costs incurred due to bringing forward the doubling of the Dor-Hagit and 
Sorek-Nesher sections (the “Doubling Cost”), which is estimated at NIS 48 million, and this 
because the doubling of the said Dor and Sorek sections will be included in Appendix A to the 
transmission license holder’s permit for construction and operation of the pipeline, and before the 
construction begins.  

e) The exporter will provide the transmission license holder with an independent financial guarantee 
on behalf of an Israeli bank, for 110% of the aggregate amount of the cost set out in section b. 
above (the transmission license holder’s share of the of the cost of construction of the Combined 
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Section plus ten percent), and of the amount of NIS 21 million, which will decrease in accordance 
with the provisions of the addendum to the Decision.    

f) As long as the exporter exports to Egypt, the volume of natural gas as set in the Transmission 
Agreement will be transported via the transmission license holder’s pipeline and not via a section 
outside of the Israeli transmission system. 

g) If the exporter ceases to export to Egypt, it will be required to pay the transmission license holder 
the difference, if any, between 110% of the total aggregate cost provided in section b. and the total 
Doubling Cost (i.e. NIS 48 million), and the aggregate capacity and transmission fees that the 
exporter paid the transmission license holder from the date of completion of the Combined Section 
and of the payments that the exporter paid the license holder in accordance with sections c. and d. 
above.  

(11) As at the date of approval of the Report, Noble is negotiating, on behalf of the Tamar partners and 
the Leviathan partners, with INGL for signing a transmission agreement for the total volume to be 
supplied to Egypt under the Dolphinus agreements. The Partnership estimates that, in the coming 
months, a transmission agreement will be signed, which will allow supply of the total volume of 
natural gas under Dolphinus agreements to Egypt.  

(12) To the best of the Company’s knowledge, prior to publication of the foregoing addendum to the 
Decision, on February 23, 2020, Lobby 99 Ltd. (CIC) filed a petition and a motion for an interim 
injunction against the Minister of Energy, the Minister of Finance, the Natural Gas Sector Council 
and the Government Companies Authority, claiming that on the date of the Decision, no public 
representatives held office at the Gas Council as required. On the same day, the HCJ denied the 
motion for an interim injunction and ordered the State to file a preliminary response to the petition 
by April 23, 2020. For further information concerning these proceedings, see Note 24A2(4) to the 
Financial Statements. 

Caution regarding forward-looking information – approval of the Decision as worded, the 
negotiations with INGL and the signing of an agreement constitute forward-looking 
information, as defined in section 32A of the Securities Law, and there can be no certainty 
that it will materialize, in whole or in part, in the manner stated or in any other manner, and  
it may materialize in a substantially different manner. This due to various factors, including 
HCJ decisions, changes in the wording of the Decision, which may be made following to the 
public hearing on this matter, failure to receive the required regulatory approvals, approval 
by the finance providers of the partners, receipt of the consent of all of the partners and 
approval by the Competition Authority (if required). In particular, it is uncertain whether the 
foregoing talks and/or negotiations will result in binding gas sale agreements, and that the 
conditions required pursuant to any law for such agreements, if signed, taking effect, will be 
met. In addition, there are other factors that can not at this time be foreseen and over which 
the Compay has no control. 

(E) Marine Zones Bill: 

On November 6, 2017, the Marine Zones Bill, 2017 was placed before the Knesset (“Marine Zones 
Bill”). The proposed bill seeks to establish the judicial sovereignty over marine zones (including 
marine zones beyond the State's territorial waters), the sovereign rights of the State of Israel in 
these zones and the limits of the powers it may exercise concerning activities within these zones.  

On November 13, 2017, the Knesset approved in first reading the Maritime Zones Bill, and since 
then a number of discussions have been held by the Economics Committee prior to preparation of 
the bill for second and third readings. The proposed law, if the next Knesset decides to apply 
continuity and it is approved in the second and third readings, may have an adverse effect on the 
Partnership's activities and its costs, the scope of which, as at date of approval of the Report, 
cannot be estimated. In this regard, it is noted, that in January 2013, the Deputy Attorney General 
(Economics-Fiscal) issued an opinion to the Government, in which he stated that under Israeli law 
and based on the provisions of international law, the laws regulating the oil and natural gas sector 
in Israel can be applied in marine zones beyond the territorial waters of the State, and this also with 
regard to the environmental protection laws and fiscal laws of the State of Israel. This opinion does 
not revoke applicability of additional laws. 

(F) Minister of Energy decision to reduce the use of coal and Israel Electric Corp (IEC) and Electricity 
Sector reform 

On August 24, 2016 the Minister of Energy announced his decision to shutdown four IEC coal-fired 
power generating units with onshore connections of three gas fields and the construction of new 
natural gas operated power plants. Furthermore, on September 30, 2016 the IEC received 
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emission permits under the Clean Air Law, 2008 with regard to its coal-fired power plants, which 
set out, inter alia, the obligation to continue installation of emissions reduction means and 
cessation of operation of units 1-4 at the coal-fired Orot Rabin power plant, no later than by June 1, 
2022162. 

On June 3, 2018, Government Decision No. 3859 was published, regarding the reform of the 
electricity sector and the IEC (the “Reform”). The reform includes, among other things, the following 
measures: 1. The IEC will reduce its power generation operations by selling five generation sites 
with maximum capacity of 4,000 megawatt, which is half of its power generation capacity, as set 
out below: a. Alon Tavor - within eighteen months from date of approval of the Reform163; b. Ramat 
Hovav - within thirty months from the date of approval of the Reform; c. Reading - within thirty-six 
months from the date of approval of the Reform; d. Hagit East - within forty-eight months from the 
date of approval of the Reform; e. Reading - within thirty-six months from the date of approval of 
the Reform; d. 2. The IEC will set up two new natural gas operated power generation plants at Orot 
Rabin, as part of the trend to reduce the use of coal for power generation, and to replace the coal 
generated units 1-4, which are to be shutdown. The new power generation units will be operated by 
a new wholly owned subsidiary of the IEC. IEC will continue to maintain and operate the electricity 
transmission and distribution grid. Nonetheless, responsibility and management of the national 
power grid will be transferred to a separate government company. Further to this approval, on July 
29, 2018, the government approved the discontinuation of ongoing operation of the coal-powered 
electricity generation units 1 through 4 at Orot Rabin, no later than July 2022, subject to contingent 
conditions (connection of three natural gas fields to the shore and completion of the construction of 
the alternative natural gas operated power generation system. In July 2018 the Knesset approved 
the amendments to the Electricity Sector Law, 1996, to allow implementation of the Government 
Decision regarding the reform, as aforesaid. For further information regarding the relevant 
provisions in the natural gas supply agreement between the Tamar partners and the IEC relating to 
the reform outline as described above, see section 1.7.14(D)(1)d above. 

On November 12, 2017, the Minister of Energy decided, in accordance with his authority under 
sections 21A and 57A of the Electricity Sector Law, 1996, on policy principles for minimal operation 
of coal-fired generation units, according to which priority will be given at all times for power 
generation using natural gas over coal, while the coal generation units will operate at the minimum 
load that allows for flexibility and reliability of supply to the market. The foregoing policy, which the 
system administration goes by today, will continue to be implemented even after cessation of the 
operation of the coal-fired units, as aforesaid, in a manner that will reduce the volume of power 
generated by using coal and subject to natural gas infrastructures becoming redundant due to 
connection to three natural gas reservoirs, each connected to the national pipeline separately. 

On December 31, 2018 the Minister of Energy ordered the IEC to reduce its use of coal for 
generating power by 30% compared with the use of coal in 2015. According to the announcement 
by the Ministry of Energy and Ministry of Environmental Protection, this decision will lead to a 
significant reduction in air pollution from the coal generated power stations and is expected to 
increase demand for natural gas in the country. Under the Ministry of Energy work plan for 2019164, 
published in February 2019, it was decided that during the course of 2019, the Ministry of Energy 
will promote the conversion of one of the power generation units at the Rotenberg power station in 
Ashkelon from coal-based generation to natural gas-based generation, following the Ministry of 
Energy’s policy to cease the use of coal (see section 1.7.29(g) below - the “Plan to Save Israel 
from Energy Pollution”). The work plan for 2019 also stipulates that one of the Ministry’s goals is to 
reduce the use of polluting fuels in power generation by the end of 2019, to 29% (similar to 2018). 
It is noted that, to the best of the Company's knowledge, in 2019 he Ministry met this goal. In 
addition, under the foregoing work plan, it was noted that the Ministry of Energy intends to take 
measures that will achieve 0% use of polluting fuels for power generation by 2030, with polluting 
fuels used only for backup. On November 13, 2019, the Minister of Energy announced that, 
following an in-depth professional study and review of all of the relevant considerations, the 
timetable for converting the coal-fired power plants in Hadera and Ashkelon to natural gas could be 
shortened to 2025, and in that year, in fact, the age of coal is expected to end in the State of Israel. 
Therefore, according to his new decision, he is shortening timetable that he previously determined, 

 

162 According to the immediate report issued by the IEC on October 5, 2016. 
163    According to a report by the IEC, on December 3, 2019, the transaction for the sale of the Alon Tavor site was 

closed.  
164 https://www.gov.il/BlobFolder/reports/work_plans_2019/he/work_plans_2019.pdf  

https://www.gov.il/BlobFolder/reports/work_plans_2019/he/work_plans_2019.pdf
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by 4 years. In addition, the decision stipulates that the production plant units at the Rotenberg 
Power Plant and units 5 and 6 at the Orot Rabin Power Plant in Hadera will be converted from coal 
to natural gas, by the end of 2025. To decision to convert the power plant from coal to natural gas 
was made following a professional review of the various alternatives by the Electricity Authority, 
keeping the current situation, converting the plant to natural gas, preserving or scrapping. The 
considerations which were taken into account include: environmental costs, capital and operational 
costs, prices of the fuels and the energy security of the State of Israel165. 

The actual conversion will be executed gradually, to minimize the risk of damaging the reliability of 
the supply and is contingent on achieving an appropriate gas agreement for the converted units, in 
order to reduce the costs to the economy. Furthermore, on January 7, 2020, the National Council 
for Planning and Construction approved the plan for establishing two new production units 
(CCTGs) at the Orot Rabin Power Plant in Hadera, which will operate on natural gas, and passed 
them on for approval by the Housing Cabinet166. 

(G) Plan to Save Israel from Energy Pollution 

On October 9, 2018, the Minister of Energy published the Plan to Save Israel from Energy 
Pollution, which mainly concerns reduction of the use of polluting fuels by 2030, and subsequently, 
in March 2019, the Ministry of Energy released a policy paper on the energy sector goals for 
2030167. The plan set goals for 2030, stipulating concrete measures and timetables for three main 
sectors, as follows: 

(1) In the power generation sector - the gradual reduction of coal based power generation until 
complete cessation in 2028. As of 2028, use of coal for power generation will cease completely at 
all coal-fired power stations, and power generation will be based on natural gas and renewable 
energies only, with the final shutting down of the coal operated stations in Hadera and Ashkelon. In 
addition, the ability to expand the scope of use of renewable energies beyond the 17% target by 
2030 is also being explored. Furthermore, the Ministry of Energy announced, on November 13, 
2019 (as set out above) that it was decided to shorten the timetable for converting the coal-fired 
plants in Hadera and Ashkelon to natural gas by the end of 2025, thus also shortening the 
timetable for ending the use of coal for power generation in Israel. For further information, see 
section 1.7.29(F) below.  

(2) In the transportation sector - complete cessation of the use of polluting fuels for land transportation, 
to be replaced with the use of electric vehicles and vehicles powered by compressed natural gas 
(CNG). Accordingly, from 2030, a total ban will be imposed on the import of cars that run on 
polluting fuels. Further to this policy, the Ministry of Energy issued a tender168 for establishing 2,500 
electric car charging stations nation-wide, and in June 2019 it published the list of the winners of 
the tender, and these stations are expected to be established by the end of 2020169. 

(3) In the industrial sector, discontinuation of the use of polluting fuels in industry and their 
replacement with cleaner and more efficient energy sources is mainly based on a connecting light 
industry and other small consumers to the natural gas distribution network. Furthermore, additional 
advantages are being examined, such as using electricity to replace fuels and supplying 
compressed natural gas. Accordingly, in 2019 the Ministry of Energy allocated grants to the 
distributing companies to accelerate deployment of the distribution network170.  

(4) Promotion of energy efficiency through the use of various mechanisms, including mechanisms to 
encourage reduction of power generation among electricity suppliers, producers and consumers 
and other license holders in the electricity sector; measures for requiring zero-energy construction; 
promotion of a model city for smart and efficient energy use; streamlining government agencies in 

 

165  https://www.gov.il/BlobFolder/policy/electricity_nov_2019/he/electricity_nov_2019.pdf 
166  https://www.gov.il/he/departments/news/ng_131119  

 https://www.gov.il/he/departments/news/ng_070120?utm_source=InforuMail&utm_medium=email&utm_campaign=
%D7%A2%D7%93%D7%9B%D7%95%D7%A0%D7%99%D7%9D+%D7%9E%D7%90%D7%AA%D7%A8+%D7%
9E%D7%A9%D7%A8%D7%93+%D7%94%D7%90%D7%A0%D7%A8%D7%92%D7%99%D7%94+%28115%29 

167  https://www.gov.il/BlobFolder/rfp/target2030/he/energy_2030_final.pdf  
168  https://www.gov.il/he/departments/general/electric_vehicle_ac_dc  
169  https://www.gov.il/he/departments/news/electric_car_110619 
170  https://www.gov.il/he/departments/news/electric_car_110619 

https://www.gov.il/BlobFolder/policy/electricity_nov_2019/he/electricity_nov_2019.pdf
https://www.gov.il/he/departments/news/ng_131119
https://www.gov.il/he/departments/news/ng_070120?utm_source=InforuMail&utm_medium=email&utm_campaign=%D7%A2%D7%93%D7%9B%D7%95%D7%A0%D7%99%D7%9D+%D7%9E%D7%90%D7%AA%D7%A8+%D7%9E%D7%A9%D7%A8%D7%93+%D7%94%D7%90%D7%A0%D7%A8%D7%92%D7%99%D7%94+%28115%29
https://www.gov.il/he/departments/news/ng_070120?utm_source=InforuMail&utm_medium=email&utm_campaign=%D7%A2%D7%93%D7%9B%D7%95%D7%A0%D7%99%D7%9D+%D7%9E%D7%90%D7%AA%D7%A8+%D7%9E%D7%A9%D7%A8%D7%93+%D7%94%D7%90%D7%A0%D7%A8%D7%92%D7%99%D7%94+%28115%29
https://www.gov.il/he/departments/news/ng_070120?utm_source=InforuMail&utm_medium=email&utm_campaign=%D7%A2%D7%93%D7%9B%D7%95%D7%A0%D7%99%D7%9D+%D7%9E%D7%90%D7%AA%D7%A8+%D7%9E%D7%A9%D7%A8%D7%93+%D7%94%D7%90%D7%A0%D7%A8%D7%92%D7%99%D7%94+%28115%29
https://www.gov.il/BlobFolder/rfp/target2030/he/energy_2030_final.pdf
https://www.gov.il/he/departments/general/electric_vehicle_ac_dc
https://www.gov.il/he/departments/news/electric_car_110619
https://www.gov.il/he/departments/news/electric_car_110619
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order to reach the 17% target by 2023 and implementing energy rating targets according to actual 
consumption for existing buildings in Israel. 

(5) Ensuring energy security in the market by ensuring surplus natural gas supply to the market, in the 
transportation, industry and electricity sectors 

(6) At the same time, the Electricity Authority announced on January 29, 2020 171  that it was 
considering the possibility of increasing the target for power production from renewable energies to 
30% of total power production by 2030, as requested by the Minister of Energy, compared with the 
current 17% target for power production from renewable energies by 2030. 

(7) The Company estimates that, implementation of the plan may lead to an increase in the demand 
for natural gas in the Israeli market. 

(H) The Excise on Fuel (Exemption and Repayment) (Amendment and Temporary Provision) Order, 
2018 (Green Taxation); the Excise on Fuel (Imposition of Excise) (Amendment No. 2 and 
Temporary Provision No. 3) Order, 2018 (Amendment), 2019; the Customs Tariff and Exemptions 
and Sales Tax on Goods (Amendment No. 8) Order, 2018 (Coal), (together: ("the Orders"). 

On March 14, 2018 and on February 21, 2019, the Knesset Finance Committee and the Knesset 
plenum approved the Orders, which provide, inter alia, that as of January 1, 2021, the excise tax on 
coal would increase by about 125%, in view of the Government's policy of the inclusion of external 
fuel costs and to encourage expansion of the use of natural gas. 

It was further decided that as of January 1, 2024, the excise tax on compressed natural gas (CNG) 
will gradually increase, subject to the existence of no less than 25 CNG filling stations that will 
receive all the required approvals for operating. It was also determined that as of January 1, 2021, 
the excise tax on diesel fuel, which is used mainly for transportation purposes, will gradually be 
abolished. 

The Company believes that these Orders may lead to a significant drop in the use of coal for power 
generation and reduce the use of transportation diesel fuel, and accordingly, to an increase in the 
demand for natural gas in the country, beyond the natural growth in demand for natural gas and 
electricity in the Israeli economy. 

(I) Paris Agreement and PPCA 

In December 2018, Israel joined the Powering Past Coal Alliance (PPCA) - a global coalition to 
reduce the use of coal – and will stand in line with respected members in the coalition such as 
Canada, Britain, France, Denmark and the Netherlands. The parties to the Alliance have 
undertaken to gradually reduce coal-fired power generation and to support clean energy in 
government and corporate policies. The Alliance supports the phasing out of coal-fired power 
generation for OECD countries by 2030, with the rest of the world by 2050. The most significant 
measures based on which Israel was admitted to the Alliance are, among others, the Government 
Decision that units 1-4 of the Orot Rabin power station in Hadera, which constitutes one-third of the 
coal generation capacity in Israel, will be closed by June 2022 (see section 1.7.29(f) above); and 
the declaration that by 2030 use of coal will be completely discontinued (the date set for cessation 
of coal use was brought forward to 2025 as set out in section 1.7.29(g) above). As stated in the 
announcement of the Ministry of Energy, Israel's participation in the Alliance represents an 
opportunity to continue advancing the government's policy to reduce the use of coal in the fuel mix 
for the power generation, also in the international arena because reducing the use of coal in Israel 
reduces air pollution and helps achieve the greenhouse gas reduction target that Israel is 
committed under the 2015 Paris Agreement. It should be noted that Israel signed the Paris 
Agreement in 2016, and its objectives are, inter alia, to strengthen the implementation of the United 
Nations Framework Convention on Climate Change and the reduction of greenhouse gas 
emissions (the “Paris Agreement”). In view of the foregoing, the government of Israel is promoting 
an environmental policy with regard to increasing reliance on natural gas and its use in the 
electricity generation, industrial and transportation sectors. It should also be noted that the main 
commitment of each country signed on the Paris Agreement is to submit a plan every five years 
detailing the measures that it will adopt for dealing with climate change. 

(J) Environmental guidelines for offshore exploration and production of oil and natural gas 

 

171  https://pua.gov.il/Publications/PressReleases/Pages/2030.aspx 

https://pua.gov.il/Publications/PressReleases/Pages/2030.aspx
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In December 2016, the Ministry of Energy, together with the Ministry of Environmental Protection 
and other ministries, published draft guidelines for receiving public observations for the purpose of 
regulating the environmental aspects of offshore oil and natural gas exploration, development and 
production activities. These guidelines are intended to instruct holders of offshore oil rights what 
measures and documents they are required to prepare as part of their activities within their leases, 
for the purpose of preventing or minimizing as far as possible any environmental hazards that could 
develop during offshore oil and natural gas exploration, development and production activities. 
These guidelines are an integral part of the oil right and the work plan, and digression could lead to 
revocation of the right. Therefore, the Ministry of Energy drafted, among others, the following 
guidelines:  

(1) Environmental guidelines for conducting seismic surveys (geological and geophysical studies): In 
view of the intensity of the noise generated when conducting seismic surveys and its impact, noise 
levels, path and dates of planned seismic surveys must be submitted for the Commissioner's 
approval for conducting the survey. When the survey is conducted in a nature reserve or near 
infrastructure installations, the survey must be coordinated with the authorities or competent 
entities. In addition, a survey plan must be drafted for conducting the survey, and for obtaining the 
Commissioner's approval as a precondition for its implementation. 

(2) Environmental guidelines in a license: At the license stage, the right is granted to prospect for oil by 
drilling exploration wells and appraisal wells in the license area. As a condition of receiving 
approval to drill, the license holder must submit an application to the Commission together with the 
following documents: (1) an Environmental Statement (ES) that contains a baseline survey of the 
marine environment; (2) a contingency plan for treating oil spills (OSCP), approved by the Marine 
Environment Protection Division; and in addition, the license holder must obtain the following 
permits: Discharge and toxins permits.  

(3) Environmental guidelines for a license after discovery and for a lease: As a condition for approval 
of the development plan and operating authorization the leaseholder is required to submit the 
following documents to the Commissioner: (1) an Environmental Impact Assessment (EIA) which 
includes a baseline survey of the marine environment, that addresses the planned development 
and production program; (2) Oil Spill Contingency Plan (OSCP). In addition, the leaseholder is 
required to obtain the following permits: discharge permit, toxins permit and emissions permit. 

(K) National Outline Plan 37/H regarding reception and processing of natural gas 

For preparing the planning infrastructure for connecting the natural gas reservoirs to the national 
pipelines network installing the necessary facilities, approval of the National Council for Planning 
and Construction (below in this section: "National Council") and the Israeli government is required 
for a detailed partial national outline plan that addresses the reception and treatment of natural gas 
from the discoveries to the national pipeline network (below in this section: "Outline Plan" or "NOP 
37/H").  

The Outline Plan designates areas (terrestrial and marine) for installing the facilities required for the 
production and conveying of natural gas, including, inter alia, natural gas reception and treatment 
stations, a gas pipeline etc. The Leviathan Reservoir development plan as set out in section 
1.7.4(e) above, is compatible with NOP 37/H. 

Several petitions were filed against the Outline Plan with the High Court of Justice. On December 
22, 2015, a ruling was handed on these petitions, that the Plan complied with the majority of legal 
hurdles placed in its way by the petitioners, and on the whole passed the judicial review test. 
Nonetheless, the Court accept two specific issues raised in the foregoing petitions, and ruled that 
the National Council will be given a stay of 18 months to address these two specific problems 
found in the Outline Plan.  

On February 2, 2016 the National Council decided on adjustments and additions to the Outline 
Plan, in accordance with the foregoing High Court ruling, and subject to the approval of the Israeli 
government. On March 27, 2016 the Ministerial Committee for Planning, Construction and Housing 
(the Housing Cabinet) approved the amendments made to the National Outline Plan by the 
National Council, in accordance with the High Court ruling on this matter, and on April 14, 2016 the 
approval became Government Decision. In addition, on April 5, 2016 the National Council 
approved the treatment composition (onshore-offshore) (the “Development Composition”) as 
appears in the Leviathan Reservoir development plan, and the location of the main treatment 
facilities, pursuant to the guidelines set out in this regard in NOP 37/H. On October 31, 2016 a 
petition was filed with the High Court of Justice concerning the construction of an territorial 
emergency stockpile tank for condensate at the Hagit site, inter alia, on the grounds that the 
location of this tank was not duly approved by the National Council as part of its approval of the 
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Development Composition. Subsequent to the filing of the petition, on December 6, 2016, in the 
avoidance of any doubt, the National Council approved the revision of the Development Mix, so 
that the condensate stockpile storage tank at the Hagit site, in the position detailed in TAMA 37/H 
will be included in the mix approved by the National Council. As a result, the petition was struck.  

On April 3, 2017, a new petition was filed against the foregoing National Council decision of 
December 6. 2016. In the hearing, it was argued that the approval of an onshore condensate 
storage tank contradicts the preference given in NOP 37/H for the establishment of offshore 
treatment facilities and is inconsistent with the Tanin and Karish Reservoirs development plan, 
according to which storage of condensate will be in a floating production and storage facility 
(FPSO) close to the wellhead. Following the Court's recommendation, the National Council held 
further discussion on the Hagit facility on December 6, 2017, and approved its inclusion in the 
Leviathan Reservoir development plan composition. After hearing further arguments, the High 
Court of Justice dismissed the petition on December 24, 2017. 

In recent years, a number of petitions have also been filed with the Haifa District Court sitting as 
the Administrative Court, and with the High Court of Justice, with a common purpose of attacking 
various aspects relating to the Leviathan project's development plan, relating to both the offshore 
segment and the onshore segment, including regulatory permits granted to the Operator with 
regard to the development plan, and other issues. It should be noted that, all these petitions have 
been dismissed, whether by being struck or by way of deferral, and various motions for interim 
injunctions filed by the petitioners in the various petitions have been dismissed. 

(L) The Electricity Authority decision - criteria for recognition of gas costs for independent power 
producers that operate using natural gas 

(1) On September 12, 2016, the Electricity Authority decided on criteria for recognition of costs 
incurred by an essential service provider in respect of agreements for the purchase of natural gas, 
as follows (in this section: the “Authority's Decision”): 

A. A method of calculating the recognized cost per MMBTU in NIS, for an IPP that signed a gas 
agreement under which the gas price is linked to the production component. 

B. The Authority's Decision will apply to licensees that comply with the following two cumulative 
conditions: (1) licensees that sign a gas agreement at a price linked to the production component 
by no later than December 31, 2018; (2) licensees that had not yet obtained tariff approval on 
August 16, 2015 and that will reach financial closing and obtain tariff approval by no later than 
December 31, 2018. 

C. The Authority’s Decision does not detract from the powers of any government body concerning the 
gas agreements, and in particular with respect to the powers of the Committee for Price Control. It 
was further clarified in the Authority's Decision that if gas prices are regulated, the price recognized 
by the Electricity Authority will be based on the controlled price. 

D. The Electricity Authority will act to issue a separate decision regarding the recognized gas costs of 
power producers that signed a gas agreement with another linkage mechanism, in accordance with 
the Gas Outline Plan. 

In this Decision, the Electricity Authority set up an incentive mechanism for IPPs to engage in 
agreements for the sale and purchase of gas, according to which the gas price will be lower than 
the maximum price fixed in the Gas Outline Plan, by recognizing a price higher than the actual gas 
price. This Decision also encourages the IPPs to engage in agreements with new gas suppliers 
(i.e., gas suppliers unrelated to the Tamar partners), if the price of gas in these agreements will be 
lower than the maximum price fixed in the Gas Outline Plan. 

(2) The Electricity Authority's decision of June 12, 2017 provides that the Electricity Authority will 
continue to recognize the IEC’s costs from the gas supply agreement between the IEC and Tamar 
Partners, including costs arising from the Take or Pay obligation, subject to the following 
conditions: 

A. IEC will take reasonable measures to minimize the costs of the Agreement and to comply with the 
minimum consumption commitment, by using all the means at its disposal, including all efforts to 
reduce the price of gas at all permitted dates under the Agreement and including by the secondary 
sale of gas. This decision states that the price of gas in a secondary sale to other power producers 
will not exceed the cost of the purchase of gas from the gas supplier. 

B. The IEC may not order gas in volumes exceeding the total volume required for the generation of 
electricity according to the individual loading plan less the foregoing in section 1 above, and the 
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IEC may use diesel fuel and liquefied gas in accordance with the guidelines of the System 
Administration. 

(3) The Electricity Authority's recognition of the IEC agreement costs will be subject to annual price 
control by the Electricity Authority, and taking into account the IEC's activities to minimize the 
Agreement costs and its compliance with the conditions set out above. 

(M) On March 6, 2019, the Electricity Authority decided on principles for recognizing costs of a utility 
provider (the system management unit) in respect of agreements for the purchase of natural gas, 
as follows:  

(1) A method of calculating the recognized cost per MMBTU in NIS, for an IPP that signed a gas 
agreement under which the gas price is linked to the production component. 

(2) The Electricity Authority’s decision will apply only to license holders that are eligible for recognition 
of the cost of the gas agreement according to the applicable Electricity Authority’s decisions once 
the following two cumulative conditions have been met: (1) licensees that sign a gas agreement at 
a price linked to the production component from January 1, 2019 until no later than December 31, 
2021; (2) license holders that complete financial closing and obtain tariff approval by no later than 
December 31, 2021.  

(3) A producer that signs a gas agreement to replace a previous gas agreement which was recognized 
by the Electricity Authority will benefit 25% of the price gap between the agreements, provided that 
the price in the new agreement is lower. A producer that signs a gas agreement that does not 
replace a gas agreement that was recognized by the Electricity Authority will benefit 25% of the 
difference between the maximum gas price according to the Gas Outline Plan and the gas price in 
the agreement.  

(N) Yam Tethys Project and Tamar Project permits and licenses: 

(1) As part of the development of the Yam Tethys Project, the partners in the Yam Tethys Project 
received permits and licenses under the Petroleum Law and Natural Gas Sector Law required for 
the establishment and operation of natural gas production platforms and pipeline from the 
production platform to the reception terminal close to the Eshkol power station in Ashdod.  

(2) In addition, as part of the Tamar Project development plan, the Tamar partners received permits for 
the construction of a permanent natural gas and/or oil production platform and a permit for 
operating a natural gas and condensate production system at the Tamar project, under which the 
Tamar partners were required, inter alia, to submit guarantees in an amount of NIS 100 million 
(100%)172.  

Furthermore, on August 29, 2016 the Minister of Energy granted Tamar 10-inch Pipeline, Ltd. (a 
company owned by the Tamar partners proportionate to their interests in the lease) a national 
transmission license to operate the pipeline that will be used to convey natural gas from the Tamar 
Lease via the Tamar rig, to the reception point at the natural gas processing facility in Ashdod, 
subject to the terms of the license. The pipeline was established as part of the production system, 
as defined in the Tamar operating permit, primarily to be used for conveying condensate, and its 
use for conveying natural gas will be for a limited period, after which it will go back to be used for 
conveying condensate. 

(3) As part of Pase 1A of the Leviathan Project development plan, the Leviathan Partners received a 
permit for the construction of a permanent natural gas and/or oil production reg and a permit for 
operating a natural gas and condensate production system at the Leviathan Project, under which 
the Leviathan Partners were required, inter alia, to provide guarantees as set out in section 
1.7.4(B)(14) above.  

On February 21, 2017 the Minister of Energy granted Leviathan Transmission Systems Ltd. (a 
company owned by the Leviathan Partners) a permit for the construction and operation of a 
pipeline network, which will be used to convey natural gas from the fields in the Leviathan Leases, 
or of other natural gas suppliers under certain conditions, all subject to the terms of the license. 

Furthermore, on December 19, 2019, approval of the Petroleum Commissioner was received for 
the running the production system for natural gas and oil from the Leviathan Leases. In addition, 

 

172  The Tamar partners provided guarantees in the amount of USD 35 million to secure the foregoing commitment and 
to secure the terms of the Tamar lease deed. 
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other permits were received, including a waste discharge permit, an air emissionspermit, toxins 
permits, and business licenses. 

(4) It is noted that the EMG pipeline transmission license was granted to Prima Gas Ltd. (“Prima”), a 
private company incorporated in Israel which is fully held by EMG. Pursuant to the instructions 
given by the Minister of Energy on December 16, 2019, Prima is entitled to transport natural gas 
from Israel to Egypt via the EMG pipeline. In accordance with these instructions, the Partnership 
and Noble provided the Director General of the Natural Gas Authority a bank guarantee in the 
amount of USD 1 million. 

(O) On March 9, 2020, the Ministry of Finance published the draft Taxation of Profits from Natural 
Resources Regulations (Advance Payments on the Petroleum Profit Levy), 2020, 173  for public 
comment (in this section: the “Regulations”) by March 30, 2020. 

The Regulations are set up under sections 10(b) and 51 of the Taxation of Profits from Natural 
Resources Law, 2011 (in this section: the “Law”) for the purpose of regulating the issue of advance 
payments to be may by the petroleum rights holders of a petroleum venture. The proposed 
Regulations provides method for calculation of advance payments, payment dates and reporting of 
payments, as defined in the Law. Breakdown of the main provisions included in the draft 
Regulations: 

(1) It proposes that a holder of petroleum rights in a petroleum venture (in this section: “Petroleum Interest 
Holder”) will make advance payments on account of the levy for the current tax year, and that such 
payment will begin from the tax year in which commercial production, as defined in the Law, begins. 

(2) It proposes that formulas for calculating the amount and the rate of advance payments, as well as 
fixing the date of payment and manner of reporting the calculation of the amount payable. 
According to the proposed regulation, every entity that is a Petroleum Interest Holder will be 
required to make advance payments based on their pro rata share in the petroleum interest. It 
further proposes that the amount of such advance payments be based on the amount of the current 
intake of the petroleum project for the effective month multiplied by the rate of the advance 
payment, as of the year in which commercial production, as defined in the Law, began. 

(3) Pursuant to section 9(B)(1) of the Law, a derivative payment is a payment calculated as a rate of 
the petroleum produced the petroleum venture field, the income from the venture or the petroleum 
profits of the venture. A recipient of a derivative payment is required to pay a levy called the 
“participation amount”. The section provides that the participation amount will be deducted from the 
levy applicable to the Petroleum Interest Holder. Therefore, the regulations propose that the 
participation amount deducted at source by a Petroleum Interest Holder be considered payment on 
account of advance payments that it is required to make. Such foregoing deduction is contingent 
on written approval from the assessing officer. 

(4) It proposes that the assessing officer be authorized to reduce or increase the rate of the advance 
payment that was fixed for a certain tax year if it is proven, to his satisfaction, that the levy for the 
tax year in which the advance payment is made is higher or lower than the amount calculated for 
the advance advances for that tax year.  

(5) In view of the fact that the regulations are expected to take effect, if at all, only later in the year, it 
proposes that the first date for payment and reporting  for January, February, March and April 2020 
be after or close to the publication of the regulations, while the proposed date, in the meantime, is 
May 15, 2020. The Ministry of Finance estimates that this time frame will be sufficient for preparing 
for the first payment and report once the Regulations take effect. 

As of date of approval of the Report, the Company is reviewing the draft regulations and its 
possible implications for the Company, the Partnership and the operating segment. 

(P) Specific legislation applicable in Cyprus 

Oil and gas exploration operations in Cyprus are subject to regulation that includes requirements 
for permits, licenses or rights to perform the operations, requirements regarding the scope of 
investment and schedules for exploration, payment of royalties to the state (under the concession 
agreement as set out in section 1.7.6(d) above, work safety and environmental quality. 

 

173  https://www.tazkirim.gov.il/s/tzkirim?language=iw&tzkir=a093Y00001RFN0dQAH 
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Hydrocarbon exploration and production operations in the Republic of Cyprus, in the territorial 
waters and exclusive economic zone (EEZ) of the Republic of Cyprus are regulated mainly through 
local legislation and regulations issued under primary legislation ("the Cypriot Legislature"). 
Furthermore, the Republic of Cyprus is a full member of the EU and the EU directive concerning 
granting and use of hydrocarbon exploration and production permits (Directive 94/22/EC) and other 
relevant European legislature that also regulates hydrocarbon exploration and production 
operations in the Republic of Cyprus and the Cypriot EEZ are applicable.  

The Republic of Cyprus adopted the UN Convention on the Laws of the Sea (UNCLOS 82) in 1988 
and to the best of the Company's knowledge signed a number of agreements with its neighboring 
countries (Israel, Egypt and Lebanon) with regard to defining the Cypriot EEZ.  

Under the Cypriot Legislature, a permit, valid for up to one year, is required for conducting 2D and 
3D seismic surveys; a license, granted for an initial period of 3 years and which can be extended 
for two further periods of two years each, is required for hydrocarbon exploration; and an 
exploitation license is required, which is granted for an initial period of 25 years and can be 
extended for a further 10 years, subject to the terms of the license. An exploitation license relating 
to a commercial finding during exploration will be issued following approval of a development and 
production plan.  

The relationship between the Republic of Cyprus and the license holder is prescribed under a 
Production Sharing Contract (in this section: ("the Concession Contract"). The Concession 
Contract prescribes the relationship, the liabilities and rights of the license holder and the fiscal 
terms applicable to the license holder. For further information regarding the Block 12 concession 
contract see section 1.7.6(D)(d) above. 

In 2014 the Republic of Cyprus decided to establish a special purpose government company, 
Cyprus Hydrocarbons Co. Ltd. "CHC"), wholly owned by the government of Cyprus, which is its 
representative it in everything concerning exploration activities in Cypriot economic waters, and the 
production and export of oil and natural gas from Cyprus.  

1.7.30. Material Agreements 

Below is a list of the material agreements to which Delek Energy and/or the Partnerships are a 
party, including agreements that were in force during the period from January 1, 2019 through to 
the date of approval of the Report or which affected the operations of Delek Energy and/or the 
Partnerships during this period:  

(A) Agreement for sale of royalty right from Tamar and Dalit Leases between Delek Energy and Delek 
Royalties  

For information concerning the agreement under which Delek Energy assigned to Delek Royalties, 
by way of a final and irrevocable assignment, its right to receive Tamar Royalties and all rights 
accompanying the royalty in return for a cash consideration and against the allotment of ordinary 
shares of Delek Royalties, see section 1.7.36(a) to the 2018 periodic report. 

(B) Agreements for the sale of natural gas to the local market from the Tamar and Leviathan projects 

For further information, see section 1.7.4(D) above. 

(C) Agreements for exporting natural gas from the Tamar and Leviathan projects 

For further information, see section 1.7.4(e) above. 

(D) Financing agreements  

For further information, see section 1.7.23 above. 

(E) Block 12 Concession Agreement  

For further information, see section 1.7.6(D)(d) above. 

(F) Agreements for the acquisition of EMG shares and rights in the EMG pipeline 

For executing the two agreements between the Partnership and Noble and Dolphinus for the export 
of natural gas to Egypt from the Tamar and Leviathan reservoirs, as set out in sections 
1.7.14(E)(1)b and 1.7.14(E)(2)b (in this section: the “Dolphinus Agreements” of the “Egypt Export 
Agreement”), on September 26, 2018, EMED signed agreements for the acquisition of 39% of the 
shares of EMG (the “EMG Transaction”). 

On November 6, 2019 the EMG Transaction was closed and on January 15, 2020, delivery of 
natural gas from the Leviathan Reservoir to Egypt began. 
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The closing of the EMG Transaction was subject, among other things, to the signing of a capacity, 
lease and operatorship agreement (CLOA), between EMED  and EMG, in which EMG will grant 
EMED the exclusive right to lease and operate the EMG Pipeline for the transport of natural gas 
from Israel to Egypt (“the (CLOA”), which was signed on June 30, 2019, as set out below: 

(1) General: 

EMG is a private company registered in Egypt, which owns a 26-inch, 90-kilometer long subsea 
pipeline connecting the Israeli transmission system near Ashkelon to the Egyptian transmission 
system near El-Arish, as well as related facilities (“the EMG Pipeline"). The EMG Pipeline was 
designed for an annual capacity of 7 BCM, with an option to increase the annual capacity to 9 BCM 
by installing additional systems. Transmission of gas via the EMG Pipeline from Egypt to Israel was 
discontinued in 2012, and to the best of the Partnership’s knowledge, as at the date of signing of 
the agreement, EMG had no commercial activity, and it remains exposed to claims174 and debts in 
significant amounts vis-à-vis the authorities, creditors, suppliers and customers175. It should be 
noted that under the Transaction, the Partnership is not required to provide any collateral or 
guarantees for the existing debts of EMG.  

As at the date of signing of the agreement, the EMG’s shareholders are: 

(a)  EGI-EMG LP - 12%; 

(b)  Merhav MNP Ltd. - 8.2%; 

(c)  Merhav Ampal Energy Holdings, Limited Partnership - 8.6%; 

(d)   Merhav - Ampal Group Ltd. - 8.2% (the “Merhav Ampal Group”); 

(e) PTT Energy Resources Company Limited - 25% (“PPT”)176;  

(f)  Mediterranean Gas Pipeline Ltd. – 28% (“MGPC”)177; 

(g)  Egyptian General Petroleum Corporation – 10% (“EGPC”)178; 

(Shareholders (a) - (d) will be jointly referred to in this section 1.7.30(f), below  the “Sellers”). 

(2) Agreements for the acquisition of 39% of the share capital of EMG 

On September 26, 2018, EMED signed four separate, mostly similar, agreements with the Sellers 
to acquire EMG shares held by the Sellers, constituting 37% of the shares of EMG (collectively, in 
this sub-section (F): the “Share Acquisition Agreements "), as well as an additional agreement for 
the purchase of shares constituting 2% from MGPC (“the MGPC Agreement”). 

 

174 Furthermore, to the best of the Company's knowledge, on December 30, 2018, Bazan filed a request for arbitration 
against EMG with the International Chamber of Commerce in accordance with the agreement for the sale of natural 
gas signed between them on December 12, 2010 (“the EMG-Bazan Agreement”). Bazan claims that due to the 
failure to supply natural gas in the period of the EMG-Bazan Agreement and the termination of the Agreement, it 
incurred damage estimated at USD 304 million. EMG claims that Bazan is not entitled to compensation at all since 
the EMG-Bazan Agreement was suspended due to force majeure, and that the statute of limitations applies to 
Bazan’s claims. MG further claims that even if Bazan is found to be entitled to damages, the amount of the 
damages is limited to USD 11 million, under the terms of the EMG-Bazan Agreement. As at the date of approval of 
the Report, the hearings in the arbitration were scheduled for October 12-16, 2020. The Partnership estimates, 
based on the information it received from EMG’s counsel in the proceeding, that the chances of the claim being 
accepted are low.  

175  According to EMG financial statements as at December 31, 2018 and December 31, 2017, EMG 's assets 
amounted to USD 105 million and USD 117 million, respectively; its total liabilities amounted to USD 520 million 
and USD 505 million, respectively; and it had a shareholders' equity deficit of USD 415 million and USD 388 million, 
respectively. In addition, in 2018 and 2017, EMG did not recognize income from operations and accumulated 
losses of USD 25 million and USD 30 million, respectively. These financial statements are presented in US dollars 
and are prepared in accordance with generally accepted accounting principles in Egypt. It should be noted that the 
figures in the financial statements as at December 31, 2018 and December 31, 2017, and for the years then ended, 
are based on financial statements for which EMG’s auditor refrained from giving an opinion, due to the materiality of 
the issues and reservations as they appear in his opinion. It should also be noted that the foregoing financial 
statements do not include a provision for possible claims by customers.   

176 A public energy company partially owned by the Government of Thailand. 
177 A private company which, to the best of the Company's knowledge, is controlled by Evsen Group, a company 

headed by Dr. Ali Evson. 
178 An Egyptian government company. 
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A. Highlights of the Share Acquisition Agreements: 

 Once the preconditions, the main ones which are described in section 4 below, and the terms for 
closing of the EMG Transaction were met, the Sellers sold the shares they held in EMG and 
transferred them to EMED, amounting to 37% of the share capital of EMG (below in this section (f): 
“the Acquired Shares”), including all the rights attached to the Acquired Shares. 

 The Sellers, the shareholders of the Sellers and the companies related to the Sellers will waive any 
claim, action, award, ruling, order or remedy they may have against the government of Egypt and 
companies owned by the government of Egypt, with regard to the Arbitration Proceedings179.  

 In return for the Acquired Shares, waiver of their rights under the Arbitration Proceedings, and 
other rights in accordance with the Share Acquisition Agreements, as set out above, EMED paid 
the Sellers on date of closing of EMG Transaction, a total amount of USD 527 million US dollars 
(below in this section (f): the “Consideration”) of which the Partnership and Noble each paid an 
amount of USD 187 million180, and the balance was paid by the Egyptian partner.  

 Closing of the EMG Transaction underlying the Share Acquisition Agreements was subject to 
standard preconditions, including: receipt of all the approvals and consents required for the transfer 
of the Purchased Shares from the Sellers and their registration in the name of EMED; receipt of the 
approvals and consents required by any law in Egypt and in Israel for performance of the 
transactions underlying the Share Acquisition Agreements and for the delivery of gas through the 
EMG Pipeline from Israel to Egypt (including the approval of the Transportation Authority); signing 
of the CLOA and the removal of any material obstacle to its performance; completion of 
engineering due diligence for the EMG Pipeline, testing the continuous flow of gas from Israel to 
Egypt through the EMG Pipeline, in the quantities and for the period determined; restructuring and 
rescheduling of EMG’s debt to an Egyptian bank, to the satisfaction of EMED; receipt of all the 
formal approvals required by the Sellers, including with respect to the controlling shareholder in 
Merhav-Ampal Group which is in the process of liquidation, court approvals181, and the closing of all 
the Share Acquisition Agreements.  

 The jurisdiction applicable to Share Acquisition Agreements is UK law. Disputes between the 
parties will be adjudicated in arbitration in London (according to the rules of the London Court of 
International Arbitration). 

 On July 31, 2019, the decision of the Competition Commissioner182 was issued in accordance with 
section 20(b) of the Competition Law, allowing purchase of the interests in the EMG pipeline under 
the following main conditions: 

a) The Partnership (and any affiliate, as defined in the decision: (an “Affiliate”), Noble (and any 
Affiliate), EMG and EMED (EMG and EMED hereinafter referred to, jointly and severally, the 
“Parties”) may not refuse a gas swap application and will supply natural gas to a customer in Israel 
that has signed a natural gas supply agreement with a natural gas supplier in Egypt, of such 
volume and quality that will be no less than the quality that the natural gas supplier in Egypt 
committed vis-à-vis the customer in Israel (a “Gas Swap Arrangement”), and in this context, they 
will make every reasonable effort, including by exercising their rights in the Tamar and Leviathan 
projects to accept such application, All provided that the Egyptian supplier will supply natural gas to 
the customer of the Israeli supplier (i.e. the Tamar partners and the Leviathan partners) (The 
“Israeli Supplier”) in a volume and of a quality that will be no less than the quality that the Israeli 
Supplier undertook to sell to the customer in Egypt. 

b) The obligation of the Partnership, Noble and the Parties as set out in subsection 1 above is for up 
to the gas volumes set out in the take-or-pay conditions signed by the Leviathan partners or any 
one of them and the Tamar partners or any one of them, in respect of which there are transmission 

 

179  It should be noted that some of the Sellers, shareholders of the Sellers, and companies related to the Sellers, were 
involved in several arbitration proceedings in international arbitration institutions against the government of Egypt 
and companies held by it, in connection with the suspension of the flow of gas from Egypt to Israel (jointly in this 
section 1.7.30(F): “the Arbitration Proceedings”). EMG is also a party to arbitration against companies owned by the 
government of Egypt.  

180  The participation amount in the EMG Transaction attributable to the Partnership (plus transaction costs) amounted 
to USD 200 million, which was financed by using funds from loans available to the Partnership, as set out in section 
in 1.7.23(B) above, and from the Partnership’s free cash flow. 

181 On November 16, 2018, the required approval was obtained from the bankruptcy court in New York.  
182  https://www.gov.il/BlobFolder/legalinfo/decisions037056/he/decisions_037056.pdf  

https://www.gov.il/BlobFolder/legalinfo/decisions037056/he/decisions_037056.pdf
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agreements via the EMG pipeline (i.e. any agreement for using capacity of the transmission 
infrastructure of the pipeline in the direction from Ashkelon to el-Arīsh).  

c) EMG will not charge an Egyptian supplier for natural gas that will be swapped under the Gas Swap 
Arrangement (i.e. a supplier that meets the requirements of the Egyptial law for the export of 
natural gas to Israel, if any), an amount that exceeds half of the transmission fees via the EMG 
pipeline. 

d) The Partnership, Noble and the Parties may not refuse to provide transmission services via the 
EMG pipeline to an entity seeking to transport natural gas that does not originate from an Israeli 
Supplier via the EMG pipeline from Ashkelon to el-ʻArīsh (an “Other Entity”) that wishes to receive 
transmission services via the EMG pipeline up to the scope of available capacity (i.e. capacity via 
the EMG pipeline that is not reasonably required by the Tamar partners or the Leviathan partners).  

e) Notwithstanding the foregoing, the duty to provide transmission services will not apply in any of the 
following cases: (a) the Other Entity refused to sign a transmission agreement with the Parties, 
despite the verification of the Director General of the Natural Gas Authority that the transmission 
agreement contains no conditions that are unnecessarily burdensome on the Other Entity; (b) the 
Other Entity refused to meet conditions required by the Director General of the Natural Gas 
Authority with respect to such transmission agreement.  

f) EMED will not exercise the option to extend the Capacity, Lease & Operatorship Agreement by a 
further ten years without receiving a permit in advance from the Competition Commissioner.  

For information concerning the petition filed with the Competition Tribunal at the Jerusalem District 
Court regarding such approval by the Competition Commissioner, see section 1.7.31(J) below. For 
information concerning the signing of an agreement between Noble and INGL with regard to the 
possibility of transmitting the natural gas to the EMG pipeline via the INGL system, see section 
1.7.15(B)(2)b.2 above.  

B. Highlights of the MGPC Agreement 

Concurrently with the signing of the Share Purchase Agreements, an agreement was signed 
between EMED and MPGC, according to which MPGC transfered to EMED, for no financial 
consideration, once the Share Purchase Agreements are completed, 2% of the shares it holds of 
EMG, against ending of disputes between some of the Sellers and MPGC. 

Subsequent to closing of the EMG Transaction, and as at the date of approval of this Report, 
EMG’s shareholders are: 

 EMED – 39%; 

 PTT – 25%; 

 MGPC - 17% (controlled by Dr. Eli Evson); 

 Egyptian partner - 9%;183 

 EGPC – 10%.  

(3) Capacity, Lease and Operatorship Agreement 

As aforesaid, the closing of the EMG Transaction was contingent, among other things, upon the 
signing of the capacity, lease and operatorship agreement between EMED and EMG, in which 
EMG will grant EMED the exclusive right to lease and operate the EMG Pipeline for the entire term 
of the Dolphinus Agreements, with an option to extend the agreement. According to this 
agreement, which was signed on June 30, 2019, the costs required for refurbishment of the EMG 
Pipeline, and the current operation costs of the pipeline, will be borne by EMED (collectively in this 
section: “the Operating Costs”), and EMG will be entitled to receive the current transport fees to be 
paid by Dolphinus for use of the pipeline (below in this section: “the Transmission Fee”), net of the 
Operating Costs. As at December 31, 2019, Noble and the Partnership have invested in the 
refurbishment of the EMG Pipeline, through EMED, an amount of USD 83.6 million, which will be 
recovered from the cash flow generated by payments for the transmission of gas to EMED.  

Concurrently with the signing of the agreements for export to Egypt, on September 26, 2019, the 
Partnership and Noble signed an agreement with the Tamar partners and the Leviathan partners 

 

183 To the best of the Company's knowledge, MGPC transferred the foregoing shares to the Egyptian partner.  
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for allocation of capacity (below in this section: “the Capacity Allocation Agreement”) in the pipeline 
from Israel to Egypt. The division of capacity in the  transmission system from Israel to Egypt (the 
EMG Pipeline and the transmission pipeline in Israel)  will be on a daily basis, according to the 
following order of priority: 

A. First layer - up to 350,000 MMbtu per day will be allocated to the Leviathan Partners. 

B. Second layer - the capacity exceeding the first layer, up to 150,000 MMbtu per day up to June 30, 
2022 (the “Capacity Increase Date”), and 200,000 Mmbtu per day after the Capacity Increase Date, 
will be allocated to the Tamar Partners. 

C. Third layer - any additional capacity exceeding the second layer will be allocated to the Leviathan 
Partners. 

At closing of the EMG Transaction, the Leviathan Partners paid an amount of USD 200 million (the 
“Leviathan Participation Fee”) and the Tamar Partners paid an amount of USD 50 million (the 
“Tamar Participation Fee”), in consideration of the undertaking to enable transmission of natural 
gas from the Leviathan and Tamar reservoirs and guaranteed capacity in the EMG Pipeline, all for 
the execution of the Egypt Export Agreements. It should be noted that the final Leviathan 
Participation Fee and Tamar Participation Fee will be determined by June 30, 2022, according to 
the ratio of the gas volumes actually supplied by the Leviathan Partners and Tamar Partners via 
the EMG Pipeline until that date (including gas volumes not yet supplied and that were paid for 
under the take or pay undertaking). 

In addition, the Capacity Allocation Agreement includes arrangements for participation in the costs 
of the EMG Transaction, additional costs related to gas flow, and investments which will be 
required to maximize utilization of the capacity of the EMG Pipeline, the payment of which will be 
divided between the Leviathan partners and the Tamar partners.  

The Capacity Allocation Agreement further stipulates principles for a backup arrangement between 
the Tamar partners and the Leviathan partners according to which, as from June 30, 2020, and 
until the Capacity Increase Date, if the Tamar Partners are unable to supply the quantities which 
they undertook to supply to Dolphinus, the Leviathan partners will supply the required quantities to 
the Tamar Partners.  

The term of the Capacity Allocation Agreement is until the termination of the Egypt export 
agreements, unless it had been terminated earlier in one of the following cases: a breach of a 
payment undertaking that was not remedied by the party in breach; in a case where the 
Competition Authority does not approve extension of the Capacity Lease and Operatorship 
Agreement according to the decision of the Competition Commissioner, as set out in section 
1.7.30(f)(2)a.6 above. Furthermore, each party will have the right to terminate its part in the 
Capacity Allocation Agreement if its export agreement is cancelled. 

To the best of the Company's knowledge, on August 26, 2019, PTT, which holds 25% of EMG 
shares, filed a claim with the Economic Court in Port Said, Egypt, against EMG and other parties. 
In the statement of claim, PTT seeks the revocation of the resolutions of EMG’s general meeting on 
June 10, 2019, including revocation oif the resolution to approve the signing of the CLOA. PTT 
claims that these resolutions constitute discrimination of the minority shareholders and are contrary 
to the Company’s best interests, in violation of the Egyptian companies law, which applies to EMG. 
As at the date of approval of the Report, a preliminary hearing was scheduled for March 14, 2020, 
but this was recently postponed, without scheduling a new date. As at the date of approval of the 
Report, the claim is in preliminary stages. 

(4) EMED shareholders agreement 

Shortly before signing the Share Purchase Agreements, the shareholders of EMED signed a 
shareholders agreement governing the relationship between them as shareholders of EMED, 
including provisions regarding material decisions, which will be made unanimously. In addition, 
arrangements were established for the right of first refusal for the transfer of shares in EMED. 

(5) MOU for the use of additional infrastructures 

Concurrently with the signing of the Share Purchase Agreements, as described above, an MOU 
was signed between the Partnership and Noble and between the Egyptian Partner (which holds the 
Pan-Arab Gas Pipeline) in the section from El Arish to Aqaba, and a related company of Dolphinus, 
in which the parties agreed that the Partnership and Noble would receive access to additional 
capacity in the Egyptian transmission system, through the Pan-Arab Gas Pipeline, at the entry 
point to the Egyptian transmission system in the Aqaba area, allowing the delivery of additional 
quantities of gas over and above the quantities of gas that will flow through the EMG Pipeline (in 
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this section I: “the Additional Infrastructure”), for implementation of the Dolphinus agreement and 
additional agreements for the sale of natural gas to Egypt. The parties further agreed to assess 
additional projects for the delivery of natural gas from Israel to potential customers and facilities in 
Egypt.  

(6) Agreement between EMG and EAPC and Eilat-Ashkelon Infrastructure Services Ltd  

On July 1, 2019, an agreement was signed between EMG and EAPC and Eilat-Ashkelon 
Infrastructure Services Ltd. (in this section: the “EAPC Companies” and the “EAPC Agreement” or 
“Agreement”, respectively) for regulating a sublease of areas within the EAPC complex at the 
Ashkelon port, rights of way at the port and EMG and EMED use of the natural gas facility located 
in this complex, for the purpose of transporting natural gas via the EMG Pipeline. 

In return for these rights, the EAPC Companies are eligible for payments as set out in the 
Agreement.  

The EAPC Agreement took effect on November 6, 2019, together with the closing of the EMG 
Transaction, and will be in effect (unless terminated prior thereto, inter alia, by EMG in the event 
that the Egypt Export Agreements are revoked due to a breach by the buyer or due to force 
majeure, all in accordance with the provisions of the Agreement) until June 10, 2030. According to 
the Agreement, and subject to its provisions (including the extension of the lease agreement 
between Eilat-Ashkelon Infrastructure Services Ltd. and the Israel Land Authority), EMG may 
extend the term of the Agreement until October 6, 2043. 

For the purpose of securing the payments to the EAPC Companies, EMG is required to provide a 
bank guarantee (renewable over the term of the Agreement) in the amount of USD 4 million (in this 
section: the “Guarantee Amount”). As at date of approval of the Report, EMG has not provided 
such bank guarantee, and instead EMED provided a company guarantee for up to the Guaranty 
Amount, which is backed by two bank guarantees in the amount of USD 2 million each, which were 
provided by the Partnership and Noble (in this section: the “Bank Guarantees”). The guarantee 
provided by EMED will expire and rendered null and void in the event that: (a) all of EMG’s 
undertakings vis-à-vis the EAPC Companies are canceled; (b) the EAPC Companies will have 
received payment in the amount of the Guarantee Amount due to exercise of the Bank Guarantees; 
(c) the Bank Guarantees are replaced by a bank guarantee provided by EMG; or (d) the Bank 
Guarantees have expired or been canceled. It is further noted that, under the terms and conditions 
of the guarantee provided by EMED, the EAPC Companies will be required to first exercise the 
Bank Guarantees and only in the event of  that they are not paid, will they be entitled to exercise 
the EMED guarantee. 

Concurrent to the signing of the Agreement, the Tamar and Leviathan Partners provided a letter of 
release, according to which each of the partners releases the EAPC Companies from any future 
lawsuit in respect of damage that may be caused to it (if any) due to an act or omission of the 
EAPC Companies or anyone on their behalf as parties to the EAPC Agreement or as the operators 
of the Ashkelon port (with the exclusion of damage caused by malicious intent).  

The EAPC Companies provided a similar letter to the Tamar and Leviathan Partners. 

(G) Joint operating agreement for the Leviathan Leases184  

Exploration and production activities in the Leviathan Leases (in this section: "the Oil Asset") were 
carried out through a joint operating agreement ("JOA" or "Joint Operating Agreement") dated 
August 3, 2008 (as amended from time to time). The parties to the JOA are the Partnership and the 
other partners in the Leviathan leases as described in section 1.7.4(A) below (in this section: ("the 
JOA"). The provisions of the JOA refer, inter alia, to the following issues: 

(1) All the rights and interests, and all the liabilities of the parties, in respect of the JOA, will be 
according to the percentage of the parties' participation  in the oil assets 

(2) Noble was appointed as operator and will be solely responsible for the Partnership’s operations in 
the Oil Asset - which includes, among other things, drafting of work plans, budgets and payment  
orders, the execution of the work plan in accordance with the approval of the joint operating 
committee, the planning and obtaining of all approvals and materials required for executing them, 
and providing consultation and technical services as required for the effective running of the joint 
operation, this in accordance with the terms and conditions for the Oil Assets and the applicable 

 

184 It is noted that at January 1, 2012, operations in the Leviathan Leases were carried out under a single JOA. 
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regulations, laws and the JOA. Inter alia, the Operator will determine the number and identity of the 
workers, their work hours and the salary that will be paid to them regarding the joint operations in 
the oil asset. 

(3) Provisions were determined for indemnification and limit of liability for the Operator  (including its 
directors and officers, and related parties and their directors and officers), whereby the Operator is 
entitled to indemnity for any damage, loss, cost, expense or liability incurred by virtue of fulfillment 
(or non-fulfillment) of its duties and functions as an operator (except in exceptional cases of gross 
negligence by the Operator's senior officers, whereby the indemnification will apply for any 
damage, loss, cost, expense or liability exceeding USD 5 million). The aforesaid does not exempt 
the Operator from liability for its share according to the rate of participation in any damage, loss, 
cost, expense or liability. 

(4) The Operator is entitled to reimbursement for all direct expenses arising from fulfillment of its duties 
as an operator and reimbursement for  indirect expenses arising from the share of the joint venture 
expenses, according to the Operator's accounting principles and practices. On June 30, 2016, an 
amendment to the JOAwas signed, according to which the Operator will be entitled to receive 
indirect expenses at a rate of 1% of the total direct expenses for development and production 
activities, subject to certain exceptions, such as marketing activity. 

(5) The parties to the JOA established an operations committee with the authority to approve and 
supervise the joint operations required to fulfill the terms of the Oil Asset and the  JOA. The 
operations committee is comprised of representatives of the parties, with each representative 
having voting rights in accordance with  the rights of the party  that they represent. Resolutions of 
the operations committee will be passed by a vote in favor by two or more of the parties, (which are 
not related or associated parties), holding together at the time of the vote at least 60% of the total 
participating rights in the area of the Oil Asset relevant to the resolution. 

It is further noted that, to pass a resolution to terminate the lease or waive any part of the lease 
area, a vote in favor by all the parties is required. A positive decision by one party to JOA is 
sufficient for approving any application for a license or renewal of a license or a lease. 

(6) Procedures for submission and approval of a work plan, budgets and authorizations for expenditure  
for operations in areas covered by the JOA. 

(7) Operations in which not all the parties participate (defined in the JOA as exclusive operations, and 
which are commonly known  in the oil exploration sector as sole risk operations) will not be carried 
out if they contradict the joint operations of all the partners to the JOA. The JOA provides a general 
framework for  these operations.  

(8) Subject to the provisions of the JOA, the Operator may at any time, with prior notice of at least 120 
days, resign from its position as Operator. In addition, subject to the provisions of the JOA, the 
Operator will be removed from its position if it becomes  insolvent or bankrupt, or makes an 
arrangement in favor of its creditors; if a party to the agreement gives notice of  a court order or a 
valid ruling for restructuring according to  bankruptcy laws; or  if a receiver is appointed for a 
significant portion of its assets; or it the Operator is dissolved or ceases to exist. 

(9) Sanctions applicable to  the partners and conditions for imposing the sanctions if one of the parties 
fails to pay its proportionate share in the joint expenses ("the Party in Breach"), including revoking 
the right of the Party in Breach to participate and vote in operating committee meetings, to receive 
data and information about joint operations and to receive the share of output to which it is entitled, 
and the option of allowing the partners to demand removal of the Party in Breach from the JOA and 
from the Oil Asset if the breach is not remedied within 90 days from the date of the breach 
announcement.  

(10) Provisions for full or partial withdrawal of a party from any oil asset (and from the applicable JOA), 
and determines the cases in which withdrawal is possible, and the rights and obligations of the 
withdrawing party towards the other partners in the Oil Asset and the JOA. 

(11) It also states that if a party to the JOA wants to transfer its rights (excluding transfer to a 
corporation under its control), the other parties to the JOA have the right of first refusal to acquire 
these rights in accordance with the provisions of the JOA . 

(12) It also provides that in the event of a change of control in one of the partners, and if the value of the 
Oil Asset exceeds 50% of the market value of the entire holding of such partner in which such 
change of control occurred, the partner must notify the other partners of such change of control 
(the “Notice”). The Notice will contain, among other things, the market value of the partner’s 
interests under the JOA, based on the amount that the buyer of the control is willing to pay in an 
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arm’s length transaction. Once such Notice has been given, each of the other partners will have the 
right to purchase the full interests of the partner in which the change of control occurred, within 30 
days from receipt of the Notice, and such purchase will be under the same terms and at the price 
given. It is further noted that, under the terms and conditions set out in the JOA, the other partners 
may dispute the value given in the Notice of the change of control.  

In the event that more than one partner gives notice of its willingness to exercise its right to 
purchase the interest as aforesaid, the interest will be divided pro rata to the holdings of the 
partners. 

(13) The JOA is subject to the laws of England and Wales. Any dispute will be decided in an arbitration 
proceeding in accordance with the arbitration rules of the London Court of International Arbitration 
(LCIA). 

(H) Joint operating agreement for the Tamar and Dalit lease  

Exploration and production operations in the Tamar project leases are carried out under a joint 
operating agreement (in this section: "the JOA" or "the Agreement") of November 16, 1999 (as 
amended from time to time). The parties to the JOA are the Partnership and the other Tamar 
project partners, which includes the following provisions: 

(1) All the rights and interests, and all the liabilities of the parties, in respect of the JOA, will be 
according to the percentage of the parties' participation  in the oil assets 

(2) Noble will be the Operator in accordance with the JOA and will be solely responsible for 
management of the joint operations in the oil asset, including the agreement with third parties, 
insurances, access  authorization for the parties to the JOA to supervise the joint operations, 
determining the number of workers and their wages, in accordance with the terms of the oil asset 
and rules applicable to it,  the JOA, and the guidelines of the operating committee (as defined 
below).  

(3) The role of the Operator can not be assigned without the prior written consent of the parties to the 
JOA (which are not the Operator), as well as any consent required by the Commissioner of 
Petroleum Affairs, with the exception of assignment to a third party of the Operator as defined in 
the agreement. 

(4) The Operator is entitled to reimbursement for all direct expenses arising from fulfillment of its duties 
as an operator and reimbursement for  indirect expenses arising from the share of the joint venture 
expenses, according to the Operator's accounting principles and practices. The Tamar partners are 
currently assessing the Operator's request for payment of operators fees for indirect expenses in 
the construction and operating stage of the project.  

(5) The Operator is not liable to any of the other parties to the JOA  (except for its proportionate share) 
for any claim, liability, loss or damage arising from or in respect of joint operations, unless these 
are a result of the Operator's willful misconduct or failure to obtain the required insurance and in 
any case shall not be responsible for consequential damages. The aforesaid does not exempt the 
Operator from liability for its share according to the rate of participation in any damage, loss or 
liability. 

(6) Operations committee: The parties have set up an operations committee as part of the JOA, which 
has the authority to make decisions regarding operating policy, approval of plans and requests for 
budgets, determining schedules, making decisions regarding applications for licenses and leases,  
and replacement of the Operator. The operations committee is comprised of representatives of the 
parties, with each representative having voting rights according to the rights of the party that they 
represent. The Committee's resolutions will be passed by a vote in favor of two or more of the 
partners, holding together at least 68% of the rights in the lease (related parties as defined in the 
agreement will be considered as one party). To pass a resolution regarding termination of the lease 
or waiver of any part of the lease area, a vote in favor is required by all the parties. A positive 
decision by one party to JOA is sufficient to approve any application for a license or renewal of a 
license or a lease. 

(7) Procedures for submission and approval of a work plan, budgets and authorizations for expenditure  
for operations in areas covered by the JOA. 

(8) Operations in which not all the parties participate (which are commonly known as sole risk 
operations in the oil exploration industry) will not be carried out if they contradict the joint 
operations of all  parties to the JOA. The JOA provides a general framework for  these operations. 
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(9) Subject to the provisions of the JOA, the Operator may at any time, with written notice of at least 
180 days,  or shorter notice with the consent of the operating committee, resign from its position as 
Operator. In addition, subject to the provisions of the JOA, the operating committee may dismiss 
the Operator if one of the events stipulated in the JOA occurs, including if the Operator ceases to 
hold at least 10% of the participating rights in the leases or insolvency or liquidation of the 
Operator. 

(10) Sanctions that apply to  the partners and conditions for imposing the sanctions if one of the parties 
fails to pay its proportionate share in the joint expenses ("the Party in Breach"), including revoking 
the right of the Party in Breach to participate and vote in operating committee meetings, to receive 
data and information about joint operations and if the breach continues for more than six days, 
denial of the proportional share of the Party in Breach in production. If the breach continues for 
more than 90 days, the other partners may demand the removal of the Party in Breach from the 
JOA and the oil asset. 

(11) Each party to the JOA may transfer its rights to a third party subject to the approval of the other 
parties to the JOA, and the parties may oppose the transfer on reasonable grounds only. 

(12) The JOA includes provisions for withdrawal of a party from any license, and determines the cases 
in which withdrawal is possible, including the rights and obligations of the withdrawing party 
towards the other partners in the license. 

(13) The JOA is subject to the laws of England and Wales. In addition, any dispute will be resolved in 
arbitration  in accordance with the Arbitration Rules of the International Chamber of Commerce. In 
the arbitration process, a single arbitrator will be appointed, who will not be a resident or an Israeli 
or UK citizen. 

(I) Joint operating agreement for Block 12 

The foregoing JOA covers the same issues and is in a similar format as the JOA applicable for the 
Leviathan Project (as described in section (g) above), whereby resolutions are adopted by a 
decisive majority vote which is a positive vote in favor of a decision by at least two participants that 
are not affiliated parties and that jointly hold at least 65% of the license rights. Noble Cyprus serves 
as the Operator. 

(J) Royalties to the State and to Related and Third Parties  

(1) General 

Under the Petroleum Law, the Partnership is required to pay the royalties to the State at the rate of 
one-eighth (12.5%) of the volume of oil and natural gas produced from the area of each lease and 
utilized, at the market value of the royalty at wellhead (the “State Royalties”).  

In addition to State Royalties, the Partnership pays royalties, according to the market value of the 
royalties at wellhead, to related and third parties  (the "Royalty Holders") under their obligations in 
two agreements: (a) the undertaking to pay royalties to the Company and to Delek Energy under 
the Rights Transfer Agreement of 1993, as described in subsection (2) below; and (b) the 
undertaking to pay royalties under the Avner Partnership Limited Partnership Agreement  (“Avner 
Partnership Agreement"), as described in subsection (3) below, which the Partnership assumed as 
part of the merger of Partnerships that was completed in May 2017.  

The Partnership undertook to pay royalties to Royalty Holders at certain rates from the 
Partnership’s share of the oil, gas and other substance of value produced and utilized from the oil 
assets in which the Partnership has an interest, at the market value of the royalty at wellhead.  

As aforesaid, pursuant to the Petroleum Law, the leaseholder is required to pay the State the 
"market value of the royalty at wellhead". A method must be set for calculating the market value of 
the royalty at wellhead is required because natural gas sales are priced at the onshore gas delivery 
point, and therefore, the contractual price stipulated in the gas sale agreements is higher than the 
price that would have been set had the gas been delivered at wellhead. Consequently, the effective 
rate of the State Royalties is actually lower than one-eighth (the "Effective Rate"). For information 
concerning the draft directives issued by the Ministry of Energy for public comment regarding the 
method for calculating the market value of the State Royalties at wellhead, see section 1.7.30(J)(5) 
above. For further information concerning the method of calculation of the Effective Rate of the 
State Royalties in the Partnership's projects and regarding the discussions with the State on this 
matter, see subsection (5) below. It is noted that in practice, the calculation of royalties paid by the 
Partnership to the Royalty Holders is based on the calculation of the value of the State Royalties at 
wellhead.  
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(2) Royalties under the 1993 Agreement 

Under the  1993 Agreement signed between Delek Energy and Delek Israel (the “Transferors”) of 
the one part, and the general partner in the Partnership, of the second part, the Transferors 
transferred to the Partnership rights in several licenses and the Partnership undertook in return to 
pay royalties to the Transferors from the Partnership’s share of the oil, gas and other substance of 
value produced and utilized from the oil assets in which the Partnership has an interest. The 
Royalties will be paid from the Partnership's total share, as aforesaid, at the value of the Royalty at 
wellhead, before deduction of royalties of any kind but after deduction of the oil used for its 
production needs. 

The royalty paid by the Partnership under the 1993 Agreement is divided between Delek Energy 
(75%) and Delek Israel (25%). Following reorganization, the Company currently holds Delek 
Israel's right to such royalties. 

The rate of royalties set in the 1993 Agreement, and as revised on the date of the merger of the 
partnerships, are as follows: (a) until date or return on investment of the Partnership, royalties will 
be paid at a rate of 2.5% for onshore oil assets and 1.5% for offshore oil assets; and (b) after ROI 
date, royalties will be paid at a rate of 7.5% for onshore oil assets and 6.5% for offshore oil assets. 

Pursuant to the 1993 Agreement, the Partnership and the Transferors signed deeds of royalties 
under which the royalty rights were recorded in the Petroleum Register.  

In July 2017, the Partnership sold participating rights of 9.25% in the Tamar Project to Tamar 
Petroleum, which assumed the Partnership’s undertakings to pay royalties to the Royalty Holders 
with respect to these rights. 

On June 7, 2018, Delek Energy completed a transaction under which it sold its right to receive 
royalties from Tamar and Dalit leases to Delek Royalty, retroactively from January 1, 2018. On 
December 26, 2019, the Company completed a transaction under which it sold its right to receive 
royalties from Tamar and Dalit leases to the Study Funds for Teachers and Kindergarten Teachers 
and to Study Funds for High School Teachers, Seminary Teachers and Supervisors, retroactively 
from April 1, 2019. Subsequent to these transactions, the Company and Delek Energy no longer 
hold rights to receive royalties from the Tamar Project under the 1993 Agreement.  

(3) Royalties under the Avner Partnership Agreement 

Under the Avner Partnership Agreement, Avner Partnership undertook to pay to Cohen 
Development and other third parties, royalties of 6% of its entire share in the oil, gas and other 
substances of value that are produced from the oil assets in which it has or had an interest. The 
Royalties are calculated at the value of the Royalty at wellhead, before deduction of royalties of any 
kind but after deduction of the oil used for production needs. According to this undertaking, deeds 
of royalties were signed between Avner Partnership and the Royalty Holders, under which the 
royalty rights were recorded in the Petroleum Register. 

Under the merger of the Partnerships, the Partnership assumed the undertakings of Avner 
Partnership to pay royalties and accordingly, the rate of royalties paid by the Partnership to the 
Royalty Holders under the Avner Partnership Agreement was adjusted to 3%. In the amendment to 
the Delek Drilling Partnership Agreement drawn up at the time of the merger, the Partnerships 
clarified that the Avner Partnership Agreement and deeds of royalties signed under them would 
retain full validity with respect to the parties therein. 

(4) Dispute regarding the ROI Date for the Tamar Project 

A. In December 2017 the Partnership began paying royalties with  respect to the Tamar Project at a 
rate of 6.5%, the rate after the ROI date of the Project (the “Increased Rate”), based on a draft 
calculation prepared by the Partnership at that time. Consequently, Tamar Petroleum also began 
paying royalties from the Tamar Project at the Increased Rate since May 2018, retroactively from 
January 1, 2018. 

In September 2018, the Partnership’s audit committee and board of directors, approved the 
calculation date of the ROI date for the Tamar Project, according to which the ROI date fell in 
January 2018 (due to an error in the calculation, and this instead of December 2017, when the ROI 
Date falls according to the draft calculation).  The calculation was approved after completion of the 
special audit by the Partnership’s auditors, based on the advice of an independent legal advisor 
that the Partnership’s audit committee received. Consequently to the error, the Company and 
Delek Energy returned an amount of USD 2.8 million for overpaid royalties, as the Partnership 
claims. 
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Furthermore, the Supervisor of the Partnership requested an assessment by an external economic 
consultant regarding the calculation of the ROI Date prepared by the Partnership. To the best of 
the Company’s knowledge the main issue noted in the consultant's assessment report is the 
treatment of the taxes on gas and oil profits under the Income Tax from Natural Resources Law 
(the “Sheshinski Levy”), with regard to which the consultant noted, among other things, that his 
conclusions do not necessarily represent deficiencies in the draft calculation and are subject to 
legal and economic interpretation of the royalties agreement. 

In February 2019 Tamar Petroleum demanded that the Company and Delek Energy refund an 
amount of USD 852,255 thousand with respect to royalties that it claims were overpaid, this based 
on a calculation that it made according to which the ROI Date of the Tamar Project fell at the end of 
February 2018, subject to adjustments and reservations. Tamar Petroleum attached to its demand 
a special report of its auditors.  According to Tamar Petroleum, as the calculation does not include 
the effect of the Sheshinski Levy on the ROI Date, it was an interim calculation. Tamar Petroleum 
further stated that considering that it has worthy arguments in favor of including the Sheshinski 
Levy in the final calculation, it seeks to determine, together with the Company and Delek Energy, 
an agreed mechanism for assessing the Sheshinski Levy and its inclusion in the calculation of the 
date of ROI. 

As its demand was not accepted, on February 27, 2019, Tamar Petroleum offset the above amount 
from the royalty payments it made at the end of February 2019. As under the sale agreement of 
royalty rights from Delek Energyh to Delek Royalties provides an indemnification arrangement 
between the parties, Deleik Energy will indemnify the buyer if it is decided that the ROI Date fall on 
a later date, Delek Energy transferred to Delek Royalties the amount that was deducted from its 
share, as aforesaid. 

The Company and Delek Energy strongly objected to the contents of Tamar Petroleum's foregoing 
demand, including the attached calculation, and denied its right to the offset (which they claim was 
made in contravention of the law). Furthermore, Delek Energy and the Company further noted that 
they have serious claims regarding pushing back of the ROI date that applies long before February 
2018. It is also noted that, if Tamar Petroleum does not transfer the Refund Amount that was offset, 
and if it does not agree regarding the earlier date of ROI, they will consider their steps as to how to 
clarify these issues. 

For information regarding the legal proceedings underway with regard to setting the ROI Date of 
the Tamar Project, see Notes 24A3(3) to the Financial Statements.  

(5) Method of calculation of the market value of royalties at wellhead 

A. Under the terms of the royalties, the Partnership is required to pay the State and royalty holders 
(including the Company) the market value of the royalties "at the wellhead".  

B. Rate of Tamar project royalties 

 The partnership has to date calculated the market value of royalties from the Tamar project at 
wellhead according to the method for calculating the market value of the State Royalties and 
therefore the State Royalties market value calculation also affects the effective rate of royalty of the 
Company's royalty rights as well as of the other royalties paid by the Partnership. 

 Since the Tamar project began production in 2013, no agreement has been reached between 
Tamar project partners and the State regarding the method for calculating the market value of the 
royalty at wellhead, and in practice the Partnership has made advance payments to the State on 
account of the royalties, under protest, based on the rates demanded by the State. Accordingly, in 
2016, 2017, and 2018, at the demand of the State, the Tamar partners made advance payments of 
12% and 11.65%, respectively, in respect of revenues from the Tamar Project. On March 28, 2019, 
a letter was received from the Ministry of Energy stating that the rate of advance payment for the 
next period and until further notice would be 11.3% instead of 11.65%. 

According to the position of the Operator and other Tamar partners, the calculation of the market 
value of the State’s royalties at wellhead should be based on the principles according to which the 
said market value for the Yam Tethys Project (the principles of the English formula) was calculated, 
according to which the partners were supposed to pay royalties to the State at rates lower than the 
rates demanded by the State. It should be noted that in the discounted cash flow data for the 
Tamar Reservoir, the Company assumed a rate of royalties of 11.5%, lower than the actual 
royalties paid to the State as advance payments of 11.65% , but higher than the rate set in the 
letter of March 2019, as set out above. 
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For further information concerning the draft directives for the method of calculating the value of the 
royalty at wellhead with respect to the offshore petroleum rights issued by the Natural Resources 
Administration at the Ministry of Energy for public comments on February 9, 2020, see section 
1.7.30(J)(5) above.  As at date of publication of the Report, there is still not agreement with the 
Commissioner of Petroleum regarding the actual method of calculation of the State Royalty from 
the Leviathan Project or other future projects that the Partnership will be party to, and it is unable to 
estimate how the market value at wellhead of the royalties that will be paid in these projects will be 
calculated.  

 For information about the claim for restitution of royalties paid to the State by the Partnerships and 
Noble for their revenue from the supply of natural gas, from their part in the Tamar Project, to their 
customers under the Yam Tethys agreements, see section 1.7.37(B) below. 

C. Rate of Leviathan Project royalties 

It is noted that, in January 2020, a letter was received from the Ministry of Energy regarding 
advance payments on royalties in the Leviathan Project for 2020, in which it stated that the 
effective rate of royalties to be paid as advance payments for 2020 and until notified otherwise will 
be 11.26%. 

(6) Royalty rights from the Karish and Tanin Leases 

In August 2016 the Partnership and Avner Partnership sole their interests in the Tanin and Karish 
leases to Energean. 

Under the transaction the Partnership and the Avner Partnership received in return for the sold 
interests a right to royalties from the Karish and Tanin leases at a rate of 5.12% before payment of 
the before payment of the petroleum profit levy under the Taxation of Profits from Natural 
Resources Law, 2011 (the “Levy”) and before the ROI date; 2.47% before Levy payment and after 
the ROI date; and 3.22% from commencement of payment of the Levy and after the ROI date.  

Under the transaction for the sale of interests in the Karish and Tanin leases to Energean, 
Energean assumed the Partnership’s obligations to pay the royalties to the Royalty Holders, 
including the rights of the Company and Delek Energy to receive royalties as set out in the 1993 
Agreement.  

(K) Agreement for granting right of use for the Yam Tethys Project facilities 

For further information concerning the agreement between the Yam Tethys partners (including the 
Company and Partnership) and the Tamar Partners (including the Partnership) dated July 23, 
2012, see section 1.7.36(M) to the 2018 periodic report, noted here by way of reference. 

(L) Agreement for the Acquisition of Rights in the new Ofek and Yahel Licenses 

On October 10, 2019, a transaction was closed under which the Partnership acquired a 25% 
interest (out of 100%) in each of the new Ofek and Yahel licenses from SOA. On November 5, 
2019, the Petroleum Commission announced that the transfer of the acquired rights was recorded 
in the Petroleum Register. For further information concerning the agreement, see section 1.7.26(O) 
to the 2018 periodic report, noted here by way of reference. 

(M) Agreement to sell the Partnership’s interests in the Tanin and Karish Leases 

On August 16, 2016, the Partnersip and Avner signed an agreement with Energean under which 
Energean will purchase their interests in the I/16 Tanin and I/17 Karish leases. For further 
information concerning the agreement, see section 1.7.26(P) to the 2018 periodic report, noted 
here by way of reference. 

(N) Agreement for the Sale of the Interests to Tamar Petroleum  

(O) On July 2017, a sale transaction was signed between the Partnership as Seller and Tamar 
Petroleam, under which Tamar Petroleum purchased from the Partnership an interest of 9.25% 
(out of 100%) in the Tamar and Dalit leases. For further information concerning the agreement, see 
section 1.7.36(Q) to the 2018 periodic report, noted here by way of reference. 

1.7.31. Legal proceedings 

(A) On April 26, 2020, the Partnership learned of  claim and a motion for its certification as a class 
action against the Partnership, the general partner, the Company, the controlling shareholder of the 
Company and the directors of the Partnership’s general partner (including the former chairman of 
the board) who are officers in the Company, the former Company CEO and the CEO of the 
Partnership’s general partner ("the Respondents”). The motion alleges that the Respondents 
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avoided disclosing in the Partnership’s reports, the buyer’s right to reduce the TOP quantity in the 
Tamar-Dolphinus and Leviathan-Dolphinus agreements in a year when the average daily Brent 
price (as defined in the agreement) fell below USD 50 per barrel, as described in sections 
1.7.14(E)(1)b.5 and 1.7.14(E)(2)b.4 above. According to the Petitioner, such non-disclosure gives 
rise to cause of claim by virtue of various sections of the Securities Law, the Tort of Breach of 
Statutory Duty and the Tort of Negligence. The remedy sought in the motion is compensation of 
NIS 55.5 million as well as any other remedy in favor of the plaintiffs as the court deems fit under 
the circumstances. 

(B) With regard to a motion for certification of a class action filed by a consumer of the Israel Electric 
Corporation against Tamar partners, see Note 24A2(2) to the Financial Statements.  

(C) With regard to the claim filed by the Partnership and Noble at the District Court of Jerusalem 
against the State of Israel, through its representatives at the Ministry of Energy, which concerns 
mainly the reimbursement of royalties paid by the Plaintiffs, see Note 24A2(3) to the Financial 
Statements. 

(D) With regard to the motion to certify a class action, on the grounds that the merger transaction 
between the Partnership and Avner was approved in an unfair proceeding, and the consideration 
paid to the holders of the Avner minority units, as determined in the merger agreement, is unfair, 
see Note 24A3(1) to the Financial Statements. 

(E) With regard to a motion for certification of a class action filed by a consumer of IEC against the 
Partnership and Noble and against the other holders of the Tamar and Leviathan projects (as 
parties against which remedy is not sought) with regard to the competitive process for the supply of 
natural gas conducted by the IEC and with regard to a possible amendment to the gas supply 
agreement from the Tamar Project to the IEC, as agreed by the other holders of the Tamar Project, 
without the involvement of the Partnership and Noble, see Note 24A2(8) to the Financial 
Statements. 

(F) For information regarding legal proceedings relating to the Tamar Project ROI Date, see Note 
24A3(3) to the Financial Statements. 

(G) For further information with regard to legal proceedings in the matter of the Leviathan Partners 
winning the competitive tender conducted by the IEC, see Note 24A2(5) to the Financial 
Statements. 

(H) Legal and administrative proceedings relating to licenses in which the Partnerships had rights:  

(1) Following the decision of the Commissioner of Petroleum Affairs not to extend the Eran License, on 
October 3, 2013 the holders of rights in the Eran License (including the Partnership) filed an appeal 
against the Commission's foregoing decision with the Minister of Energy. On August 10, 2014 the 
Minister of Energy dismissed the foregoing appeal. On 17 November 2014, the rights holders in the 
Eran license, including the Partnership, appealed this decision. On June 2, 2016, the High Court of 
Justice gave the decision of the parties' consent to mediation the force of a ruling. At the consent of 
the parties, the retired President of the Supreme Court, Justice A. Grunis was appointed as 
Mediator. At the conclusion of the mediation, the parties reached agreements that were anchored 
in a mediation arrangement. On March 20, 2019, the court was petitioned to validate the mediation 
arrangement as a court judgment. Under the mediation arrangement, the parties agreed to 
mediation (with the consent of the Tamar partners) for the distribution of the Tamar SW reservoir 
between the area of the Tamar lease (78%) and the area of the Eran license (22%). In addition, it 
was agreed that the right in the area of the Eran license will be divided by 76% for the State and 
24% for the rights holders in the Eran license, prior to its expiration. On April 11, 2019, the court 
validated the mediation arranged between the parties, as aforesaid, as a court judgment. As at 
Reporting Date the parties are continuing to take steps to formulate the necessary agreements for 
implementation of the mediation arrangement, as described above. 

(I) For further information concerning the settlement agreement that was approved on December 4, 
2018, in a class action suit under which it was alleged that the Company’s executive offices 
deliberately acted to exclude the Delek Energy shares from the indices in Israel in the first half of 
2011 in order to lower the share price prior to a tender offer issued by the Company as the 
controlling shareholder in Delek Energy, see section 1.7.26(H) to the 2018 periodic report. 

(J) For further information concerning the appeal filed by Lobby 99 Ltd. (Halutz) and Hatzlacha – For 
Promotion of a Fair Society (R.A.) on September 8, 2019 with the Competition Tribunal against the 
Competition Commissioner, EMED and EMG with regard to the Commissioner’s decision to 
approve the terms and conditions of the merger between EMG and EMED, as set out in section 
1.7.30(F) above, see Note 24A2(4) to the Financial Statements. 
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1.7.32. Business strategy and goals 

The strategy of the Company and the Partnership and their goals in the energy sector in Israel are 
to utilize the economic potential of the oil assets that they hold, while exploring options for acquiring 
additional petroleum assets. The strategy is implemented mainly by advancing additional 
development phases of the Partnership's on-production oil assets, first and foremost the Leviathan 
Reservoir, and advancing the development of the Partnership’s oil assets, primarily the Aphrodite 
reservoir, to continue optimal production from the Partnership’s on-production oil assets, namely 
the Tamar and Leviathan Reservoirs, and to promote options to use, own, develop and expand the 
natural gas transmission infrastructure from the Partnership's oil assets to the domestic market and 
to export markets. 

The Partnership continues to explore and develop various options for selling off its entire interests 
in the Tamar and Dalit leases, as required under the Gas Outline Plan, as set out in section 
1.7.26(A) above, including the possibility of selling the Partnership’s holdings in the Tamar and 
Dalit leases to a third party or the possibility of splitting the Partnership’s assets, in such manner as 
to separate the assets and liabilities attributed to the Tamar and Dalit leases from the assets and 
liabilities of all of the Partnership’s assets and liabilities which are not attributed to the Tamar and 
Dalit leases. In this context, a distribution in kind of the assets and liabilities is also being explored 
by transferring them to a special purpose company, Israeli or foreign, whose shares will be 
distributed among the holders of participating units. It is hereby clarified that there is no certainty 
that the Partnership will succeed with the foregoing measures.  

1.7.33. Insurance coverage 

(A) From time to time, the Partnership purchases insurance policies as is customary in Israel in the 
energy sector for exploration, development and production of natural gas, with the changes as 
required in the law, regulation (in Israel and abroad), license terms, requirements of the financing 
entities and the scope of the Partnership's activities and exposures in Israel and abroad.  

Part of the insurance cover is made under collective policies that include a number of policyholders 
and cover the assets and liabilities in their various activities, and this only against some of the 
possible risks, as is customary for exploration, development and production of natural gas, all 
subject to the provisions in this section. The insurance cover also covers, inter alia, expenses for 
loss of control of well, property damage and certain consequential losses, contracting work risks 
during the development of the assets (including the development of the Leviathan Reservoir) and 
third party liabilities for bodily injury and property damage due to drilling, construction and 
production operations, including pollution damage caused by accident. 

It should be noted that the Partnership and Noble purchased insurance cover for physical damage 
to EMG’s property under an all risk policy as well as in a policy for insurance of war and terror risks. 
Furthermore, the Leviathan Partners have taken out insurance coverage for interruptions in the 
supply of gas caused by physical damage to the Egyptian transmission pipeline in Sinai, due to 
acts of war and/or terror 

(B) Some of the insurance policies listed above were drawn up independently and some as part of the 
Noble’s insurance policies. The insurance policies are subject to mortgage agreements and 
assignment of rights according to financing agreements that are engaged from time to time.  

(C) It is noted that from time to time, the Partnership monitors changes in the value of the 
policyholder’s property and amounts of consequential damages due to damage to the insured 
property and/or due to the property of the customer and/or supplier, to adapt the scope of 
insurance purchased to the exposure relative to the cost of the insurance and the insurance 
available internationally for the energy sector. Consequently, the Partnership can decide to reduce 
the coverage purchased and/or the amount of the insurance purchased and/or can decide not to 
purchase any insurance for one risk or another. 

(D) Furthermore, the Partnership engaged in an agreement with the Company, under which the 
Company provides performance collateral in favor of the Republic of Cyprus for the Partnerships' 
operations in Block 12, as set out in section 1.7.6(D)(11) above. As a precondition for providing the 
foregoing collateral, the Partnerships were required to purchase additional insurance to sufficiently 
satisfy the Company, over and above its customary insurance cover during the drilling stage, to 
cover higher third party liability limits and expenses pertaining to loss of control of well, including 
cover for bodily injury and property damage and cleaning costs incurred in accidental pollution 
risks.  
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For further information regarding the risks due to the absence of insurance coverage, see section 
1.7.34(K) below. 

1.7.34. Risk factors  

Other than the risk factors to which the Company is exposed as set out in section 1.24 below, the 
Company's operations in the energy sector in Israel are exposed to the following risks:  

(A) The Covid-19 coronavirus crisis 

As at the date of approval of the Report, as a result of the Covid-19 Crisis, a picture is emerging of 
a significant slowdown in global economic activity, which is expressed, inter alia, in sharp declines 
in energy prices in the international markets If the Covid-19 Crisis continues it may adversely 
affect, inter alia, the Partnership’s ability to raise capital for refinancing its loans; cause events of 
default that will establish grounds for the lenders to call for immediate repayment of the 
Partnership’s loans, impair the Partnership’s ability to repay its liabilities, and more. For further 
information, see section 1.7.2(f) above. For further information with regard to the effects of the 
Covid-19 crisis on the Company, see section 1.6.6 above and section 1.24 below. 

(B) Changes in the linkage components in the natural gas price formulas 

The natural gas in the reservoirs in which the Partnership is a partner is sold to consumers at 
prices that are fixed according to price formulas that include various linkage components, including 
linkage to the electricity generation tariff, the U.S. CPI, the Brent price per barrel and NIS/USD 
exchange rate. With regard to the electricity generation tariff, it is noted the frequent methodology 
changes made by the Electricity Authority in its calculation method makes it difficult to forecast and 
could lead to dispute between the gas suppliers and customers regarding the method for 
calculating. 

A decrease in the electricity generation price (partly due to adjustment requested by the IEC, if 
requested, of the price in accordance with the mechanism set out in the agreement it signed as set 
out in section 1.7.14(D)(1)d above) and/or the decline in the Brent price and/or the US CPI and/or 
increase in the NIS/USD exchange rate (depreciation of the NIS against the USD) may adversely 
affect the Partnership's revenues from existing and future gas sales agreements. 

(C) Changes in demand or in prices of fuels and other energy sources on international markets 

The demand for natural gas of the Partnership’s customers and its price are affected, among other 
things, also by significant changes in the prices of oil, natural gas, including LNG, and of other 
sources of energy, including coal and other substitutes to the natural gas produced from the Tamar 
and Leviathan reservoirs, both in the domestic market and international markets. Consequently, for 
example, low LNG prices in the international markets may lead to an increase in the import of LNG 
to Israel and/or to the regional markets, to a decrease in demand for natural gas in the markets 
relevant to the Partnership, and harm the Partnership’s revenues from the Tamar and Leviathan 
reservoirs. Increase in supply, decrease in demand or decline in prices of alternative energy 
sources in the international markets may lower demand and lead to a decrease in the price of the 
natural gas sold by the Partnership. In addition, the agreements for supply of gas to Dolphinus, 
which is a key customer of the Leviathan Project, as described in section 1.7.14(E)(2)b above, will 
allow the buyer, among other things, to reduce the TOP (take-or-pay) volume in a year in which the 
average daily Brent price (as defined in the agreement) falls to below USD 50 per barrel, so that it 
will amount to 50% of the annual contract volume. For further information regarding the the 
demand for natural gas, see section 1.7.3(C), 1.7.3(D) above.  

Reforms and decisions relating to the electricity sector, as described in section 1.7.29 above, and 
in the energy sector in general, including changes in environmental laws, may also reduce the 
demand for natural gas sold by the Partnership and/or affect its price. 

In addition, major events in the global economy, such as an economic slowdown, recession, 
inflation, irregular volatility in foreign exchange rates, trade wars, impairment of the efficient 
functioning of the global manufacturing and supply chains in general, and in the segments of 
engineering, manufacture and supply of components for the oil and gas industry in particular, as 
well as weather conditions, including global warming, the outbreak of epidemics such as the Covid-
19 coronavirus and natural disasters, may also reduce the demand for the natural gas sold by the 
Partnership and/or affect its price and/or adversely affect the Partnership’s revenues from existing 
and future gas sale agreements, as well as decisions concerning investment in new natural gas 
projects and/or expansion of existing projects. For further information regarding the effect of the 
Covid-19 coronavirus crisis on energy prices and demand, see section 1.7.2(f) above. 
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(D) Global macroeconomic factors  

The Partnership's ability to sell the natural gas it produces, as well as signing of new long-term 
agreements for the sale of natural gas, and to make investment decisions with respect to new 
natural gas production projects and/or expansion of existing projects, is dependent, among other 
things, on various global macroeconomic factors or major events in the large economies, such as 
the U.S., China and the EU. Among such macroeconomic factors that may have a significant 
impact on the Partnership's business are, among others, changes in growth rate or a global 
economic slowdown, global recession, global inflation, irregular volatility in foreign exchange rates, 
global trade situation, a rise in interest margins, efficient functioning of the global manufacturing 
and supply chains in general, and in the engineering, manufacture and supply segments of 
components for the oil and gas industry in particular, in climate and weather changes, including 
global warming, which contributes to the creation of warmer-than-expected weather conditions, as 
well as trade wars, such as the US-China trade war, which has led to a slowdown in economic 
activity; natural disasters, the outbreak of epidemics such as the Covid-19 coronavirus, and global 
political and social processes that could destabilize regimes. Global macroeconomic factors of this 
type, which in most cases are unforeseeable, may cause significant harm to the global economy, 
increase uncertainty in the markets, unravel the confidence of investors, the business community 
and consumers, and result in a decline in global consumption of energy products, including oil and 
natural gas, and make it difficult to refinance. Naturally, the Partnership is unable to influence 
factors with global impact of this type, and it is difficult to assess and estimate how such factors will 
evolve and affect the Partnership's business. 

(E) Geopolitics  

The security and economic situation in Israel and the political situation in the Middle East could 
affect the willingness of the countries and foreign entities, including in the Middle East, to engage in 
business relationships with Israeli organizations, including the Partnerships together with their 
partners in the various projects. Consequently, deterioration in the geopolitical situation in the 
Middle East and/or deterioration in the relationships between Israel and its neighbors in the 
relevant target markets, for security and/or political and/or economic reasons, may harm the 
Partnership's ability to promote its business with these countries and entities, and to export gas to 
neighboring countries. 

(F) Difficulties in obtaining financing  

In order to make progress in additional development stages in the development of the Leviathan 
reservoir and/or the expansion of the Tamar Project and/or the development of additional 
reservoirs in the future, such as the Aphrodite reservoir, if it is decided to implement them, the 
Partnership will require additional significant financial resources, including through future raising of 
bank debt or raising of private or public bonds. In addition, as described in section 1.7.23(c) above, 
the Partnership intends to act to refinance two loans amounting to a total of USD 2.1 billion, whose 
original maturity date, according to the loan terms and conditions, is in December 2020 and 
February 2021. 

Efforts to refinance the loans and raise additional financing may encounter difficulties, especially in 
the event of an economic crisis, reflected in a decrease in available sources of credit and in the 
tightening of the requirements of the financing entities for providing such financing. As at date of 
approval of the Report, against the backdrop of the Covid-19 crisis, a grave global economic crisis 
is liable to develop that will adversely affect the Partnership’s ability to raise capital. Furthermore, if 
there will be no significant improvement in the current market conditions in 2020, the Partnership 
estimates that the terms and conditions of the Partnership’s capital raising may be adversely 
affected, including the applicable interest rates and the financial covenants that may be required, 
and also make it difficult for the Partnership to complete such measures by the dates set out in its 
financing agreements. In addition, the possibility of raising additional debt is subject to other 
undertakings and covenants set for its debentures and existing loans, as set out in section 1.7.23 
above.  

(G) Competition for gas supply  

In recent years, several significant gas reservoirs have been discovered in Israel, which are far 
greater than the Ministry of Energy's estimates for demand for gas in the domestic market. 
Moreover, other discoveries may be made in the future, in Israel as well as in other countries in the 
Eastern Mediterranean Basin, which if developed could lead to additional competitors entering the 
market for natural gas supply to the domestic market. For further information regarding competition 
in the exploration of natural gas and oil in the Israeli economic waters, see section 1.7.17(a) above.  
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In addition, according to the Gas Outline Plan, the Partnership is required to sell its entire holdings 
in the Tamar and Dalit reservoirs to unrelated third parties (as set out in section 1.7.26(A)(3)b 
above). Once such sale is completed, the Tamar reservoir will become a competitor of the 
Partnership’s remaining oil assets. For further information regarding the dispute between the 
Partnership and Noble and the Other Tamar Partners with respect to the terms and conditions of 
another possible amendment to the agreement between the IEC and the Tamar Partners, see 
sections 1.7.14(D)(1)d.20 to 1.7.14(D)(1)d.22 above. 

In addition to the on-production Tamar and Leviathan reservoirs, there are currently two additional 
reservoirs in Israel that are in development phases, the Karish and Tanin reservoirs, which are 
expected to become additional significant suppliers of natural gas to the domestic market. 

In view of the scope of demand for natural gas in the local market, the entry of other competitors to 
the domestic gas market and the restrictions on the quantity of gas that can be exported, the 
Partnership may encounter significant competition in selling the gas reserves it discovered or that it 
may discover in the future. Furthermore, the Partnership may be required to compete with 
alternative energy sources such as coal, liquid fuels (such as diesel fuel and fuel oil) and 
renewable energy sources. Competition for supplying natural gas could adversely affect the 
Partnership’s ability to market all the gas reserves it discovered or will discover in the future or to 
lower the price at which the Partnership sells the natural gas, thereby adversely affecting its 
revenues. For further information about the competition in the natural gas market in Israel and 
Cyprus, see section 1.7.17 above. For further information concerning the option granted to buyers 
of natural gas to reduce the volumes under the agreements signed with them, see sections 
1.7.14(D)(1)c and 1.7.14(D)(2)b.2, above. For further information concerning the Electricity 
Authority decision regarding incentives for independent power producers to engage in the sale and 
purchase of natural gas at a price lower than the maximum price fixed in the Gas Outline Plan, and 
in addition to the incentives for independent power producers to engage in agreements for the 
purchase of natural gas with the new gas suppliers who are not Tamar partners, see section 
7.1.29(L) above. 

(H) Export restrictions  

The results of the Partnership’s operations are dependent, to a great extent, on the possibility of 
exporting gas from the natural gas reservoirs in which the Partnership is a partner, and selling it in 
regional and international markets. The Government Decision concerning export, as set out in 
section 1.7.29(A) above, restricts the volume of gas that may be exported. Future reduction of the 
permitted exportable volume of natural gas could cause significant harm to the Partnership's 
business. Furthermore, the possibility of gas export and sales depend on several factors with high 
uncertainty, such as the foreign relations of the State of Israel and the Republic of Cyprus with 
countries that are potential target markets for exporting of gas, the establishment of an export and 
transportation system and receipt of relevant regulatory approvals, and the proper functioning and 
economic viability of establishing this system, identification of potential customers in the 
international market, and financing investments in development and establishment of the export 
system, and competition with local and international suppliers in the relevant target markets. 

(I) Dependence on the development and proper function of the National Pipeline system  

The Partnership’s ability to supply the gas it has discovered to existing customers and other 
potential customers in Israel and for export, is dependent, among other things, on the development 
and integrity of the National Gas Transmission pipeline, the regional distribution networks and 
pipelines connecting consumers in neighboring countries (jointly in this section: the “Pipelines”). 
Any significant malfunction or disruption in the Pipelines that it uses and/or that it will use in the 
future, may limit the Partnership's ability to supply gas to its customers, while exposing it to loss of 
revenues and potential legal proceedings that may have an adverse effect on the Partnership's 
business and the results of its operations. Furthermore, any delay in executing the development 
and expansion plan for the gas Pipelines system may impair the Partnership’s ability to meet its 
forecasts relating to its natural gas sales. 

(J) Operating risks  

Oil and natural gas exploration, development and production operations in deep water entail 
considerable operating risks. Drilling in deep water requires the use of advanced drilling 
technologies, and generally takes longer and its costs are higher than its onshore equivalent, due 
to the considerable complexity of such operations and the need to hold and maintain long 
extensive supply systems. The development and production of natural gas from deep water 
reservoirs involves diverse risks, including, among others, uncontrolled gushing from the well, 
explosion, collapse and conflagration of the well, malfunctions, accidents and other events that 
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could impair the performance of the production and delivery system, lower than expected 
performance or efficiency, contractor or operator mistakes, work disputes or slowdowns, injuries, 
harm to health or fatalities, delay or failure in obtaining permits, failure to obtain approvals or 
permits, violation of requirements for permits or licenses, lack of workforce, equipment or spare 
parts, delays in transporting equipment or spare parts, pollution and other environmental risks, 
security breaches, and cyber attacks or acts of terror, as well as natural disasters. 

The occurrence of any such events, including the Covid-10 crisis, may substantially reduce or halt 
the production or supply of natural gas, adversely affect the reservoir development timetables and 
budgets, impair the quality of the gas produced from the reservoirs, and as a result lead to the 
imposition of penalties due to non-supply and even the termination of the Partnership's existing gas 
sales agreements. 

(K) Inadequate insurance coverage:  

Although the Partnerships have insurance policies to cover possible damages with regard to their 
operations, these policies do not cover all potential risks and therefore the insurance payout may 
not cover the full scope of damages and/or all potential losses (for third-party damages (including 
while crossing over infrastructures) and for potential loss of income, as well as costs for the 
establishment and rehabilitation of the production system in the case of an event that causes 
damage to the production system, including loss of well control and damage to any property in the 
well). Furthermore, there is no certainty that appropriate policies may be purchased in the future 
under reasonable commercial terms, if at all. In addition, there are certain insurance policies which 
the Partnership may decide not to take out at all for various reasons, such as lack of economic 
merit. 

The Partnership’s activities in Jordan (as set out in sections 1.7.14(E)(1)a and 1.7.14(E)(2)a above) 
and in Egypt (as set out in sections 1.7.14(E)(1)b and 1.7.14(E)(2)b above) raise risks that can not 
be insured at all or fully, including damage to property of a supplier and/or customer and/or breach 
of agreements and cancellation of agreements for grounds forbidden under the agreement and/or a 
change in legislation and/or guidelines of competent authorities in Jordan and Egypt, which may 
harm the Partnership's businesses and property. Accordingly, in the event of a large-scale loss or 
damage, the insurance amounts may not cover the full amount of the damages incurred by the 
Partnerships and/or to third parties, including with respect to pollution damage. These risks, if 
realized, may cause delays and setbacks in the Partnership's exploration, development and 
production operations, damage to the Partnership's business or have a material adverse effect on 
the Partnership's business, financial position, results of operations or forecasts, and in extreme 
cases may even cause the Partnership to default payment. It is noted that the decision regarding 
the type and scope of insurance policy is usually made separately for each operation, taking into 
account, inter alia, the cost of insurance, nature and scope of the proposed coverage, regulatory 
requirements, ability to obtain appropriate cover on the insurance market, available capacity for the 
Partnership in the insurance market, and the anticipated risks.  

(L) Establishment risks, dependence on contractors, and providers of equipment and professional 
services 

To date there are no suitable contractors in Israel involved in most of the operations conducted by 
the Partnership. Therefore, the Partnership, through the Operator, is required to contract with 
foreign contractors for the necessary services. Furthermore, there are relatively few drilling rigs that 
are capable of drilling and carrying out development operations at sea in general, and in deep 
water in particular, and there is no certainty that an appropriate vessel will be available for carrying 
out the foregoing operations on the dates set for them. Therefore these operations could involve 
high costs and/or significant delays in schedules set in the work plans. Furthermore, most of the 
suitable equipment and human resources for these operations cannot be ordered for short periods, 
therefore it is often necessary to order equipment and professional human resource services from 
abroad, long in advance, which is expensive and causes significant delay in operations. 
Contracting with foreign contractors for offshore oil and/or natural gas exploration, development 
and production operations (including maintenance and repairs contractors) could sometimes be 
difficult, also due to the security and political situation in the State of Israel. The price of services 
and costs of exploration, development and production operations are determined by market supply 
and demand, which are affected inter alia by commodity prices, regulatory changes, the supply of 
alternative products and the level of activity in the industry. 

In addition, the Covid-19 coronavirus, which began to spread in China and around the world during 
the first quarter of 2020, may also cause significant delays in the timetable for the continued 
implementation and construction of projects, and may impair the daily operation because part of 



  

A - 234 

the qualified workforce suitable for continuing the construction, implementation and operation is 
based on foreign experts 

(M) Exploration risks and dependence on partial and estimated assumptions, assessments, and data 

Oil and gas exploration involves high risk, among others, that failed exploration and appraisal 
drillings could result in the loss of the entire investment. The geological and geophysical means 
and techniques do not provide an accurate forecast as to the location, shape, features or size of oil 
or gas reservoirs. Therefore, determining exploration prospects and estimating the size of existing 
reservoirs and proven gas reserves are based, to a large extent, on partial or approximate data and 
on assumptions. It is obviously impossible to ensure that oil or gas will be found at all as a result of 
exploration operations, or that it will be commercially viable for production and exploitation. 
Furthermore, there is insufficient direct geological and geophysical information for some of the 
offshore areas of the Partnership's oil assets. This is due, inter alia, to the limited number of 
drillings conducted in these areas and/or at these depths and the sparse information that could be 
derived from them.  

In addition, based on the foregoing, estimates of proven oil and natural gas reserves and resources 
in the reservoir could also change from time to time. The estimated volumes oil and gas in 
producing oil and gas fields in the reporting period are consistently monitored and are updated, 
based on the opinion of independent external resources valuators. The assessment of the volumes 
of the resources in the Partnership’s oil assets is subjective and is based on various estimates and 
assumptions and on incomplete information, and therefore the estimated reserves with respect to 
the same reservoirs by various experts could be significantly different. In view of the aforesaid, it is 
noted that the information appearing in the Report with regard to the volumes of resources 
attributed to the Partnership’s oil assets is an estimate only, and should not be considered as 
information on exact volumes of recoverable natural gas and petroleum liquids from the various 
reservoirs. It is further noted that, the estimate of natural gas reserves is used for setting the 
amortization rate of the producing assets in the Partnership’s financial statements, and in view of 
the significance of the depreciation of assets, the foregoing changes may have a material effect on 
the results of the operations and financial position of the Partnership.  

In addition, the discounted cash flow figures that are attributed to the Tamar and Leviathan Projects 
and are included in this report are based on various assumptions, among others, with regard to the 
volumes of gas and condensate that will be produced, and the production rate, and sales and sale 
prices, regarding which there is no certainty that they will materialize. Thus, for example, during the 
fourth quarter of 2019 and the first quarter of 2020, dramatic volatility and very sharp declines were 
recorded in the demand for and prices of oil and natural gas in international markets, which are 
attributed, among other things, to the outbreak of the Covid-19 coronavirus, which was impossible 
to foresee, and it is impossible to estimate their long-term effect on the global economy in general 
and on the Partnership’s operations in particular. For further information on this matter, see section 
1.7.3(D) above. For information concerning the key assumptions underlying the cash flows 
included in this Report, see sections 1.7.5(K)(1)b and 1.7.4(J)(11)b above. 

(N) Estimated costs and schedules and potential shortage of means  

Estimated costs and schedules for exploration, development, operations and maintenance, and 
estimated schedules for their execution, are based on general forecasts only and there could be 
significant variances, including due to events not in the Partnership’s control. Exploration, 
development and operating plans could change significantly due to the discoveries maiden such 
explorations, causing significant deviations in schedules and estimated costs of these operations. 
Malfunctions during exploration, development, production or maintenance, and other factors, could 
extend the operations far beyond schedule and expenses for completing such operations could be 
significantly higher than forecast.  

(O) Forfeiture of the Partnership’s rights in its oil assets and the financial robustness of the partners in 
the oil assets 

Exploration, development, expansion and maintenance of the supply capacity in the Partnership's 
oil assets involve substantial financial costs that the Partnership may not have the means to cover. 
According to joint operating agreements, failure to pay the Partnership's share in the approved 
budget for executing the approved work plan on time constitutes a breach which could lead to 
forfeiture of the Partnership’s rights in the oil asset for which the operating agreement and/or 
agreements that applies and/or apply.  

In addition, in a situation where other parties to the JOAs fail to pay the amounts that they were 
required to pay, the Partnership may be required to lay out amounts that considerably exceed its 
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pro rata share in such oil assets. Due to the particularly high costs of offshore drilling and 
development, such additional costs could prevent the Partnership from meeting its financial 
liabilities, resulting in forfeiture of its rights in the oil assets. 

Furthermore, in view of the forgoing, the financial robustness of the partners in the Partnership’s oil 
assets may have repercussions on its cash flows. In this context, it is noted that the sharp declines 
in energy prices in the first quarter of 2020 and the impact of the Covid-19 coronavirus crisis on the 
global economy may adversely and materially affect the financial position of all of the partners in 
the Partnership’s oil assets. 

(P) Dependence on permits from external entities:  

Operations in the Partnership’s oil assets require various permits, including permits under the 
Petroleum Law and Natural Gas Sector Law, permits from the security forces, Nature and National 
Parks Protection Authority, environmental quality authorities, Civil Aviation Authority, local 
authorities and/or planning and construction committees, the Ministry of Agriculture and Rural 
Development – Aquaculture Department, Ports Authority and shipping department in the Ministry of 
Transportation. Attaining these permits could entail additional expenses beyond the budgets 
allocated for such operations, or cause delays to schedule of planned operations. 

(Q) Regulatory changes:  

The operations of the Partnership in Israel require numerous regulatory permits, primarily from the 
competent authorities pursuant to the Oil Law and Natural Gas Sector Law, as well as permits from 
state institutions (including the Ministry of Defense, Ministry of the Environment, Tax Authority and 
planning authorities). In recent years there has been an increase in the scope of regulation in the 
energy sector in Israel. For further information regarding regulation applicable for the Partnerships' 
operations, see section 1.7.28 above. Stricter regulation regarding, among others, oil and gas 
exploration and production, terms for supply of natural gas, natural gas exports, taxes on oil and 
gas profits, regulations for allotting new petroleum rights, transferring and pledging petroleum 
rights, insurances and guarantees, restrictive trade practices, control of gas prices, and more, may 
adversely affect the Partnership’s business. Furthermore, if additional changes are made in any 
applicable law, regulation under the Gas Outline Plan or any relevant regulation or policy, or if there 
is any delay in obtaining any regulatory approval, or if the Partnership or its customers do not 
receive the required regulatory approvals or fail to comply with their conditions, the Partnership or 
its customers may not be able to meet their obligations under the existing natural gas sales 
agreements. 

(R) Possibility of price controls on natural gas 

As set out in section 1.7.29(B), on April 22, 2013, the Commodity and Service Price Control Order 
(Application of the Law on Natural Gas and Level of Control) 2013, was published, applying control 
on the gas sector with regard to reporting profit margins and prices. Such duty of reporting applies 
separately to each project, and the price and profit margins of the natural gas sold must be 
reported semi-annually. Pursuant to the information that will be received, the need will be examined 
for price regulation for natural gas in Israel, requiring fixed maximum prices for the sale of natural 
gas. If such price controls are introduced and a maximum price is fixed that is lower than the prices 
set in the natural gas sales agreements of the Partnership, if such fixed price will be legally upheld, 
this could have an adverse effect on the businesses of Partnership, the volume of which derives 
from the maximum price that is set. In accordance with the Gas Outline Plan, application was made 
to the Price Control Committee, which decided that so long as the Partnerships and Noble comply 
with all the terms of the Outline Plan, supervision of reporting margins and prices must remain in 
place, as set out for the transition period as defined in section 1.7.26(A)(4) above. 

(S) The motion for certification of a class action with regard to the price fixed in the IEC agreement: 

On June 18, 2014 a claim and a motion for certification as a class action were filed at the Tel Aviv 
District Court, by an IEC consumer, against the Tamar partners, as set out in Note 24A2(2) to the 
Consolidated Financial Statements (below in this section: the “Motion for Certification"). In the 
opinion of the legal counsel of the Partnership, it is more likely than not that the motion for 
certification will be dismissed. If the Motion for Certification is granted, and thereafter a final and 
non-appealable judgment is handed against the Tamar Partners, this may have a material adverse 
effect on the Partnership’s business, including on the discounted cash flow figures that appear in 
sections 1.7.4(J)(3)c and 1.7.5(K)(1)c above, as well as on the prices at which the Partnership will 
sell natural gas to its customers, the scope of which will be derived from the outcome of the action. 
The Partnership’s estimates that such a decision may have am adverse effect on all oil and gas 
operations in Israel. 
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(T) Environmental regulation  

In their operations, the Partnerships are subject to various laws, regulations and guidelines relating 
to environmental protection, which refer to diverse issues such as: Oil or natural gas leaking into 
the marine environment, release of pollutants and various of types wastes (sewage, residue from 
drilling equipment, sludge, cement, etc.) and chemicals used in the various stages of the work into 
the sea, emission of pollutants into the air, light of noise nuisances, establishing pipeline 
infrastructure and related facilities on the seabed. Furthermore, the Partnership is required, through 
the Project Operator, to obtain approvals from agencies authorized under the Petroleum Law, the 
Natural Gas Industry Law and other laws (such as environmental protection laws) for its operations.  

Failure to comply with the foregoing environmental regulatory provisions could expose the 
Partnership and its partners in the various oil assets to diverse enforcement measures, including 
lawsuits, fines and various sanctions, including criminal, and also to delay and even shut down the 
Partnerships operations. In addition, the Partnership may be held accountable for the actions of 
others, such as the Operator or third party contractors affiliated to the Operator, and pollution 
relating to the Partnership’s facilities or emanating from its operations. 

Oil and natural gas exploration and production in deep water involve various risks, including the 
emission of environmentally hazardous materials and waste, as well as the exposure of people to 
these hazardous materials and waste. As a result, the Partnership may be held liable for any or all 
of the consequences arising from the risk of emission of or exposure to such hazardous materials 
and wastes.  

As noted in section 1.7.29(J) above, in September 2016, the Ministry of Energy,jointly with the 
Ministry of Environmental Protection and other government ministries, published directives for 
regulating the environmental aspects involved in offshore oil and natural gas exploration, 
development and production. The foregoing directives could have an effect on the costs and the 
way the Partnerships operate, the scope of which as of date of approval of the Report cannot be 
estimated.   

Furthermore, as set out in section 1.7.34(E) above, on November 13, 2017, the Knesset approved 
in first reading the Maritime Zones Bill, and since then a number of discussions have been held by 
the Economics Committee prior to preparation of the bill for second and third readings. The 
proposed bill, if the next Knesset decides to apply continuity and it is approved in the second and 
third readings, may have an adverse effect on the Partnership's activities and its costs. 

It is not at all certain whether the costs required of the Partnership with regard to the existing and 
expected legislation, regulation and directives relating to environmental protection and with respect 
to the consequences arising from emissions of substances into the environment, will exceed the 
amounts earmarked by the Partnership for these purposes, or that these costs will not have a 
material adverse effect on the financial position of the Partnership and the results of its operations. 
It should also be noted that the interpretation and enforcement of environmental laws and 
regulations vary from time to time, and may become more stringent in the future. 

(U) Dependence on weather and sea conditions:  

Offshore operations are subject to a variety of operational risks that are unique to the marine 
environment, such as capsizing, collisions and damage or loss caused by adverse weather 
conditions and sea conditions. These conditions can cause significant damage to the facilities and 
disrupt the operations. Rough seas and stormy weather could cause damage to the production and 
transmission systems and to the exploration equipment, and delay schedules of offshore work 
plans and extend the time frame for their completion. Such delays could increase expected costs 
and could also cause non-compliance with mandatory schedules to which the Partnership is 
committed. For information concerning the impact of climatic conditions on demand, see section 
1.7.(C), 1.7.3(D) above. 

(V) Information security and cyber risks 

The partners in the oil assets of the Partnerships, including the Partnerships and the Operator 
(directly or through sub-contractors) (in this section: ("the Companies"), are dependent on their 
information systems for their operations. Therefore, for example, production operations from the 
Tamar and Leviathan reservoirs involve the use of industrial control systems for supervision, 
control and data collection in industry (“ICS”), which monitor and control their large-scale processes 
including, inter alia, monitoring of the natural gas and condensate transmission pipeline. ICS based 
systems are exposed to a risk of cyberattacks. Furthermore, the Partnership and the Operator 
depend on computer systems, including IT and infrastructure systems, for processing and 
documenting financial and operating data, communicating with workers, advisors and business 
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partners, analysis of seismic, geological and engineering data, estimating oil and gas reserves and 
other activities related to the Partnership business. The Partnership’s business partners, including 
suppliers, customers and financial institutions, are also dependent on computer systems, including 
IT and infrastructure systems. As such dependency increases, the potential exposure to cyber 
threats, both intentional and unintentional, also increases. In addition, there has been an increase 
in the severity of cyber threats worldwide in terms of their sophistication and complexity, particularly 
at this time when, against the backdrop of the Covid-19 coronavirus crisis, many organizations 
have transitioned to operating primarily via remote connection to organizational networks, which 
create exposure to unauthorized access.  

Malfunction and/or failures in IT systems, including in infrastructure systems and information 
security, hacking into the IT systems of corporations or of outside entities or internal entities that 
have, among other things, remote access to systems, infrastructures and information, may enable 
unauthorized access for the purpose of misusing the Partnership’s assets, and causing deliberate 
harm to IT systems, and the infrastructure and information systems of the corporations, which may 
cause damage to the administration networks of the Partnership and the Operator, leaking of 
information to unauthorized entities, disruption of the information in the systems and damage to the 
integrity of the information. Damage to the ongoing operation of the systems that support business 
activities, in extreme cases, may even cause disruption or discontinuation of the supply of natural 
gas, loss of information, and incur material costs for restoration of the IT systems, thereby having a 
material adverse effect on the Partnership’s business, financial position, operating results or 
capabilities.  

In general, employees of the General Partner and the Partnership have the possibility of remote 
access to the organizational network for the purpose of enabling work also outside of the 
Partnership’s offices. However, as at Reporting Date, the majority of the employees are working 
from home, having received clear instructions.  

Against the backdrop of the Covid-19 coronavirus crisis, the Partnership is taking measures to 
prevent failures and improve information security in its IT and infrastructure systems, with the 
assistance of expert consultants and, among others, by purchasing backup and security 
mechanisms, and mechanisms for preventing IT system failures, mechanisms for remote access 
protection and various other measures. In this context, the Partnership is acting to implement the 
directives of the Privacy Protection Authority, and the recommendations of the National Cyber 
Directorate (the “Corporate Defense Methodology” and ongoing recommendations), for effective 
management of information security and cyber protection. The Partnership has established an 
information security and cyber protection policy which defines the Partnership’s outlook regarding 
its cyber and information security defense system, and is taking measures for implementing this 
outlook in organizational procedures and procurement of systems, infrastructures and services.  

The Partnership acts, in normal times, to increase the level of the employees’ awareness of 
aspects of cyber and information security, including phishing attacks and remote working rules. In 
view of the Covid-19 coronavirus crisis, the Partnership’s employees have been given specific 
instructions on how to identify phishing attempts and conduct while working remotely, including the 
directives of the Privacy Protection Authority which were published at the end of March 2020. In 
addition, the Partnership uses 24/7 monitoring and control services, 365 days a year, which are 
intended to flag irregular activity. 

It is noted that the Partnership does not have access to the IT systems of the Operator and of its 
other partners in the oil assets, and in this regard it does not have control over the central ICS 
systems which monitor and control the production operations that are under the Operator’s 
responsibility and control. To the best of the Partnership’s knowledge, the Operator is closely 
monitored by the National Cyber Directorate and implements adequate procedures and measures 
for effective management of information security and cyber protection with regard to these 
systems.  

(W) Tax risks  

The tax issues, including taxes under the Petroleum Profits Tax Law, related to the Partnerships' 
operations, have yet to be litigated in Israeli courts and it is impossible to determine or to anticipate 
how the courts will rule on such issues, if and when they are brought before them. Furthermore, for 
some of the legal issues there is no way to anticipate the position of the tax authorities. Since the 
Partnership's operations are subject to special taxes, any changes arising from changes in 
legislation, regulations or a change in the position of the Tax Authority, as set out above, could 
have material implications on the tax applicable to the Partnership and holders of partnership units.  
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For information concerning the uncertainty with regard to the appropriate balancing arrangement 
that the Partnership must implement, regarding the tax payments under section 19 of the Natural 
Resources Taxation Law(for fiscal years 2015-2016 and assessment differentials that may come to 
light in the future), see section 1.7.24 above. 

(X) Financing liabilities  

As set out in section 1.7.23 above, the financing agreements in which the Partnership has engaged 
define events of default and financial covenants which include, among others, cross-default of 
another financial liability; events that have a material adverse effect on the Partnership’s ability to 
meet its material undertakings with respect to the financing agreements; termination of agreements 
for the supply of gas; decrease in holdings, transfer of or change in control of the General Partner 
or the Partnership, as defined in the financing agreements, all in accordance with the conditions 
and reservations set out in the these agreements. Failure to comply with the undertakings that the 
Partnership assumed regarding the financing agreements in which it has engaged, or the existence 
of conditions, some of which are beyond the Partnership’s control, which give lenders grounds for 
calling for immediate repayment of the debt, may lead to acceleration of the amounts due under 
such financing agreements, to increasing of the interest rates applicable  to the Partnership’s 
liabilities and/or to foreclosure of the collateral provided by the Partnership. 

Further to the foregoing, Delek Energy and the Partnership are also exposed to changes in the 
LIBOR interest rate, mainly in the Leviathan financing agreement, as described in section 0 above, 
which may affect their cash flows in the coming years. For further information regarding the 
financial covenants that Partnership is required to comply with, see section 1.7.23(I) above.  

(Y) Dependence on key customers  

The IEC, NEPCO and Dolphinus are currently the Partnership’s key customers. For further 
information concerning the Partnership's revenues from these customers, see section 1.7.14(C) 
above. The Partnership is unable to anticipate the changes (if any) that these customers will 
experience, and how such changes will affect their economic, financial and regulatory status. It 
should be noted that significant fluctuations in the prices of alternative sources of energy to natural 
gas (including coal and other gas substitutes), relative to the price of natural gas, and a decline in 
the prices of LNG could lead to these customers purchasing  natural gas substitutes, including 
LNG, for generating power, and subject to their TOP commitments to purchase minimum annual 
volumes as set in their agreements, which may adversely affect the Partnership, its financial 
position and the results of its operations.  

The natural gas purchase agreements with these customers contain several provisions relating to 
force majeure events, which, should they occur, would release these customers from their 
commitments to continue making payments under the agreement. In addition, the IEC and 
Dolphinus agreements set dates at which each party to an agreement is entitled to request a price 
adjustment. If the IEC and/or Dolphinus requests adjustment of the price of the gas they purchase 
in accordance with the mechanism set out in their agreements, this may have an adverse effect on 
the Partnership's business and its operating results (for further information see sections 
1.7.14(D)(1)d, 1.7.14(D)(2)c, 1.7.14(E)(1)b and 1.7.14(E)(2)b above). 

(Z) Financial robustness of the Partnership’s customers 

If the Partnership’s customers in the Leviathan and Tamar Projects fail to meet their commitments 
and in particular its key customers, and if the Partnership fails to sell the contracted volume as set 
out in these agreements to other customers, this will have an adverse effect on the revenues of the 
Partnership.  

(AA) Dependency on the Operator  

The Partnership depends to a large extent on Noble, in the oil leases in which it serves as the 
Operator, including in the Tamar, Leviathan and Block 12 in Cyprus projects, due to the provisions 
in the JOAs as well as because of the Noble’s vast experience in executing projects of this scope in 
other countries worldwide. If the Operator withdraws from the Tamar and/or Leviathan projects 
and/or the project in Cyprus and/or other oil assets held by the Partnerships, or changes its status 
and/or interests in a way that it will no longer be the operator for the various projects, this could 
have an adverse effect on the ability of the Partnership to meet its commitments under he work 
plan for the oil assets and/or under the agreements for the sale of gas. In such a case, the 
Partnership is not able to guarantee that a substitute operator will be found or a substitute operator 
will be found under the current conditions. The inability of the Partnership to find a substitute 
operator may adversely affect the operations of the various projects as aforesaid, and its 
commitments to supply gas under the existing gas sales agreements, and as a result may lead to a 



  

A - 239 

decrease in the Partnership's revenues. The sharp drops in energy prices the first quarter of 2020 
are having a considerable adverse effect, among others, on international energy companies and 
their financial position, including Noble. 

(BB) Risk in development and production in the event of a discovery 

The decision-making process for investing in the development of a field for its commercial 
production, intermediate operations prior to commercial production, and th execution of such 
development and commercial production (if it is decided that they are feasible) could be prolonged 
and involve the Partnership in substantial investments. It should be noted that there is no certainty 
that in every discovery defined as a commercial discovery the of the oil or gas field will be 
development, will be economically feasible for the Partnership and financeable, inter alia, due to 
the duty to pay royalties to third parties. It should further be noted that deep water development 
and production (such as at the depths of the Tamar, Leviathan and Aphrodite natural gas 
discoveries) are complex and high-risk operations that require the establishment of special 
production facilities at significant costs. 

(CC) Sale of rights in oil assets without receiving full consideration for them 

Exploration, development and production operations require the investment of substantial capital 
which in many cases cannot be raised within the frame of loans or debt, therefore in certain cases 
it may be required to include additional partners in various oil assets of the Partnership, while 
selling part of its rights in the oil assets at a price that is lower than the market value of these rights.  

As specified in section 1.7.26(A) above, in accordance with the Gas Outline Plan, the Partnership 
is obligated to sell off its entire holdings in the Tamar and Dalit leases by December 2021. As at 
Reporting Date, the Partnership is continuing to explore several options for implementing the 
provisions of the Gas Outline Plan, but it is not certain that the Partnership will be able to sell its 
holdings in the Tamar and Dalit holdings, as aforesaid, and receive their full value in consideration. 

(DD) Cancellation or expiry of oil rights and assets  

Oil rights are granted according to the Petroleum Law for a limited term, and are contingent on 
fulfilling commitments on dates specified in terms of the oil assets Failure to comply with the 
conditions could lead to revocation of the oil rights, subject to the Petroleum Law. Furthermore, the 
Block 12 license was also granted for a fixed term and its validity and extension are subject to the 
terms and conditions of the concession agreement. Failure to comply with the terms and conditions 
set out in the petroleum rights could lead to forfeiture of the rights and loss of the funds invested in 
these rights. 

(EE) Spillover of reservoirs 

It is possible that oil or natural gas reservoirs that are discovered or will be discovered in the areas 
in which the Partnerships have rights may “spillover” (in terms of the spread of the geological 
formation and size of the reservoir) into other areas where Company or the Partnerships have no 
rights, and vice versa. If gas migrates to areas in which other parties have rights, negotiations may 
be required to reach agreement for joint exploitation and production from the reservoir or an 
alternative indemnification arrangement, to achieve effective utilization of the oil or natural gas 
resources, which could cause delays in the various operations that the Partnership will have to 
execute185. 

(FF) Security risk 

The production facilities of the Yam Tethys project and Tamar project are located relatively close to 
the maritime and land borders between Israel and Gaza, therefore they are exposed to security 
risks, including acts of terror and sabotage. In addition, the Leviathan Project installations and the 
receiving terminal are exposed to security risks including acts of terror. Materialization of the 
foregoing security risks could, inter alia, adversely affect the Partnerships' ability to find appropriate 
human capital, cause damage and/or harm to these facilities and other equipment, which could 
disrupt the gas supply and even lead to cancellation of agreements for the sale of gas or to 
reduction of the amounts that the customers are required to pay due to a force majeure claim, and 
therefore could limit the ability of service and equipment providers to provide their services or the 

 

185 In this regard, see section 1.7.31(G)(1) above and Note 12C2 to the Consolidated Financial Statements regarding 
the spillover of a small part of the Tamar SW reservoir into the Eran license. 
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items required for operating the Tamar  and Leviathan Projects 186 . Furthermore, the pipeline 
infrastructure to Jordan and Egypt (including EMG 's gas pipeline), the reception facility and 
accompanying infrastructure in Egypt are also exposed to security risks, including terror acts and 
sabotage, which may harm the Partnership's ability to export gas, and may disrupt gas supply 
under export agreements with Egypt and Jordan.  

(GG) Fluctuations in the USD exchange rate  

Changes in the NIS-USD exchange rate may impact the results of the Partnership in several ways, 
as follows: (a) The Partnership's operating currency is the US dollar. As some of the Partnership's 
expenses are in NIS or are affected by the NIS-USD exchange rate, a decrease in the NIS-USD 
exchange rate (appreciation of the NIS against the USD) increases such expenses in USD terms; 
(b) as the gas prices in the agreements for the sale of gas from the reservoirs in which the 
Partnership is a partner, are set by price formulas that include various linkage components, among 
others, linkage to the NIS-USD exchange rate and to the PUA’s tariff, which is partly affected by 
the NIS-USD exchange rate. Depreciation of the NIS against the USD may have an immaterial 
negative effect on the Partnership’s revenues; (c) as the Partnership reports its taxable income in 
NIS and pays tax advances for the holders of the Partnership’s participation units in NIS, changes 
in the NIS-USD exchange rate affect the amount of the Partnership’s taxable income and the scope 
of the cash flows used for payment of such tax advances. 

(HH) The Partnerships' status as a monopoly in the supply of natural gas in Israel 

The Partnerships, together with their partners in the Tamar Project, were declared a monopoly in 
the supply of natural gas to Israel. As a result of the foregoing declaration, limitations may be 
imposed on the Partnership's operations, including prohibition to refuse, for unreasonable reasons, 
to supply natural gas, and prohibition on the exploitation of its market position in a manner that may 
reduce competition in the sector or case public harm (for example, by setting unfair price or by 
different terms of engagement for similar transactions, giving certain customers an unfair 
advantage over their competitors). The restrictions on the Partnerships due to their status as a 
monopoly in the supply of natural gas in Israel could have adverse effect on their ability to expand 
their operations in Israel. For further information concerning the restrictive trade practices and 
economic competition law, see section 1.7.27 above. 

(II) Provision regarding force majeure events under existing natural gas sales agreements : 

In most of the Partnership’s agreements for the sale of natural gas (“the Agreements”), the 
customers have a take-or-pay agreement for a minimum annual quantity of natural gas, according 
to the mechanisms set out in the agreements. However, the customers may be exempt from this 
obligation, in the event of force majeure that prevents them from fulfilling their obligations, as 
defined in the Agreements. A force majeure event is defined as an event beyond the customer’s 
control, which prevents it from fulfilling its undertakings under the agreement and which could not 
reasonably have been prevented under the circumstances. The Agreements list events that will not 
be considered force majeure, also where they are beyond the customer’s control. It should be 
noted that the Partnership may also be exempt from its obligations under the agreements for sale 
of natural gas in the event of force majeure that prevents it from fulfilling its obligations s under the 
Agreements.  

If a force majeure event continues over a prolonged period as set out in an agreement for the sale 
of natural gas (usually between one and three years) and it has a material effect on the ability of a 
party to fulfill its undertakings as aforesaid, this may constitute grounds for termination of the 
agreement. Accordingly, a force majeure event over a prolonged period, which suspends a 
customer's undertakings to buy a significant quantity of natural gas, may have a material adverse 
effect on the Partnership’s revenues. 

Shortly before the date of approval of the Report, against the background of the Covid-19 Crisis, 
the partners in the Tamar and Leviathan oil assets received several notices from their customers, 
claiming that the Covid-19 Crisis and its repercussions constitute a force majeure event, which may 
affect the ability of those customers to fulfill their future undertakings under the Agreements in full 
and on time. It should be noted that, as at the approval date of the financial statements, the 
customers are continuing to fulfill their undertakings in accordance with the Agreements. As at the 
date of approval of the Report, the Partnership believes that the circumstances alleged in the 

 

186 In this regard, see footnote Error! Bookmark not defined. above.  
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notices received from the customers do not constitute a force majeure event, as required under the 
provisions of the agreements for the sale of gas.  

The table below presents a summary of risk factors by type (macro risks, sector-specific risks and 
risks specific to the Partnership), according to the estimates of the Company based on the degree 
of their effect on the Company: major, moderate or minor effect.  

 Effect of the risk factor on Company’s business 

 Major Moderate Minor effect 

Macro risks  

The Covid-19 coronavirus crisis X   

Changes in the linkage components in the 
natural gas price formulas 

 X  

Changes in demand or in prices of fuels and 
other energy sources on international markets 

X   

Global macroeconomic factors X   

Geopolitics X   

Sector-specific Risks   

Difficulties in obtaining financing X   

Competition for gas supply X   

Export restrictions  X  

Dependence on the development and proper 
function of the National Pipeline 

 X  

Operating risks  X  

Inadequate insurance coverage:  X  

Establishment risks, dependence on contractors, 
and providers of equipment and professional 
services 

X   

Exploration risks and dependence on partial and 
estimated assumptions, assessments, and data 

 X  

Estimated costs and schedules and potential 
shortage of means 

 X  

Forfeiture of the Partnership’s rights in its oil 
assets and the financial robustness of the 

partners in the oil assets 

  X 

Dependence on permits from external entities:   X  

Regulatory changes: X   

Possibility of price controls on natural gas  X  

The motion for certification a class action with 
regard to the price fixed in the agreement 
between the Tamar Partners and the IEC 

X   

Environmental regulation X   

Dependence on weather and sea conditions:   X 

Information security and cyber risks  X  

Partnership-specific risks   

Tax risks  X  

Financing liabilities  X   

Dependence on key customers  X  

Financial robustness of the Partnership’s 
customers 

X   

Dependency on the Operator X   
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 Effect of the risk factor on Company’s business 

 Major Moderate Minor effect 

Risk in development and production in the event 
of a discovery 

  X 

Sale of rights in oil assets without receiving full 
consideration for them 

 X  

Cancellation or expiry of oil rights and assets   X 

Spillover of reservoirs   X 

Security risks X   

Fluctuations in the USD exchange rate   X 

The Partnerships' status as a monopoly in the 
supply of natural gas in Israel 

 X  

Provision regarding force majeure events under 
existing natural gas sales agreements : 

X   

 

The impact of these risk factors on Company’s operations is based on estimates alone and may 
actually be different. 
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Glossary 

Appraisal Well or Confirmation Well  A well that is drilled with the aim of verifying the size, quality 
and continuity of the oil field discovered through a successful 
exploratory well. The appraisal phase of the field formally 
ends when a final investment decision is made to develop the 
field 

Commercial volumes  A volume of oil that is sufficient for commercial production  

Condensate  (1) hydrocarbons produced from natural gas, which are 
separated from the gas, and liquefied in cooling and 
condensation processes; (2) gaseous hydrocarbons in the 
reservoir conditions, but which liquefy when transmitted from 
the reservoir to the surface; (3) thickened hydrocarbons from 
refining of petroleum.  

Contingent Resources  Defined under the Petroleum Resources Management System 
(SPE-PRMS) as the estimated oil resources, at a given time, 
that are potentially recoverable from known reservoirs by 
executing a development plan, but are not yet considered 
mature enough for commercial development due to one or 
more conditions 

Development  Drilling and equipping of the oil asset area to determine its 
production capacity and for oil production and marketing 

Exploration  All operations related to exploration for oil and gas  

Floating Production Storage & 
Offloading Vessel (FPSO)  

A floating production facility usually in the form of a tanker 
with gas and/or oil storage tanks in the hull  

Holder of participating units  An entity listed in the Register of Participating Holders as the 
owners of the participating units 

Hydrocarbons  Carbons; a generic name for oil and gas, which are coal and 
hydrogen compounds  

Lease  As defined in the Petroleum Law 

License  As defined in the Petroleum Law 

LNG  Liquefied Natural Gas.  

Logs  Various tests carried out during the drilling operations for 
continuous recording of the different characteristics and 
contents of the drilled rocks 

Miocene layer  Rocks from a geological period dating from about 5 million to 
24 million years ago 

Oil   Any petroleum fluid, whether liquid or gaseous and includes 
oil, natural gas, natural gasoline, condensates and (carbons) 
hydrocarbons and also asphalt and other solid petroleum 
hydrocarbons when dissolved in and producible with fluid 
petroleum 

Oil asset  The lease, direct or indirect, in a preliminary permit, license or 
lease; in another country – the lease, direct or indirect, in a 
similar right granted by a competent party. The oil asset is 
also regarded as the right to receive benefits arising from the 
lease, direct or indirect, in the oil asset or in a similar right (as 
the case may be). 
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Oil exploration  All activities aimed at locating oil reserves and proving their 
existence, including geological, geophysical, geochemical, 
engineering and other surveys and analyzes. It is customary 
to determine the end of the exploration phase after a 
successful drilling of an exploratory well, and after 
successfully proving the economic feasibility of the discovery, 
which sometimes requires additional drillings. 

Oil field  An accumulation or accumulations of oil under the surface of 
the soil, which is usually composed of reservoir rock covered 
by a seal layer. The term is usually used to specify reservoirs 
that may be economically feasible for production.  

Petroleum right  Aa license or lease, as defined in the Petroleum Law 

Petroleum; discovered; discovery; 
proved reserves; probable reserves; 
possible reserves; low estimate; best 
estimate; high estimate; 1C, 2C, 3C 
contingent resources; on production; 
approved for development; justified for 
development; development pending; 
development unclarified or on hold; well 
abandonment; development not viable; 
dry hole; 1P/2P/3P reserves  

As defined in SPE PRMS 

Petroleum Resources Management 
System (2007) (SPE– PRMS) 

A system for reporting assessments of oil reserves and 
resources, as published by the Society of Petroleum 
Engineers, the American Association of Petroleum Geologists 
(AAPG), the World Petroleum Council (WPC) and the Society 
of Petroleum Evaluation Engineers (SPEE) and as revised 
from time to time 

Preliminary permit  As defined in the Petroleum Law 

Priority right to obtain a license  As defined in the Petroleum Law 

Prospective Resources  Defined under the Petroleum Resources Management System 
(SPE-PRMS) as estimated quantities of oil, at a given time, 
that are potentially recoverable from reservoirs that have not 
yet been discovered/drilled, by executing future development 
plans. 

Reserves  Defined under the Petroleum Resources Management System 
(SPE-PRMS) as the volumes of oil estimated to be recoverable 
by executing a development plan for discovered deposits from a 
certain date onwards, under defined conditions. Reserves are 
required to meet four conditions: (1) they must be discoverable; 
(2) recoverable; (3) commercially viable and regular (from 
assessment date); (4) based on the executed development 
project. 

Seismic survey  A method that allows (on land or offshore) subterranean imaging 
and detection of geological formations. The survey is carried out 
by inserting subterranean seismic waves and recording the 
returning waves from the various aspects in the tested profile. 
Today, 2D and 3D surveys are primarily used. The 2D surveys 
are mainly used to obtain preliminary underground information in 
the survey area, and for general detection of formations that 
could serve as oil traps. The 3D surveys (with higher cost than 
2D surveys, producing higher quality data and results) are 
carried out in areas identified as promising in the 2D surveys, 
and the picture obtained is detailed and enables, among other 
things, optimal location for drilling and a more accurate 
assessment of the size of the structure  
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Trial Well or Exploratory Well  A well that is drilled for the purpose of proving the existence of 
oil in the prospect and for calibrating the geological model that 
led to it being drilled. This is the essence of exploration 
activity. Depending on the size and complexity of the field, 
there may be more than one exploratory well in the field.  

Working interest  An interest in an oil asset granting its owner the right to 
participate, pro rata, in the exploration, development and 
production of oil, subject to payment of a corresponding 
percentage of the expenses arising from these works, after 
acquiring the working interest 

 

 

BCF  billions of cubic feet, which is 0.001 TCF or 0.0283 BCM 

BCM  billion cubic meters 

MMcf/D  millions of cubic feet per day 

TCF  trillions of cubic feet, which is 1,000 BCF or 28.32 BCM 

MMCF  millions of cubic feet, which is 0.001 BCF or 0.0003 BCM 

MMBBL  million barrels 

MMBTU  million British thermal units 

 

Conversion table for units used in the report: 

MMCF BCF BCM 

35310.7 35.3107 1 

 

BCM MMCF BCF 

0.0283 1000 1 

 

BCM BCF MMCF 

0.00003 0.001 1 
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 The Company's Foreign Energy Segment  

1.8.1. General 

(A) As part of the Company's business strategy, and with the intention of establishing its operations in 
international energy markets simultaneously to the development of the Company's Mediterranean 
oil assets, the Company has invested in the energy sector in recent years in several companies 
and oil assets abroad.  

As of the Reporting Date, the Company's operations in the foreign energy sector include mainly 
projects on the UK continental shelf in the North Sea region (“UK Continental Shelf”) through Ithaca 
Energy Limited (formerly, Ithaca Energy Inc.) (“Ithaca”), wholly owned and controlled (100%) by the 
Company. In addition, the Company holds other oil assets in the Gulf of Mexico region of the US 
and an exploration license in Newfoundland in Canada, as set out in this chapter below  

(B) The following chart describes the Company’s key holdings structure in the foreign energy sector as 
at December 31, 2019:  

 

(*) The holding in the company is through a wholly-owned foreign subsidiary of the Company (Delek GOM 
Holdings LLC) 

(**) The holding in the company is through two wholly owned foreign subsidiaries of the Company (DKL 
Energy Limited (130061) and Delek North Sea Limited (12263719)). 

 

(C) DKL Investment Limited (“DKL”) is a private company registered in Balliwick of Jersey, wholly 
owned and controlled (100%) by the Company.  

In June 2017 the Company (through DKL) completed the acquisition of all (100%) of Ithaca's 
shares by way of a tender offer addressed to all the shareholders of Ithaca. For further information, 
see section 1.8.4(A) below.  

Ithaca was incorporated in Canada on April 27, 2004, and engages in the exploration, production 
and sale of oil and gas produced from oil assets located on the UK Continental Shelf in the North 
Sea region, and serves as the Operator in some of these assets, also through Ithaca’s wholly 
owned and controlled (100%) subsidiaries and ("Ithaca Group") As at Reporting Date, Ithaca Group 
is the fifth largest producer and second largest Operator in the UK North Sea Continental Shelf 
from the aspect of 2P resources attributed to its assets. 
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(D) In May 2019, Ithaca Energy (UK) Limited (“Ithaca UK”), a wholly owned and controlled (100%) 
subsidiary of Ithaca, engaged in an agreement with Chevron North Sea Holdings Limited (in this 
section: (the “Seller”), for the acquisition of 100% of its shares of Chevron North Sea Limited, that 
was a subsidiary of the Seller. (the “Chevron Transaction”). After completing the Chevron 
Transaction, Ithaca changed the name of the acquired company to Ithaca Oil and Gas Limited 
("IOGL").  

IOGL was incorporated in 1981 in England and Wales, and since its incorporation, has engaged in 
the exploration, development and production of gas and oil assets in the UK Continental Shelf 
fields. IOGL’s main assets include interests, at various rates, in on-production oil and gas assets on 
the UK Continental Shelf, for some of which IOGL serves as Operator. IOGL’s primary areas of 
business and operations are similar to and synergistic with Ithaca's areas of operations and 
Ithaca’s assets as they were before the transaction was completed. 

On November 8, 2019 the Chevron Transaction was closed and the consideration was transferred 
after all the pending conditions set out in the transaction were met, including among others, receipt 
of customary regulatory approvals187. For further information concerning the Chevron Transaction 
and method of financing, including hedging transactions carried out by the Company and Ithaca, 
see section 1.8.4(A) and the financing paragraph in section 1.8.18 below. 

For further information regarding Ithaca Group, its assets and operations, see section 1.8.4 below, 
and also Note 12.S to the annual financial statements included in Chapter C of this Report. 

(E) Delek GOM Investments LLC (“Delek GOM”) is a private company registered in the US and is 
wholly owned and controlled (100%) by the Company. 

In January 2018 Delek GOM engaged in an agreement to acquire 75% rights in two oil and gas 
assets located in the Gulf of Mexico area in the United States: Canoe and Tau. As at date of 
approval of the Report, the Company considers the Canoe Lease to be a discontinued oil asset. In 
September 2018, exploration drilling began in the TAU oil asset, and was discontinued in June 
2019, and at the recommendation of the Operator the well was temporarily sealed in a way that will 
allow reentry to the well at a later stage. For further information, see section 1.8.5 below. 

(F) B.C Ltd. As of November 2016, 1099494 Ltd., a private company incorporated in Canada and 
wholly owned (100%) by the Company, holds rights in the "Block 7" license covering an area of 
2,000 square kilometers at an estimated depth of 4,500 meters below sea level (the seabed depth 
is 1,500 m) which is located east of Newfoundland in the West Orphan basin off the coast of 
Canada. For further information, see section Error! Reference source not found.1.8.6 below.  

(G) According to the strategy of the Company and of Ithaca, in 2019 the Company reviewed a number 
of proposals for bringing in investors to Ithaca, as part of the plan for issuing Ithaca shares and/or 
of its affiliates, on the London Stock Exchange. On December 18, 2019 DKL signed a USD 50 
million investment agreement, which includes an automatic stock conversion mechanism under 
certain circumstances. For further information, see section 1.16 below. 

(H) For definitions of some of the professional terminology used in this chapter, see the appendix 
attached to section 1.7 below. 

1.8.2. Breakdown of resources  

(A) As at date of approval of the Report, the reserves attributed to the Company's overseas oil and gas 
assets are all in Ithaca’s oil assets located on the UK Continental Shelf in the North Sea region.  

(B) Attached to this Report, as Appendix D, is a resources survey report prepared by Netherland, Sewell & 
Associates Inc., the Company's independent reserves evaluator (“NSAI” or the “Reserves Evaluator”), 
which was prepared in accordance with the guidelines of the Petroleum Resources Management 
System (SPE-PRMS) and which contains, among other things, the NSAI assessments with regard to 
the volume of the reserves and contingent resources attributed to Ithaca's oil assets, as at December 
31, 2019 (the “NSAI Report” or the ”Resources Report"). Also attached as Appendix C is a letter of 
consent from NSAI to attach the Resource Report to this Report. 

According to the NSAI Report, Ithaca's oil assets are divided into four main groups, as follows: 

 

187  On August 8, 2019, approval was obtained from the Oil and Gas Authority (“UK Oil and Gas Authority” or “OGA”, 
accordingly) for transfer of the control of IOGL to Ithaca Group. 
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(1) The oil fields in the Captain area that include the on-production Captain reservoir and adjacent 
West Wick and Surprise assets to which, as at Reporting Date, no reserves or contingent 
resources have been attributed (the “Captain Area”);  

(2) The Greater Stella Area project, comprising two on-production assets (Stella and Harrier) and 
several additional assets that, as at Reporting Date, are non-producing (the “GSA Project”).  

(3) A cluster of oil fields for which Ithaca’s subsidiaries serve as Operator (“Group of Operated 
Assets”);  

(4) A cluster of oil fields that are not operated by Ithaca Group companies (the “Group of Other 
Assets”). 

(5) Below is a breakdown of information regarding the volume of proved and probable (P2) reserves 
and the volume of best estimate contingent (C2) resources, attributed to Ithaca's share in all its oil 
assets (consolidated), as at December 31, 2019, in terms of thousand barrels of oil equivalent 
(“MBOE”)188. For further information with regard to the resources attributed to Ithaca's oil assets, 
see section Error! Reference source not found. below and the Resources Report.  

 

From the asset portfolio 

P2 Reserves 

(MBOE) 

C2 Contingent resources 

(MBOE) 

Captain Region Assets 88,648.6 29,136.6 

GSA Project 35,856.2 32,104.1 

Ithaca Group Operated Assets 37,349.3 3,702.0 

Non-Operated Assets 44,421.6 1,521.8 

Total for all Ithaca assets 206,275.7 66,464.5 

 

1.8.3. General information about the area of operations189 

The Company's operations in the foreign energy segment vary according to the location of the 
projects, among other things, due to the regulatory regime applicable in the various operating areas  

(A) Structure and changes to area of operations  

Oil and natural gas exploration, development and production operations are complex, involving 
considerable costs and significant uncertainty as to costs, schedules, availability of oil or natural 
gas and the ability to produce it while maintaining economic viability. Consequently, 
notwithstanding considerable investments, drilling sometimes does not achieve positive results and 
does not generate any revenues whatsoever, or result in loss of most or part of the investment. For 
general information about the nature of exploration, development and production of oil and natural 
gas, see section 1.7.3(a) above. 

In most of the areas where the Company's oil assets are located on the UK Continental Shelf and 
in the United States, there is a very sophisticated market for both oil and gas, and in most cases 
the hydrocarbons produced can be sold and supplied directly through an existing transmission 
pipeline only a few kilometers from a new development at a usage fees. In some cases, this would 
be an Open Access pipeline, the price for which is usually (not always) supervised. In many cases, 
the hydrocarbons can even be sold at the entrance to the pipeline at a price that includes a certain 
discount on the market price at an amount similar to the costs of alternative transmission means.  

In the UK, the US and Canada, an oil or gas field lies in the area of a single license or concession 
or of a number of licenses or concessions that are granted by the relevant gas and oil authorities, 
and each field may contain a number of oil and/or natural gas reservoirs. For further information 

 

188 Conversion key - the conversion to MMBOE was estimated considering the following data: conversion rate of 
natural gas is 1: 6 BOE to mmcf, i.e. each 6 mmcf is equivalent to 1 BOE. The key to the conversion of oil and LPG 
units is 1:1 bbl to BOE, i.e. every 1 bbl is equivalent to 1 BOE.  

 Caution - MMBOE units may be misleading, especially when used without taking into account additional 
characteristics; the conversion is made according to the energy ratio at the burner and does not represent a value 
equivalent 

189  Unless stated otherwise, the information contained in this section is mainly based on the BP Statistical Review of 
World Energy (June 2019, and are to the Company’s best knowledge.  
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regarding the authorities regulating the Company's oil assets, see section Error! Reference 
source not found. below. 

For licenses that have multiple partners, joint operating agreements have been signed that regulate the 
exploration, development and production operations between the partners in the oil assets (the “Joint 
Operating Agreement” or “JOA”). With regard to some of the oil and gas fields that cover the areas of 
more than one license, the various partners have signed additional Unitisation and Unit Operating 
agreements or Unitisation and Joint Development Operating agreements, regulating operations in the 
unitized fields, including the production of oil and gas in the asset ("Unit Agreement").  

(1) United Kingdom  

To the best of the Company’s knowledge, the UK is the second largest natural gas and oil producer 
in Europe, and the vast majority of natural gas and oil produced in the UK are from offshore 
reservoirs in the UK Continental Shelf in the North Sea. In the area of the UK Continental Shelf 
there is an extensive pipeline network for piping the oil and natural gas produced on the offshore 
rigs to the onshore terminals in the UK. 

(2) USA 

To the best of the Company’s knowledge, the US is the world's leading natural gas and oil 
producer and Canada is the fourth largest oil and natural gas producer worldwide. 

In the US Gulf of Mexico region, where the Tau oil field is located, there has been extensive experience 
in exploration, development and production of oil and gas assets, and as a result, oil treatment and 
pipeline infrastructures are very developed. In most cases, the development of oil and gas assets in the 
areas where the Company's oil assets are located is based on local know-how and experience 
accumulated with regard to nearby and similar assets, as well as regarding the extensive use of existing 
infrastructures. These circumstances often result in shorter development time of oil fields and less 
capital expenditure needed than in many other places worldwide.  

(3) Canada 

With regard to the Company's oil asset in Canada, it should be noted that since it is located in deep 
waters about 350 km east of Newfoundland in eastern Canada, if a substantial oil or gas discovery 
is made that will enable commercial development of the asset, the development costs will be 
relatively high.  

(B) Restrictions, legislation and special constraints that apply to this area of activity 

For further information regarding applicable regulation in countries where the exploration, 
development and production of oil and natural gas is carried out, see section Error! Reference 
source not found. below 

(C) Changes in the volume of the operations and its profitability  

The global oil and gas industry are seriously affected by changes in supply and demand, and crude 
oil prices are known to be highly volatile. Three major factors affecting crude oil prices are volume 
of oil supply from OPEC (Organization of the Petroleum Exporting Countries)190 and from non-
OPEC countries, and the global demand for crude oil. Crude oil prices are also affected by 
production capacities and costs, and the development of cleaner or cheaper energy production 
capacities. 

(1) United Kingdom  

UK oil production peaked towards the end of the 1990s and declined over the following years, 
leveling out in 2014. In 2017-2018 the UK increased its oil production by 8.5% and 9.2%, 
respectively. Oil consumption in the UK peaked in 2005, and has been falling since.  

UK natural gas production peaked towards the beginning of the 2000s and declined over the 
following years, leveling out in 2014. In 2015-2017 the UK increased its natural gas production and 
in 2018 it declined by 3.1%. The downward trend that continued also in 2019, are even dropped at 
a greater rate than in 2018. Natural gas consumption peaked in 2010, and has been falling since. 

 

190 At Reporting Date, OPEC member countries are Algeria, Angola, Ecuador, Iran, Gabon, Equatorial Guinea, Iraq, 
Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, United Arab Emirates and Venezuela. 
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Since 2010, oil production declined faster than the decline in consumption, with the UK becoming 
dependent on importing crude oil and fuel products. Nonetheless, in 2015-2017 there was a distinct 
increase in oil production while consumption remains relatively stable. This increase is attributed to 
production from new fields that began in 2014-2015 and the oil and gas production incentive policy 
of the Department of Energy & Climate Change in the UK by, among other things, granting tax 
benefits and lowering of the tax rates on operations in this sector191.  

Despite being an importer of crude oil and fuel products, the UK is still one of the largest oil 
producers and exporters in Europe.  

According to the Oil and Gas Authority (“OGA”) publications, oil and natural gas will remain an 
important part of the UK's energy mix, and offshore production from the UK Continental Shelf 
remains essential in order to meet the UK energy demand. The OGA estimates that as of the end 
of 2019, the UK Continental Shelf region has reserves in excess of 20 BBOE, and production 
forecasts through to 2050 are higher by 3.9 BBOE compared to the forecasts in 2015. This 
increase is due, among other things, to the extension of production licenses, discovery of additional 
reserves in the assets, new discoveries and implementation of enhanced oil recovery methods, 
which may extend the economic life of the field ("EOR”)   

(2) USA and Canada 

In recent years there has been a significant decline in oil and natural gas prices, inter alia, due to a 
significant increase in oil and gas production in the US. The US is the largest oil and natural gas 
producer and consumer worldwide. In 2018 and 2017, US oil consumption accounted for 19.7% 
and 20.2%, respectively, of the global oil consumption, and during those years, US natural gas 
consumption accounted for 21.2% and 21.1%, respectively, of the global natural gas consumption. 
Since 2004 and 2008, natural gas and oil production, respectively, in the US has been rising 
steadily, and since 2009 and 2012, natural gas and oil consumption, respectively, has been rising 
steadily. The US is expected to continue topping the list of world oil consumers in the coming 
years. In light of the increase in the production of oil and natural gas in the US, the US has become 
a net exporter of oil and natural gas in recent years (namely, it exports more oil and gas than it 
imports). It should be noted that the US oil and natural gas market is a sophisticated and well 
developed market, in which most of the oil and gas produced is sold on the local market, which can 
absorb the total output volume192. 

Canada is also a net exporter of oil and gas. In 2018 and 2017, Canadian oil consumption 
accounted for 5.7% and 5.4%, respectively, of global oil consumption, and during those years, 
Canadian natural gas consumption accounted for 3% and 3.2%, respectively, of the global natural 
gas consumption. Most of Canada's oil production comes from tar sands and heavy oil fields in the 
western part of the country. Canada's natural gas supply now exceeds domestic demand. 
Furthermore, Canada's natural gas market is integrated with the US market; Canada exports the 
excess supply of its natural gas to the United States and imports a smaller amount of natural gas 
from the US to the center of Canada.  

(D) Market developments or changes in the characteristics of customers 

Fluctuations in the oil and gas prices, as well as the prices of alternative fuels, may affect the prices 
that the Company can obtain from its customers for the oil and/or natural gas that it sells (if it is 
able to achieve its goals and reach commercial production in its assets in the US and Canada), 
which will affect the viability of production, the Company's decision whether the development of any 
particular field will be economically viable, and the decision whether or not to engage in exploration 
and/or development operations.  

For example, the 50% drop in oil prices from June 2014 through January 2015 led to a decline in 
demand for drilling equipment and services, and consequently the prices of the service providers 
and the drilling equipment decreased.193  

(E) Technological Changes  

 

191 See: OGA Overview 2019, published on the UK Oil and Gas Authority website: 
https://www.ogauthority.co.uk/media/5407/oga-overview-2019-low-res.pdf    

192 See  U.S. Energy Information Administration (“EIA”) website:  
https://www.eia.gov/outlooks/aeo/pdf/AEO2020%20Full%20Report.pdf  

193 From the EIA website: “Oilfield costs fall following decline in oil prices”  
http://www.eia.gov/todayinenergy/detail.cfm?id=21712  

https://www.ogauthority.co.uk/media/5407/oga-overview-2019-low-res.pdf
https://www.eia.gov/outlooks/aeo/pdf/AEO2020%20Full%20Report.pdf
http://www.eia.gov/todayinenergy/detail.cfm?id=21712
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In recent years there has been a significant increase in US commercial production of oil and natural 
gas from shale reserves.  Shale is a sedimentary rock (clay or flakes) with low conductivity and 
porosity. Oil and gas production is possible by using hydraulic fracturing, or fracking technologies 
and horizontal drilling. According US Energy Information Administration (EIA) data, in 2000 shale 
gas accounted for about 1% of US natural gas production, and in 2010 it accounted for more than 
20% of US natural gas production. According to EIA estimates, by 2035 about 46% of US gas 
production will be based on shale gas.  

A large quantity of the oil in the reservoirs is not recoverable by normal production processes, but 
now can be recovered by using more complex production techniques such as injection of heat, 
chemicals, carbon dioxide (CO2) or other gases. These techniques have been successfully used in 
several countries for decades and are known as EOR - Enhanced Oil Recovery techniques. EOR 
production techniques account for 2% of the world's total oil production. IEA expects this rate to 
increase to 4% by 2040. 

For further information regarding technological developments, see section 1.7.3(E) above. 

(F) Critical success factors in the area of operations 

For information concerning critical success factors in this operating segment, see section 1.7.3(F) above. 

(G) Changes in raw materials and suppliers 

For information concerning changes regarding raw materials and suppliers, see section Error! 
Reference source not found. below. 

(H) Entry and Exit Barriers 

The main entry barriers in the oil and gas sector are the need to obtain permits and licenses for 
exploration, development and production of oil and natural gas from the competent authorities in 
each country in whose territory the Company's assets are located and subject to the regulations 
applicable in each region 194 and/or the land owners and the availability of a financial resources to 
make the large-scale and relatively high financial investments required to carry out such 
operations. In addition, engaging in these operations requires considerable expertise, including the 
ability to locate suitable assets for exploration or production.  

The main exit barriers are the obligation to dismantle production facilities before abandoning the oil 
and natural gas fields, which sometimes involves very significant costs. In addition, due to the 
professional and economic capabilities required for these operations, the number of potential 
buyers for oil and gas assets is sometimes limited, which may delay the ability to sell the assets at 
the appropriate price and exit the industry. 

(I) Substitutes for products of the area of operations  

The use of renewable energy in the UK, particularly in the electricity sector, has doubled in the last 
decade. Nonetheless, oil and natural gas continues to be the major share of energy consumption in 
the UK. According to the International Energy Agency publications, by 2030 the use of renewable 
energy may be as high as 50% in the UK. 

A growing trend in the US and Canada is the generation of energy from renewable sources (mainly 
electricity generated from solar energy, wind and waterfalls) that replace the use of oil, gas and 
coal. Thus, in recent years, efforts have been made in the US to increase the use of alternative and 
less polluting energy sources. Nonetheless, to date, these sources do not materially affect the 
consumption of oil and natural gas, which in 2017 and 2018 constituted 71% and 69%, 
respectively, of the total energy consumption in the US. 

(J) Structure in the industry 

For information regarding the structure of the competition in this operating segment, see section 
Error! Reference source not found. below. 

(K) The Covid-19 coronavirus crisis and its potential impact on the operating segment 

As set out in section 1.6.6 above, an unprecedented and challenging macroeconomic environment 
was created at the beginning of 2020. The decrease in demand for oil due to the spread of the 

 

194 For further information concerning the regulation applicable to this operating segment, see section Error! 

Reference source not found.1.8.22 below 
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Covid-19 coronavirus (“Covid-19”) and cancellation of OPEC agreements led to extreme volatility in 
the petroleum market and financial markets. These effects led to sharp declines in the Brent and 
WTI indices, which had an adverse impact on petroleum market prices and on balance sheets of 
energy companies. As at date of approval of the Report, the market is experiencing accelerated 
volatility leading, among other things, to extreme price fluctuations. The market fluctuates acutely 
between expected sharp declines in future prices of energy products and expected increases and 
recovery in prices of future contracts, as oil stockpiles continue to fill up and traders slowly move to 
floating storage facilities. Concern about storage capacities are expected to cause significant 
pressure on market prices and price volatility.  

Due to the Covid-19 crisis, Ithaca decided to freeze a certain portion of its 2020 work plans in order 
to reduce its capital expenditure (Capex) in 2020 from USD 250 million to USD 125 million, while at 
the same time, Ithaca is working to reduce the average production cost per unit. Ithaca estimates 
that the Covid-19 crisis and its consequences could adversely and substantially affect the daily 
production capacity of its assets at a rate that could be material.  

In view of the spread of the virus, Ithaca has adopted a number of actions aiming to allow it to 
continue its operations also at the present time. Ithaca has been focusing its efforts to reduce the 
risk of the virus spreading among its employees and its suppliers, with the aim of protecting its 
employees' health as well as its operational aspects. The most serious business risk identified by 
Ithaca in view of the spread of the virus is the possibility that contagion among its employees who 
work in the various offshore facilities might lead to a complete halt in production activities. Such 
contagion could harm the ongoing operations in the GSA project and the Captain area oil assets, 
which are the most significant of all Ithaca's assets. Accordingly, Ithaca has recognized the gravity 
of the risk and has acted as aforesaid.  

To mitigate the risk, Ithaca has reduced the number of employees on its offshore production 
facilities to the minimum necessary for maintaining production and performing critical maintenance 
work. Measures have also been taken ensuring that, if positive cases are found among the workers 
on the facilities, Ithaca is able to isolate workers suspected of being infected and send them back 
onshore. Since the outbreak of the virus, no infected cases have been found on Ithaca's offshore 
facilities. As at date of approval of the Report, all aspects of Ithaca's operations are run by 
minimum required staff.  

If the Covid-19 crisis continues, it is liable to have an adverse effect on Ithaca’s operations and 
harm it from various aspects, and including impair its ability to raise funds for refinancing or raise 
the costs of refinancing; impair Ithaca’s ability to meet the repayment of its liabilities to banks and 
debenture holders (interest and principal); lead to default events that could cause lenders grounds 
for calling for immediate repayment of the Partnership’s loans, impair the economic robustness of 
Ithaca’s customers and partners in some of its oil assets, which could have an adverse effect on 
Ithaca, directly or indirectly; affect its revenues from the sale of oil and natural gas, and cause 
delays and disruptions in Ithaca’s work schedules in the various oil assets, etc. For further 
information see section 1.8.26(B) below.  
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Breakdown of the Company's oil assets abroad 

1.8.4. Ithaca’s oil assets on the UK Continental Shelf in the North Sea. 

(A) General 

(1) In June 2017, as aforesaid, DKL completed the acquisition of Ithaca's total share capital, by way of 
a tender offer, following which Ithaca’s shares were delisted from the Alternative Investment Market 
(AIM) in London and the Toronto Stock Exchange (TSX) in Toronto Canada 195. For further 
information regarding the tender offer, see the immediate reports issued by the Company on May 
4, 2017 and June 6, 2017 (Ref. Nos. 2017-01-045465 and 2017-01-057558, respectively).  

(2) In May 2018 Ithaca was granted three new licenses in tender conducted by the OGA for oil and gas 
drillings on the UK Continental Shelf, two of which (Courageous and Vorlich West) are part of the 
GSA Project, and the Bluesky license that is located in another area, as described in section 
1.8.4(G) below. 

(3) The Chevron Transaction 

As set out in section 1.8.1(D) above, in May 2019 Ithaca Energy (UK) Limited, a wholly owned and 
controlled subsidiary (100%) of Ithaca, engaged in an agreement with Chevron, under which it 
acquired 100% of the shares of IOGL, and on November 8, 2019 the transactions was completed 
and the consideration was transferred, once all the contingent preconditions of the transaction were 
met. Under the transaction, the Seller transferred to Ithaca full title in the share capital of IOGL and 
Ithaca paid the Seller a total amount of USD 1.477 billion (excluding an amount of USD 200 million 
deposited on the date of signing of the Acquisition Agreement). In addition, an amount of USD 50 
million was paid for working capital and 450 of IOGL workers continued their employment once the 
transaction was completed. As of date of closing, Ithaca assumed all the rights and liabilities of 
IOGL with regard to IOGL's assets, which include, among other things, ten on-production oil and 
gas fields in the UK Continental Shelf zone 196, as well as production, treatment and storage 
facilities, and all as set out below, other than two non-producing assets owned by IOGL, Heather 
and Strathspey, with regard to which it was agreed that IOGL will retain responsibility. However, 
the sealing and abandonment costs incurred by IOCL will be borne by the seller. For further 
information regarding the financing of the transaction, see the paragraph on financing in section 
1.8.19 below. 

 

 

 

195  The acquisition of the total share capital of Ithaca, through DKL, was carried out in several stages since October 20, 
2015, when the Company held 19.9% of the issued shares of Ithaca, and after completing the tender offer between 
May 3, 2017 and June 4, 2017 it held (through DKL) 94.2% of Ithaca's issued share capital, and on June 5, 2017 
the forced acquisition of the remaining Ithaca shares was completed, after which the Company (through DKL) held 
all of Ithaca's share capital (100%). Consequently, all the information in this chapter relating to the share of the 
Company's equity holders in the cumulative investment, income and expenses of Ithaca's oil assets for the years 
2016-2018 reflects the relevant rates of holdings in Ithaca shares.  

196  Including the on-production Captain oil field, the cluster of on-production oil fields Alba, Erksine, Alder that are 
operated by Ithaca Group and the cluster of on-production oil fields Britannia, Brodgar, Callanish, Enochdhu, Jade, 
Elgin-Franklin, that are not operated by Ithaca Group. For further information concerning these assets, see the table 
below. 
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(4) Map of Ithaca’s Assets 

Ithaca’s oil assets are divided, as aforesaid, into four main groups: Captain Region Assets, GSA Project, Ithaca Group Operated Assets and Non-operated 
Assets Group.  

Below is a map indicating the location of Ithaca’s oil assets on the UK Continental Shelf in the North Sea. 
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(B) Resources and cash flow information with regard to Ithaca's oil assets (consolidated) 

(1) General 

Resources and discounted cash flow information attributed to all of Ithaca's oil assets 
(consolidated) All the following information is based on the NSAI Report. 

According to the NSAI Report, the contingent resources attributed to Ithaca's oil assets are 
contingent on the commitment to develop the fields and complete the development plans for the 
assets. All the contingent resources in the NSAI Report are at the Development Pending stage. 
NSAI notes in the Resource Report that its assessments of the contingent resources do not include 
the possibility of  the conditions required for these contingent resources will not exist, and also 
states that there is no certainty that the development of some or all of the contingent resources will 
lead to commercial production from the assets. 

The Resource Report sets out the resources evaluator’s various assumptions and reservations, 
including that noted in the Report according to which, (a) NSAI’s assessment of reserves and 
contingent resources was performed in accordance with the generally accepted SPE Standards for 
estimating and auditing of oil and gas field reserves;  (b) NSAI did not visit the various sites for 
preparation of the Report and or check the mechanical operation of the facilities and wells, or their 
state; (c) NSAI used geoscience and engineering information received from the Ithaca, public 
sources and non-confidential information in NSAI's possession; (d) NSAI did not examine the 
possible exposure arising from environmental issues. However, NSAI notes that it is unaware of 
any possible environmental liability that could have a material effect on the volume of the estimated 
reserves in the Reserves Report, or whether they are commercial, therefore the Reserves Report 
does not include costs that may arise from such liability; (e) NSAI noted that the assessments in 
the Reserves Report are subject to risks and uncertainty that could lead to differences in the actual 
results compared with the results of the forecasts in the report; (f) NSAI did not review the 
contractual rights in the assets or conduct its own evaluation regarding the type of rights and their 
validity. 

Forward-looking information: NSAI ’s assessments in respect of the volumes of the 
reserves and contingent resources attributed to Ithaca’s oil assets as set out in this Report 
and in the Resources Report, constitute forward-looking information as defined in the Israel 
Securities Law, 1968 ("the Securities Law”).  

These estimates are partially based on geological, geophysical, engineering and other 
information received from the wells, and are the estimates and assumptions of NSAI alone 
and there can be no certainty in respect of them. Actual quantities of oil, natural gas, 
condensate and petroleum liquids that will be produced may be different from these 
estimates and assumptions, partly due to technical and operational conditions and/or 
regulatory changes and/or the supply and demand for such energy products and/or 
commercial conditions and/or resulting from the actual performance of the reservoirs. The 
estimates and assumptions may be updated if additional information becomes available 
and/or as the result of a range of factors related to oil and natural gas exploration and 
production, including due to continued production from the oil assets.  
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(2) Reserves attributed to all of Ithaca’s oil assets (consolidated) 

A. Quantitative data  

Breakdown of the volumes of reserves attributed to all of Ithaca's oil assets (consolidated) 

Reserves in all of Ithaca’s oil assets (consolidated) 

 
Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural gas  
(MMCF) 

Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural gas  
(MMCF) 

Gas liquids 
(NGL) (MBBL) 

(MBOE) 

Resources 
Category 

Resources in oil asset (100%) Company's share in resources  

P1 Reserves 83,736 178,781 1,492,615 60,447 26,170 230,555 7,587 133,954 

Probable 
Reserves 

49,651 73,311 478,074 34,649 16,570 101,848 3,543 72,322 

Proved + 
Probable 
Reserves (P2) 

133,387 252,092 1,970,690 95,095 42,740 332,403 11,130 206,276 

Possible 
Reserves 

72,440 100,443 641,949 51,151 21,181 125,894 4,253 98,291 

Proved + 
Probable + 
Possible 
Reserves (P3) 

205,827 352,535 2,612,638 146,246 63,921 458,298 15,382 304,566 

 

Forward-looking information: Possible Reserves are the additional reserves that are not expected to be produced to the same extent as 
Probable Reserves. There is a 10% chance that actual quantities produced will be equivalent to or higher than the proved reserves, with the 
addition of the quantity of the probable and possible reserves. 
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B. Discounted cash flow data  

Below is a breakdown of the discounted cash flow data resulting from the foregoing reserves 
(below in this section: the “Cash Flows”).  

The economic parameters used for the Cash Flows are based on information and estimates that 
the Reserves Evaluator received from Ithaca. In this matter, it is noted as follows:  

 The prices of oil and petroleum liquids for the purpose of the Cash Flows are based on the future 
price curve for Brent, and the natural gas price for the purpose of the Cash Flows is based on the 
NBP197 future price curve, with certain adjustments198.  

Hedging transactions that Ithaca engaged in were not taken into account for the Cash Flows as set 
out in section 1.8.18(D)1.8.18(B)(2) below (“Hedging Transactions”). 

Consequences of the Covid-19 Coronavirus Crisis: The prices that were given to the 
Resources Evaluator for the purpose of the Cash Flows were based on known information as at 
Reporting Date (December 31, 2019) As a result of the outbreak of the Covid-19 coronavirus 
pandemic (“Covid-19 Crisis") and due to other reasons, in the first quarter of 2020 sharp declines 
were recorded in the oil and natural gas prices on the global markets.  As at the date of this Report, 
the Covid-19 Crisis poses a global macroeconomic risk that has generated intense uncertainty 
about future economic activities worldwide, including with regard to the prices of the various energy 
products. In view of this, attached to this Report are additional sensitivity tests, which present the 
cash flow value of Ithaca's oil assets, based on the Brent price curve and NBP gas prices on March 
17, 2020. For further information, see the sections on Additional Sensitivity Tests for the Price of 
Oil and Gas.  

 The operating expenses data in the Cash Flows are based on Ithaca's actual expenses and 
Ithaca's estimates. The development expenses figures in the Cash Flows are based on approved 
operating budgets, internal plans and budgets and the actual costs of operations performed. For 
further information concerning operating costs and capital expenditure taken into account for the 
Cash Flows, see page 6 of the Resources Report. 

 With respect to tax expenses, it is hereby clarified that Ithaca's tax payments are calculated with 
regard to all of Ithaca's oil assets, while taking into account the accumulated and transferred loss 
balances credited to Ithaca. Consequently, for the purpose of the Cash Flows, the expected 
applicable tax rate for Ithaca with regard to all of Ithaca's oil assets was taken into account, given 
Ithaca's ability to utilize all of Ithaca's tax losses in the amount of USD 2.4 billion against the 
taxable profits from its oil assets. In addition, when carrying out abandonment and rehabilitation of 
the assets, a tax refund can be obtained which will be calculated based on the abandonment and 
rehabilitation costs and tax payments applicable in respect of taxable profits in previous years. 
Ithaca expects that offsetting such costs will result in tax rebates of approximately 40% of the 
costs, based on current tax rates. Furthermore, it should also be noted that tax expenses were 
attributed pro rata to the various categories based on net income.  

Breakdown of the Cash Flows attributable to the Company's share in the reserves that belong to all 
of Ithaca's oil assets, as at December 31, 2019, as per the Resources Report, in USD millions. 

Note: It is clarified that the discounted cash flow figures, whether they have been calculated 
at a specific discount rate or without a discount rate, represent the present value but not 
necessarily the fair value. 

 

197 NBP - National Balancing Point, is a virtual trading location for UK natural gas. 
198 Below is a breakdown of the oil and natural gas prices used for Cash Flows (before adjustments) in the first five 

cash flow years. For further information, see the Resources Report.   

 Oil and petroleum 

liquids (USD/Barrel) 

Natural gas 

(USD/MMBTU) 

2020 60.91 4.806 

2021 62.76 5.627 

2022 66.06 5.838 

2023 70.57 6.198 

2024 72.94 6.325 
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Discounted cash flows from proved reserves (P1) from all of Ithaca’s oil assets, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue  

Royalty 
payments  

Operating 
expenses 

Developme
nt costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 23,089 1,087,748 3,194 450,536 178,743 - 455,274 - 455,274 445,251 435,996 427,419 419,442 
December 31, 2021 21,685 1,110,730 1,901 410,189 333,941 - 364,699 - 364,699 338,243 314,890 294,152 275,639 
December 31, 2022 21,619 1,160,902 3,123 417,895 189,764 30,185 519,935 - 519,935 460,105 409,582 366,578 329,708 
December 31, 2023 17,551 1,020,861 2,161 414,831 215,945 30,789 357,135 - 357,135 301,550 256,697 220,140 190,071 
December 31, 2024 14,265 876,328 1,717 410,435 70,308 2,364 391,505 - 391,505 314,820 255,786 209,787 173,547 
December 31, 2025 12,088 783,338 1,449 385,744 2,502 13,266 380,377 34,241 346,135 264,655 204,937 160,536 127,089 
December 31, 2026 10,247 686,756 1,252 344,009 23,898 11,072 306,527 91,958 214,569 156,440 115,772 86,846 65,961 
December 31, 2027 7,113 492,898 748 297,646 28,795 40,634 125,075 37,523 87,552 60,875 43,061 30,941 22,553 
December 31, 2028 3,446 268,675 - 204,070 - 188,406 (123,802) (49,521) (74,281) (47,051) (30,406) (20,011) (13,390) 
December 31, 2029 1,233 98,406 - 85,119 - 193,615 (180,328) (72,131) (108,197) (66,231) (41,466) (26,499) (17,255) 
December 31, 2030 238 13,440 - 6,785 - 263,459 (256,804) (102,721) (154,082) (91,731) (55,947) (34,882) (22,191) 
December 31, 2031 205 11,940 - 6,769 - 223,246 (218,074) (87,230) (130,845) (73,995) (42,972) (25,567) (15,552) 
December 31, 2032 184 11,039 - 6,812 - 129,177 (124,950) (49,980) (74,970) (40,991) (23,048) (13,295) (7,850) 
December 31, 2033 172 10,656 - 6,907 - 131,760 (128,012) (51,205) (76,807) (39,994) (21,465) (11,843) (6,701) 
December 31, 2034 161 10,294 - 7,006 - - 3,288  986  2,302  1,136  579  305  165  
Subtotal 133,297 7,644,011 15,544 3,454,753 1,043,896 1,257,971 1,871,845  (248,079) 2,119,925  1,983,082  1,821,995  1,664,607  1,521,234  
Cash flow for remainder 
of period 657 45,098 - 36,565 - 70,331 (61,797) (25,572) (36,225) (11,254) (3,611) (1,180) (384) 
Total 133,954 7,689,109 15,544  3,491,318 1,043,896 1,328,302 1,810,048 (273,652) 2,083,700 1,971,828 1,818,384 1,663,427 1,520,850 

 

Discounted cash flows from probable reserves from all of Ithaca’s oil assets, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue 

Royalty 
payments  

Operating 
expenses 

Developme
nt costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 3,911 196,496 629 3,911 - - 191,955 - 191,955 186,739 181,929 177,479 173,346 
December 31, 2021 5,703 317,925 901 24,638 - - 292,387 - 292,387 271,587 253,182 236,802 222,147 
December 31, 2022 5,506 328,588 (364) 49,135 - (30,185) 310,002  0  310,002  274,533  244,543  218,987  197,053  
December 31, 2023 8,006 480,250 1,003 45,537 - (30,789) 464,499  180,330  284,169  239,253  203,087  173,674  149,534  
December 31, 2024 8,959 546,825 1,617 69,699 - 29,041  446,468  293,397  153,070  122,725  99,432  81,332  67,110  
December 31, 2025 8,651 557,332 1,101 104,600 - 18,767  432,865  290,899  141,966  108,579  84,102  65,898  52,181  
December 31, 2026 7,500 507,332 893 123,077 - (8,612) 391,974  185,949  206,025  150,396  111,426  83,675  63,615  
December 31, 2027 5,994 413,956 1,137 108,572 - (26,832) 331,078  143,139  187,939  130,889  92,717  66,701  48,667  
December 31, 2028 5,642 370,304 1,660 173,305 - (176,887) 372,226  148,891  223,336  146,145  97,560  66,321  45,839  
December 31, 2029 5,009 347,369 - 234,544 - (181,866) 293,227  117,291  175,936  109,125  69,215  44,805  29,549  
December 31, 2030 3,005 248,244 - 182,668 - (150,507) 215,742  86,297  129,445  77,820  47,908  30,139  19,340  
December 31, 2031 2,255 199,085 - 155,669 - (21,809) 65,225  26,090  39,135  22,273  13,018  7,794  4,771  
December 31, 2032 1,644 155,223 - 138,122 - 72,314  (55,212) (22,085) (33,127) (17,062) (9,042) (4,918) (2,738) 
December 31, 2033 489 46,442 - 41,203 - 12,009  (6,770) (2,708) (4,062) (1,268) (258) 75  158  
December 31, 2034 32 2,055 - 197 - 175,885  (174,028) (69,282) (104,746) (52,340) (27,010) (14,353) (7,835) 
Subtotal 72,308 4,717,427 10,383 1,454,878 - (319,470) 3,571,636  1,378,206  2,193,430  1,769,393  1,461,810  1,234,411  1,062,737  
Cash flow for remainder 
of period 13 891 - 92 

- 
397,616  (396,818) (157,874) (238,944) (108,645) (51,306) (25,078) (12,650) 

Total 72,321 4,718,318 10,383  1,454,970 - 78,146 3,174,819 1,220,332 1,954,486 1,660,748 1,410,504 1,209,333 1,050,088 
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Discounted cash flows from proved and probable reserves (P2) from all of Ithaca’s oil assets, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue  

Royalty 
payments  

Operating 
expenses 

Developme
nt costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 27,001 1,284,243 3,823 454,447 178,743 - 647,230 - 647,230 631,990 617,925 604,898 592,788 
December 31, 2021 27,389 1,428,656 2,803 434,826 333,941 - 657,086 - 657,086 609,831 568,072 530,954 497,787 
December 31, 2022 27,125 1,489,489 2,759 467,030 189,764 - 829,936 - 829,936 734,638 654,124 585,564 526,761 
December 31, 2023 25,558 1,501,111 3,164 460,368 215,945 - 821,634 180,330 641,304 540,802 459,784 393,815 339,605 
December 31, 2024 23,224 1,423,153 3,334 480,134 70,308 31,405 837,972 293,397 544,575 437,545 355,218 291,119 240,657 
December 31, 2025 20,739 1,340,669 2,550 490,344 2,502 32,033 813,242 325,140 488,101 373,234 289,039 226,434 179,270 
December 31, 2026 17,747 1,194,089 2,145 467,086 23,898 2,460 698,501 277,907 420,594 306,837 227,198 170,521 129,576 
December 31, 2027 13,107 906,854 1,885 406,218 28,795 13,802 456,153 180,661 275,492 191,764 135,778 97,641 71,220 
December 31, 2028 9,088 638,979 1,660 377,376 - 11,519 248,425 99,370 149,055 99,095 67,154 46,310 32,449 
December 31, 2029 6,243 445,776 - 319,663 - 11,749 112,899 45,160 67,740 42,893 27,749 18,306 12,294 
December 31, 2030 3,243 261,685 - 189,453 - 112,952 (41,061) (16,424) (24,637) (13,911) (8,039) (4,743) (2,851) 
December 31, 2031 2,460 211,025 - 162,438 - 201,437 (152,850) (61,140) (91,710) (51,722) (29,955) (17,773) (10,781) 
December 31, 2032 1,828 166,262 - 144,934 - 201,490 (180,163) (72,065) (108,098) (58,052) (32,090) (18,212) (10,588) 
December 31, 2033 661 57,098 - 48,110 - 143,770 (134,782) (53,913) (80,869) (41,262) (21,723) (11,768) (6,543) 
December 31, 2034 193 12,349 - 7,204 - 175,885 (170,740) (68,296) (102,444) (51,205) (26,431) (14,049) (7,671) 
Subtotal 205,606 12,361,437 25,927 4,909,631 1,043,896 938,501 5,443,482  1,130,127  4,313,355  3,752,475  3,283,805  2,899,018  2,583,972  
Cash flow for remainder 
of period 670 45,989 

- 
36,657 - 467,947 (458,615) (183,446) (275,169) (119,899) (54,917) (26,257) (13,034) 

Total 206,276 12,407,426 25,927 4,946,288 1,043,896 1,406,448 4,984,867 946,681 4,038,186 3,632,576 3,228,887 2,872,760 2,570,938 

 
Discounted cash flows from possible reserves from all of Ithaca’s oil assets, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue  

Royalty 
payments  

Operating 
expenses 

Developme
nt costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 3,162 167,063 245 3,897  - - 162,921  - 162,921  158,717  154,839  151,248  147,911  
December 31, 2021 5,139 292,815 (275) (2,948) - - 296,038  - 296,038  274,640  255,725  238,908  223,878  
December 31, 2022 5,260 326,771 (770) 7,229  - - 320,312  167,621  152,691  135,266  120,530  107,971  97,190  
December 31, 2023 5,845 390,771 (1,195) 40,159  - - 351,807  247,413  104,394  87,780  74,424  63,577  54,687  
December 31, 2024 9,074 597,411 317 73,467  - (31,405) 555,031  259,410  295,621  236,976  191,961  156,983  129,500  
December 31, 2025 9,412 606,347 2,456 69,411  - (32,033) 566,513  226,605  339,908  260,418  202,041  158,553  125,735  
December 31, 2026 8,389 553,863 2,190 72,726  - (2,460) 481,406  192,562  288,844  210,575  155,818  116,873  88,754  
December 31, 2027 7,557 522,949 1,647 106,636  - 19,525  395,142  158,057  237,085  164,318  115,866  82,995  60,309  
December 31, 2028 6,918 485,364 1,418 110,062  - 22,474  351,410  140,564  210,846  139,157  93,653  64,159  44,674  
December 31, 2029 5,862 423,716 1,302 103,895  - (11,749) 330,269  132,108  198,161  124,812  80,336  52,740  35,254  
December 31, 2030 6,367 439,268 2,181 178,148  - (98,306) 357,245  142,898  214,347  127,717  77,966  48,656  30,984  
December 31, 2031 5,486 384,911 2,317 176,463  - (186,498) 392,629  157,051  235,577  133,898  78,141  46,711  28,544  
December 31, 2032 5,003 366,467 2,132 190,118  - (189,022) 363,239  145,296  217,943  117,793  65,520  37,411  21,879  
December 31, 2033 3,566 325,994 512 191,290  - (38,181) 172,374  68,950  103,424  53,626  28,673  15,766  8,894  
December 31, 2034 2,931 299,147 - 201,082  - 14,605  83,460  33,384  50,076  25,768  13,654  7,432  4,147  
Subtotal 89,970 6,182,857 14,475 1,521,634  - (533,048) 5,179,795  2,071,918  3,107,877  2,251,462  1,709,146  1,349,984  1,102,339  
Cash flow for remainder 
of period 8,321 906,133 - 700,482  

- 
653,452  (447,801) (179,120) (268,681) (77,183) (21,293) (5,017) (515) 

Total 98,291 7,088,989 14,475 2,222,116 - 120,404 4,731,994 1,892,798 2,839,196 2,174,279 1,687,854 1,344,967 1,101,824 
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Discounted cash flows from proved + probable + possible reserves (P3) from all of Ithaca’s oil assets, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue 

Royalty 
payments  

Operating 
expenses 

Developme
nt costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 30,163 1,451,306 4,067 458,345 178,743 - 810,151 - 810,151 790,707 772,765 756,146 740,699 

December 31, 2021 32,527 1,721,471 2,528 431,878 333,941 - 953,124 - 953,124 884,471 823,797 769,863 721,664 

December 31, 2022 32,385 1,816,260 1,989 474,259 189,764 - 1,150,248 167,621 982,627 869,904 774,655 693,535 623,951 

December 31, 2023 31,402 1,891,882 1,970 500,527 215,945 - 1,173,440 427,743 745,698 628,582 534,209 457,392 394,291 

December 31, 2024 32,298 2,020,564 3,651 553,600 70,308 - 1,393,004 552,807 840,196 674,521 547,179 448,102 370,157 

December 31, 2025 30,151 1,947,017 5,005 559,755 2,502 - 1,379,755 551,746 828,009 633,652 491,079 384,987 305,005 

December 31, 2026 26,136 1,747,951 4,335 539,812 23,898 - 1,179,907 470,469 709,438 517,412 383,016 287,394 218,330 

December 31, 2027 20,664 1,429,803 3,532 512,854 28,795 33,327 851,295 338,718 512,577 356,082 251,644 180,636 131,529 

December 31, 2028 16,006 1,124,344 3,078 487,437 - 33,993 599,835 239,934 359,901 238,251 160,807 110,469 77,123 

December 31, 2029 12,105 869,492 2,766 423,558 - - 443,168 177,267 265,901 167,705 108,085 71,046 47,548 

December 31, 2030 9,610 700,952 2,522 367,600 - 14,647 316,184 126,473 189,710 113,806 69,927 43,913 28,133 

December 31, 2031 7,946 595,936 2,317 338,901 - 14,939 239,779 95,912 143,867 82,176 48,186 28,938 17,763 

December 31, 2032 6,831 532,729 2,132 335,052 - 12,468 183,076 73,230 109,846 59,740 33,430 19,199 11,291 

December 31, 2033 4,227 383,092 512 239,400 - 105,588 37,592 15,037 22,555 12,364 6,950 3,999 2,351 

December 31, 2034 3,124 311,496 - 208,286 - 190,490 (87,280) (34,912) (52,368) (25,436) (12,777) (6,617) (3,524) 

Subtotal 295,575 18,544,294 40,403 6,431,265 1,043,896 405,453 10,623,277 3,202,045 7,421,232 6,003,937 4,992,951 4,249,001 3,686,311 

Cash flow for remainder 
of period 8,991 952,122 - 737,139 - 1,121,399 (906,416) (362,567) (543,850) (197,082) (76,210) (31,274) (13,549) 

Total 304,566 19,496,416 40,403 7,168,404 1,043,896 1,526,853 9,716,860 2,839,478 6,877,382 5,806,855 4,916,741 4,217,727 3,672,761 
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C. The following are sensitivity analyses for key parameters that make up Cash Flows (USD thousands)  

Sensitivity analysis for change in sales volume for all Ithaca oil assets (consolidated) 

Sensitivity/category 
Discounting rate 

Sensitivity/category 
Discounting rate 

0% 10% 15% 20% 0% 10% 15% 20% 

Increase in sales volume of 10% Decrease in sales volume of 10% 

P1 Reserves 2,413,478 2,074,141 1,892,614 1,728,513 P1 Reserves 1,721,631 1,528,142 1,408,432 1,297,044 

Probable Reserves 2,062,842 1,464,311 1,248,466 1,079,194 Probable Reserves 1,889,822 1,387,005 1,190,326 1,031,148 

Proved + Probable Reserves (2P) 4,476,320 3,538,452 3,141,080 2,807,707 Proved + Probable Reserves (2P) 3,611,452 2,915,147 2,598,759 2,328,192 

Possible Reserves 3,043,661 1,796,658 1,425,114 1,162,207 Possible Reserves 2,631,944 1,583,925 1,271,649 1,048,860 

Proved + Probable + Possible Reserves 
(P3) 

7,519,981 5,335,109 4,566,194 3,969,914 
Proved + Probable + Possible Reserves 
(P3) 

6,243,396 4,499,072 3,870,408 3,377,052 

Increase in sales volume of 15% Decrease in sales volume of 15% 

P1 Reserves 2,561,405 2,194,532 2,001,133 1,826,904 P1 Reserves 1,517,564 1,373,029 1,272,315 1,176,468 

Probable Reserves 2,142,354 1,501,715 1,274,257 1,097,323 Probable Reserves 1,885,019 1,387,306 1,190,299 1,030,321 

Proved + Probable Reserves (2P) 4,703,758 3,696,247 3,275,391 2,924,227 Proved + Probable Reserves (2P) 3,402,583 2,760,334 2,462,614 2,206,788 

Possible Reserves 3,144,051 1,850,016 1,464,741 1,192,626 Possible Reserves 2,538,103 1,537,513 1,238,343 1,024,508 

Proved + Probable + Possible Reserves 
(P3) 

7,847,809 5,546,263 4,740,131 4,116,852 
Proved + Probable + Possible Reserves 
(P3) 

5,940,686 4,297,847 3,700,957 3,231,297 

Increase in sales volume of 20% Decrease in sales volume of 20% 

P1 Reserves 2,709,467 2,313,846 2,107,895 1,923,128 P1 Reserves 1,321,603 1,223,021 1,139,291 1,057,408 

Probable Reserves 2,216,901 1,539,933 1,302,102 1,118,025 Probable Reserves 1,872,830 1,379,191 1,183,712 1,024,595 

Proved + Probable Reserves (2P) 4,926,368 3,853,779 3,409,997 3,041,153 Proved + Probable Reserves (2P) 3,194,432 2,602,212 2,323,003 2,082,004 

Possible Reserves 3,249,579 1,898,605 1,500,210 1,219,795 Possible Reserves 2,437,628 1,482,143 1,198,130 994,907 

Proved + Probable + Possible Reserves 
(P3) 8,175,946 5,752,384 4,910,208 4,260,948 

Proved + Probable + Possible Reserves 
(P3) 5,632,060 4,084,355 3,521,133 3,076,911 
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Sensitivity analysis for price change for all Ithaca oil assets (consolidated) 

Sensitivity/category 
Discounting rate 

Sensitivity/category 
Discounting rate 

0% 10% 15% 20% 0% 10% 15% 20% 

Increase in sales volume of 10% Decrease in the sales volume of 10% 

P1 Reserves 2,594,463 2,232,077 2,038,723 1,863,966 P1 Reserves 1,443,817 1,310,362 1,213,870 1,121,529 

Probable Reserves 2,186,796 1,533,199 1,299,476 1,117,947 Probable Reserves 1,871,600 1,376,867 1,183,230 1,025,573 

Proved + Probable Reserves (2P) 4,781,259 3,765,276 3,338,199 2,981,912 Proved + Probable Reserves (2P) 3,315,417 2,687,229 2,397,100 2,147,102 

Possible Reserves 3,263,316 1,889,887 1,491,962 1,213,453 Possible Reserves 2,416,504 1,495,380 1,209,736 1,003,402 

Proved + Probable + Possible Reserves 
(P3) 8,044,575 5,655,163 4,830,161 4,195,366 

Proved + Probable + Possible Reserves 
(P3) 5,731,921 4,182,609 3,606,836 3,150,504 

Increase in sales volume of 15% Decrease in the sales volume of 15% 

P1 Reserves 2,827,411 2,423,975 2,214,073 2,025,250 P1 Reserves 1,112,967 1,057,583 989,555 920,430 

Probable Reserves 2,334,528 1,611,674 1,356,340 1,159,823 Probable Reserves 1,853,148 1,357,424 1,164,449 1,007,210 

Proved + Probable Reserves (2P) 5,161,939 4,035,649 3,570,413 3,185,073 Proved + Probable Reserves (2P) 2,966,115 2,415,007 2,154,003 1,927,640 

Possible Reserves 3,477,622 1,986,909 1,564,287 1,269,828 Possible Reserves 2,210,800 1,401,462 1,143,334 954,775 

Proved + Probable + Possible Reserves 
(P3) 8,639,561 6,022,558 5,134,700 4,454,901 

Proved + Probable + Possible Reserves 
(P3) 5,176,915 3,816,468 3,297,337 2,882,415 

Increase in sales volume of 20% Decrease in the sales volume of 20% 

P1 Reserves 3,067,276 2,617,951 2,388,233 2,182,975 P1 Reserves 784,006 797,248 757,430 711,875 

Probable Reserves 2,478,844 1,688,730 1,414,132 1,204,524 Probable Reserves 1,833,001 1,339,978 1,148,404 991,879 

Proved + Probable Reserves (2P) 5,546,120 4,306,681 3,802,365 3,387,499 Proved + Probable Reserves (2P) 2,617,007 2,137,226 1,905,834 1,703,754 

Possible Reserves 3,704,765 2,086,255 1,636,539 1,325,126 Possible Reserves 2,010,736 1,309,021 1,076,579 904,318 

Proved + Probable + Possible Reserves 
(P3) 9,250,885 6,392,936 5,438,904 4,712,625 

Proved + Probable + Possible Reserves 
(P3) 4,627,742 3,446,247 2,982,412 2,608,072 
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D. Additional sensitivity analyses for the price of oil and gas 

As a result of the Covid-19 Crisis and the sharp decline in energy product prices recorded in the 
period subsequent to the reporting date, further Cash Flow sensitivity analyses are presented 
below (in USD thousands), regarding oil and natural gas prices. Oil and natural gas prices taken 
used in this calculation for 2020-2024 are based on future Brent and natural gas (NBP) price 
curves, as of March 17, 2020 (Source: Bloomberg), taking into account the hedging transactions 
carried out by Ithaca for 2020 through 2022, as set out in section 1.8.18(C) below. Prices for 2025 
and thereafter reflect a steady increase of 2% per year. Breakdown of oil and natural gas prices 
used in this calculation199: 

 

Oil price as per 
the Brent price 

curve (USD/barrel)  

Oil price for 
sensitivity analysis 
(taking into account 

hedging 
transactions) 
(UDS/barrel)  

Natural gas 
prices as per 

NBP price curve 
(USD/MMBTU)  

Natural gas prices as per 
NBP price curve (taking 

into account hedging 
transactions) (USD per 

MMBTU) 
2020 34.8 52.24 3.03 4.96 
2021 41.1 46.93 4.85 5.48 
2022 44.8 46.97 5.27 5.32 
2023 47.7 47.66 5.27 5.27 
2024 49.8 49.84 5.34 5.34 
2025 50.00 50.00 5.50 5.50 

 

Below are the sensitivity analyses data, based on the parameters listed above (USD thousands): 

  Discounting rate 

Reserves Category 0% 10% 15% 20% 

P1 Reserves 526,942 697,262 719,241 722,575 

Probable Reserves 1,588,687 1,120,065 939,255 791,874 

Proved + Probable Reserves (2P) 2,115,629 1,817,327 1,658,496 1,514,449 

Possible Reserves 1,540,445 1,113,559 950,110 820,946 

Proved + Probable + Possible Reserves (P3) 3,656,074 2,930,886 2,608,606 2,335,395 

 

E. Production Information 

Breakdown of the production data for the Company’s share of all of Ithaca's oil assets 
(consolidated)200:  

 2019 2018 

 Oil Natural gas Condensate Oil 
 (BBL) 

Natural gas 
(MCF) 

Condensate 
(BBL) 

Total output in the period BBL 
15,573,869 

MCF 60,895 BBL 1,515,766 BBL 2,945,713 MCF 14,512 BBL 501,881 

Average price per unit of output  
USD 65.9 /BBL 

USD 28.5 
/BOE 

USD 32.3 
/BOE 

USD 70.6 /BBL 
USD 45.5 

/BOE 
USD 45.9 

/BOE 

Average production costs per 
unit of output 

USD 17.8 
/BOE 

USD 17.8 
/BOE 

USD 17.8 
/BOE 

USD 18.6 
/BOE 

USD 18.6 
/BOE 

USD 18.6 
/BOE 

Third party royalties USD 0.2 /BOE USD 0.2 /BOE USD 0.2 /BOE USD 1.3 /BBL USD 1.3 /BBL USD 1.3 /BBL 

Average net intake per unit of 
output  

USD 47.9 
/BOE 

USD 10.5 
/BOE 

USD 14.3 
/BOE 

USD 50.7 
/BOE 

USD 25.6 
/BOE 

USD 26.0 
/BOE 

Depletion rate in the reporting 
period with respect to the total 
reserves in the oil asset (%) 

11.8% 11.8% 11.8% 9% 9% 9% 

 

199 Other than the change in oil and natural gas prices, and taking into account existing hedging transactions, no other 
changes were made to the discounted cash flow parameters, such as: operational investments, capital investments 
and abandonment costs. 

200 It is noted that the Chevron Transactions was closed on November 8, 2019 with the effective date of the transaction 
being January 1, 2019, and accordingly, the production figures set out in this Report regarding the oil assets 
acquired under the Chevron Transaction, refer to 2019 only. It is further noted that, the production figures for these 
assets, with respect to the period beginning January 1, 2019 and ending November 8, 2019 (closing date of the 
Chevron Transaction) are based on information provided to Ithaca by the Seller. It is also noted that the aggregate 
production rate in the first quarter of 2020 was 75,000 BOEPD, similar to the average daily production rate in 2019. 
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F. Contingent Resources 

Breakdown of the volumes of contingent resources attributed to all of Ithaca's oil assets 
(consolidated). For further information concerning the discounted cash flows resulting from these 
resources, see p. 51 of the Resources Report. 

Contingent resources in all of Ithaca’s oil assets (consolidated) 

 
Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural gas  
(MMCF) 

Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural gas  
(MMCF) 

Gas liquids 
(NGL)  

(MBBL) 
(MBOE) 

Resources Category Resources in oil asset (100%) Company's share in resources  

Low estimate (C1) - 8,267 72,737 - 3,493 23,240 1,048 8,548 

Best estimate (C2) 34,220 31,488 210,174 28,088 17,615 110,989 1,626 66,465 

High estimate (C3) 69,171 54,417 341,059 58,084 29,724 186,506 3,335 123,299 

 

Forward-looking information: there is no certainty that production of any part of the 
contingent resources is possible. 

 

(C) Reconciliation between the data in previous reports with regard to the volume of reserves 
attributed to the oil asset  

On June 16, 2019, the Company published a NSAI Resources Report, which included an 
evaluation of resource as at December 31, 2018, with regard to the oil assets purchased under the 
Chevron Transaction (Ref. No.: 2019-01-050610) (the “Chevron Assets Report”).  

On March 21, 2009, before the Chevron Transaction was signed, the company received a 
resources report for Ithaca's other oil assets, as at December 31, 2018. This report was prepared 
by Sproule International Ltd., the Company's previous reserves evaluator, and was included in the 
Company's 2018 Periodic Report (the “Sproule Report”).  

The NSAI Report, as attached to this Report, includes an estimate of the volume of resources 
attributable to all of Ithaca's oil assets, as at December 31, 2019. 

Breakdown of condensed information concerning the key differences between the current 
resources report and the Sproule Report and the Chevron Assets Report: (the “Previous Reports”), 
in MBOE: 

 at December 31, 2018 

Total 
Output in 

2019 

at 
December 
31, 2019 

at December 
31, 2019 

Total 
Difference 

Change 
(%)   

Sproule 
Report 

Chevron 
Assets 
Report 
(as at 

December 
31, 2018) Total 

Total 
according 

to Previous 
Reports 

Total 
according to 
current NSAI 

Report 
(December 
31, 2019) 

Total P2 Reserves 90,701 131,549 222,250 27,300 194,950 206,275 11,325 Increase of 
6% 

Total C2 Contingent 
Resources 

- 45,618 45,618 - 45,618 66,464 20,846 Increase of 
45% 

Total P2 + C2 
Resources 

90,701 177,167 267,868 27,300 240,568 272,740 32,171 Increase of 
13% 

 

The differences between the data presented in the Previous Reports and that in the current NSAI 
Report, as set out in the foregoing table, are mainly due to: 

(1) Part of the P2 reserves in the GSA Project (17 MBOE), which were attributed by the previous 
reserves valuator for future development in the project fields were reclassified by NSAI as C2 
contingent resources. In addition, NSAI attributed to the GSA Project additional C2 contingent 
resources (12 MMBOE) 

(2) Part of the C2 contingent resources in the Captain Area (29 MMBOE), were reclassified by NSAI 
as P2 reserves. In addition, NSAI attributed to the Captain Field additional P2 reserves which (15 



  

A - 265 

MMBOE), in view of a revision of the recovery factor for the reservoir, based on actual production 
data from the reservoir during 2019201.   

Below is a breakdown of Ithaca's key assets groups. 

(D) Captain Area Assets 

(1) General 

The primary asset in this cluster of assets is the Captain field, that covers an area of 85 sq. km and 
contains heavy oil and natural gas (the “Captain Field”). The Captain Field is divided into three 
areas: (1) Area A, which is the central area of the Field and contains 19 production wells; (2) Area 
B, which is the eastern part of the Field and contains 12 production wells; and (3) Area C , which is 
located in the far eastern part of the Field and contains 3 production wells. These areas fall under 
the P.324 license, in which Ithaca Group holds 85% of the rights.  

In addition to the Captain Field, to the west of the Field area are three non-producing assets (West 
Wick, Nutmeg, Surprise). These assets are located in the areas of two licenses (P.185 West Wick) 
and (P.2356 Nutmeg/Surprise), both of which are wholly owned (100%) by Ithaca Group.  

In the Captain Field Ithaca applies the EOR production method that is designed to increase the 
pressures in the field by injection of sea water into the wells. In addition, this method is intended to 
improve the flow rate of the oil by increasing viscosity by injecting polymers into the wells. As at 
date of approval of the Report, the Captain Field Area A has 3 production wells in which sea water 
injection is used and 5 polymer injection wells. In addition, the Captain Field Area B has 4 
production wells in which sea water injection is used. It is noted that, under the Chevron 
Transaction, a mechanism was provided for polymer use as well as the use of rights that were not 
purchased. 

The crude oil produced from Captain Field is treated via two production and treatment facilities, and 
from there stored in a floating production storage and offloading vessel (below in this section: the 
“Floating Facility”) that is stationed in Area A of the Field and is wholly owned (100%) by the 
partners in the Captain Field (License P.324) From the Floating Facility the crude is transferred to 
shuttle tankers used for marine transport of the crude, and from there directly to customers.  

(2) General Information: 

General Details 

Name of oil asset: Captain  

Location: The Captain Area is located on the UK Continental Shelf 
about 145 km off the UK shoreline, at marine depth of 
105.5 meters.  

Type of oil asset and description of permitted 
operations according to the type 

Exploration, development and production licenses for oil 
and gas resources issued by the UK government 

Original grant date of the oil asset  Captain 
P.324 - Jun 10, 1981 
West Wick 
P.185 - Jul 10, 1972 
Nutmeg, Surprise 
P.2356 - Sept 20, 2018  

Original expiry date of the oil asset: Captain 
P.324 - Mar 15, 2018 
West Wick 
P.185 - March 15, 2018 
Nutmeg, Surprise 
P.2356 - Sept 30, 2022 

Date of decision regarding extension of the 
term of the oil asset:  

Captain 
P.324 - Mar 12, 2018 
West Wick 
P.185 - Mar 12, 2018 

Current expiry date of the oil asset Captain 
P. 324 -   

 

201  It should be noted that in the Captain oil asset, Ithaca applies EOR (Enhanced Oil Recovery) methods to increase 
oil production. 
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General Details 

a producing asset and therefore no expiry date was set. 
The license may expire if production is discontinued for 
12 consecutive months. 
West Wick 
p.185 – June 30, 2023 
Nutmeg, Surprise 
p.2356 – Sept 30, 2022 

Note whether there are additional options for 
extending the term of the oil asset; if such 
option exists - the term of the possible 
extension should be noted: 

P.2356 -   
subject to completing certain operations in the work plan, 
the term of the license may be extended until September 
30, 2026, with an additional extension through to 
September 30, 2044.   

Note name of Operator: IOGL   

Names of the direct partners in the oil asset 
and their direct share in the oil asset and, to the 
best of the Company's knowledge, the names 
of the controlling owners in the partners 

Captain 
P.324: 
Ithaca Group - 85% 
Dana Petroleum (E&P) Limited (“Dana Petroleum”)202 -                   
15% 
West Wick & Nutmeg, Surprise 
P.185 & P.2356:  
Ithaca Group - 100% 

 

General information about the Company's share in the oil asset 

Acquisition Date: The rights were acquired under the Chevron 
Transaction that was signed on May 29, 2019 and is 
valid since January 1, 2019. 

Description of the Company's holding in the oil 
asset 

Through the Company’s holdings (direct) in Ithaca 
shares. 

Effective share of oil asset revenues 
attributable to equity holders of the Company 
(subject to closing of the transaction):  

Captain 
P.324 - 85% 
West Wick & Nutmeg, Surprise 
P.185, P.2356 - 100% 

Total share attributed to the equity holders of 
the Company in the cumulative investment in 
the oil assets in 2019 (whether recognized as an 
expense or as an asset in the financial 
statements):  

78 

 

(3) Operations carried out in the assets prior to holding, and additional information:  

The Captain Field was discovered in 1977 by a third party, and development of the field began in 
1995. In Areas A, B and C, which lie in the license P.324 area, production began in 1997, 2001 and 
2006, respectively.  

The Floating Facility and production and treatment facilities were installed in Area A of the Field in 
1996. In 2000 an additional production and treatment facility was installed, that was connected to 
the first facility in 1996, as aforesaid. In addition, in 2000 a submarine pipeline was installed in Area 
B of the Field. Another submarine pipeline was laid in 2006 to allow further development of Area C 
of the Field. All these facilities are owned by the partners in the Captain Field (License P.324).  

In 2000, IOGL’s rights in the P.324 and P.185 licenses were acquired, and in October 2018 the 
OGA granted IOGL the rights in License P.2356 under a tender. 

In November 2018, the Captain Field partners obtained OGA approval for the field development plans 
that refer to the EOR development method. The development plan will be implemented in two stages 
(Stage A, Area A of the Field and Stage B, Areas B and C of the Field) and includes mainly, an 
undertaking to drill seven additional wells and injection of polymers to the field to accelerate the oil 
recovery rate. As at date of approval of the Report, Stage A of the development plan was completed, 

 

202  To the best of the Company’s knowledge, a wholly-owned private company (100%) of Korea National Oil 
Corporation, the national oil and gas company of South Korea.  
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which included the drilling of five production wells and to polymer injection wells in Area A of the Field, 
excluding the drilling of two of the five wells. The drilling of these two wells was postponed until 2021.  

In 2018, an appraisal well was drilled in the License P.185 (West Wick). At this stage there is no 
mandatory work plan in the license and the feasibility of developing the asset and connecting it to 
the Captain Field systems is still being explored.  

Under the terms of License P.2356 (Nutmeg, Surprise), is a mandatory undertaking to drill an 
exploratory well by September 2022. Failure to comply with this undertaking will cause the rights in the 
license to expire. As at Reporting Date, an exploratory well has not yet been drilled in License P.2356. 

(4) Compliance with Work Schedule:  

To the best of the Company's knowledge, the binding work schedule for the foregoing assets, until 
the date of publication of this report, has been fully implemented.  

(5) Actual and planned work schedule:   

Breakdown of the main operations actually carried out and summary of planned operations:  

Period 
Summary of operations implemented in the 

period and the planned work schedule 

Estimated 
total budget 

for 
operations 

per oil asset  
USD Millions 

Actual participation 
of the Company's 
equity holders in 

the budget  
USD Millions 

2017 •  Area A - Captain Field - further drilling of subsea 
wells and running of a pilot using EOR (Stage A) 

138 

 
- 

2018 • Area A - Captain Field - further drilling of subsea 
wells and polymer injection  

• West Wick - exploratory drilling 

69203 - 

2019   • Area A - Captain Field - completion of Stage A for 
EOR  

92 78 

2020 
onwards 

• Continuing drilling in Area A and upgrading the 
facilities in 

• Areas B and C - Captain Field - approval of plan to 
expand the use of the EOR method in these areas 
and development of the reservoir lower strata 

• Nutmeg, Surprise - decision regarding execution of 
exploratory drilling as per the terms of the license. 

84 

 
550 

71.4 

 
469 

 

Forward-looking information - the information concerning the planned operations in the oil 
field, including with regard to costs, time schedules and actual execution, is forward-
looking information, as defined in the Israel Securities Law, and are based the assessments 
of Ithaca Group that depend, among other things, on third parties, climate conditions, 
economic conditions, regulatory changes, technical capacities, availability of equipment 
and other factors that are not in the Company’s control. Consequently, implementation of 
the work schedule, including timetables and costs, may differ materially from the estimates 
described above. 

(6) Share in the actual expenses and revenues relating to the Captain Area Assets:  

The actual rate of participation in the expenses and revenues regarding the group of assets that 
were attributed to the equity holders of the Company are equivalent to Ithaca’s rights in these 
assets, as specified in the foregoing tables in section (2) above (under General Details), as no 
royalties are paid with regard to these assets to the UK government or third parties, and no other 
derivative royalties whatsoever are paid from the income and expenses.  

 

203 It is noted that this refers to the total budget for the operations described above that was invested in 2018.  
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(7) Description of material agreements between the partners in the Assets:  

A. Captain Field (License P.324) JOA:   

The exploration, development and production operations under License P.324 are carried out through a 
joint operating agreement signed on April 25, 1997 that is amended from time to time (hereinafter in this 
section: the “JOA” or the “Agreement”). As at Reporting Date, the parties to the Agreement are IOGL and 
Dana Petroleum , and its provisions deal, inter alia, with the following matters: regulating the interests of 
the various parties in the oil asset; ownership of the asset; supervision, control and distribution of the risks 
involved in the exploration, development and production of oil and gas in the assets; procedures and 
methods for submitting and approving of work schedules, budgets and AFE authorizations, and for 
executing the operations in the fields that the JOA relates to. The JOA provisions also relate to the 
following matters: the joint venture parties; the role and authority of the designated operator for the asset; 
the joint operating committee, its powers, voting interests and how decisions will be made; exploration, 
development and production decision making mechanisms, and procedures for determining budgets; 
transfer of rights in an oil asset; decommissioning guidelines; obligations; dispute resolution; and 
accounting procedures. It is noted that the JOA permits transfer of participating rights of a party to the 
asset, in whole or in part, only if the transferee has financial and/or technical resources, including if the 
transferee is not a related party. A licensee partner’s right of transfer as aforesaid is subject to the first 
refusal rights of the other partners (other than when transferring to an affiliate of the transferring partner), 
which gives them priority to purchase the rights before they are offered to a third party. 

The Operator (IOGL), will act both as a holder of rights in the asset and on behalf of all the partners 
as the Operator under the supervision of the joint operating committee. The definition of the 
Operator's role includes: (i) submitting and approval of work plans, budgets, and authorizations for 
expenditure (AFE) for the executing the operations in the fields that the JOA applies to, subject to 
the approval of the joint operating committee; (ii) planning, ordering and receiving necessary 
materials and services; (iii) providing technical, accounting and consulting services required for the 
joint operation of the asset 

A party that fails to pay its pro rata share in the joint expenses on time, including advance 
payments and interests, will be considered to be a breaching party ("the Breaching Party"). If the 
breach continues for a period as set in the JOA (usually 6 business days from the Breaching 
Party's receipt of notice of arrears) the non-breaching parties will pay the Breaching Party’s debt 
(pro rata to their interest), and the Breaching Party will not be entitled to receive its share of the oil, 
and this share will become the property of the non-breaching parties, and they will be entitled, 
subject to the procedures set out in the JOA, to collect their due from this share up to full payment 
of the amount in the breach. If the breach continues for longer, as set out in the JOA (exceeds 60 
days), the Breaching Party's rights may be forfeited and allocated among each of the non-
breaching parties pro rata to their holdings. 

Given the fact that IOGL holds 85% of the rights in the JOA, based on a mechanism in the JOA, it will 
make most decisions, other than decisions with regard to waiving part of the areas under the License, 
and any decision that would mean waiving the License, which would require a unanimous decision.  

B. As IOGL wholly owns (100%) the interests in the P.2356 and P.185 licenses, there is no JOA for 
these licenses.  

(8) Resources in the Captain Project 

A. Quantitative data:  

Breakdown of natural gas, oil and condensate reserves in the oil assets included in the Captain 
Field: 

Captain Area reserves 

 
Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural gas 
(MMCF) 

Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural gas  
(MMCF) 

Gas liquids 
(NGL) (MBBL) 

(MBOE) 

Reserves Category Resources in oil asset (100%) Company's share in resources  

P1 Reserves 66,327 -  11,926 56,378 -  1,764 -  56,682 

Probable Reserves 37,393 -  7,141 31,784 -  1,056 -  31,966 

Proved + Probable 
Reserves (P2) 

103,721 -  19,066 88,162 -  2,820 -  88,649 

Possible Reserves 55,528 -  9,725 47,198 -  1,438 -  47,446 

Proved + Probable + 
Possible Reserves 
(P3) 

159,248 -  28,792 135,361 -  4,258 -  136,095 
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Forward-looking information: Possible Reserves are the additional reserves that are not 
expected to be produced to the same extent as Probable Reserves. There is a 10% chance 
that actual quantities produced will be equivalent to or higher than the proved reserves, 
with the addition of the quantity of the probable and possible reserves. 

B. Discounted cash flow data  

Below is a breakdown of the discounted cash flow data resulting from the foregoing reserves 
(below in this section: the “Cash Flows”). The economic parameters used for the Cash Flows are 
based on information and estimates that the Reserves Evaluator received from Ithaca, as set out in 
section 1.8.4(B)(2)B above. 

Note: It is clarified that the discounted cash flow figures, whether they have been calculated 
at a specific discount rate or without a discount rate, represent the present value but not 
necessarily the fair value. 
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Discounted cash flows from proved reserves (P1) in the Captain Area, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue  

Royalty 
payments  

Operating 
expenses 

Developm
ent costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 7,416 448,180 - 165,755 71,422 - 211,003 - 211,003 206,547 202,435 198,624 195,081 
December 31, 2021 6,950 433,158 - 168,339 151,596 - 113,222 - 113,222 104,552 96,937 90,208 84,227 
December 31, 2022 7,160 469,906 - 181,122 135,880 - 152,904 - 152,904 135,315 120,471 107,842 97,019 
December 31, 2023 7,142 501,044 - 185,934 206,854 - 108,256 - 108,256 91,247 77,557 66,425 57,287 
December 31, 2024 7,123 516,525 - 212,346 60,176 - 244,003 - 244,003 196,154 159,330 130,646 108,052 
December 31, 2025 6,945 520,437 - 220,969 1,931 - 297,538 26,784 270,753 206,930 160,171 125,419 99,250 
December 31, 2026 6,274 485,213 - 203,857 23,898 - 257,459 77,238 180,221 131,373 97,203 72,903 55,361 
December 31, 2027 4,293 348,176 - 184,936 28,795 - 134,445 40,333 94,111 65,512 46,390 33,363 24,338 
December 31, 2028 2,548 214,815 - 164,352 - - 50,463 20,185 30,278 20,227 13,770 9,536 6,709 
December 31, 2029 831 73,022 - 68,619 - - 4,403 1,761 2,642 1,708 1,126 756 516 
December 31, 2030 - - - - - 114,528 (114,528) (45,811) (68,717) (41,306) (25,422) (15,985) (10,251) 
December 31, 2031 - - - - - 116,818 (116,818) (46,727) (70,091) (40,126) (23,573) (14,178) (8,713) 
December 31, 2032 - - - - - 119,155 (119,155) (47,662) (71,493) (38,980) (21,858) (12,575) (7,406) 
December 31, 2033 - - - - - 121,538 (121,538) (48,615) (72,923) (37,866) (20,269) (11,154) (6,295) 
December 31, 2034 - - - - - - - - - - - - - 
Subtotal 56,682 4,010,477 - 1,756,229 680,552 472,038 1,101,657 -22,513 1,124,171 1,001,288 884,269 781,831 695,176 
Cash flow for remainder 
of period - - - - - - - - - - - - - 
Total 56,682 4,010,477 - 1,756,229 680,552 472,038 1,101,657 -22,513 1,124,171 1,001,288 884,269 781,831 695,176 

 

Discounted cash flows from probable reserves in the Captain Area, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue  

Royalty 
payments  

Operating 
expenses 

Developm
ent costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 1,568 94,869 - 4,790 - - 90,079 0 90,079 87,825 85,743 83,814 82,021 
December 31, 2021 1,999 124,624 - 7,497 - - 117,127 0 117,127 108,688 101,227 94,594 88,664 
December 31, 2022 2,210 144,944 - 8,640 - - 136,304 0 136,304 120,743 107,583 96,367 86,739 
December 31, 2023 2,566 179,758 - 12,151 - - 167,606 60,545 107,061 90,073 76,407 65,302 56,193 
December 31, 2024 3,394 245,926 - 16,490 - - 229,436 165,764 63,672 50,926 41,164 33,595 27,660 
December 31, 2025 4,136 309,874 - 25,416 - - 284,458 205,902 78,556 60,082 46,538 36,464 28,874 
December 31, 2026 3,972 306,855 - 39,911 - - 266,945 131,402 135,542 98,881 73,215 54,949 41,753 
December 31, 2027 3,043 246,469 - 27,764 - - 218,704 99,533 119,172 82,829 58,563 42,056 30,635 
December 31, 2028 1,919 161,562 - 29,412 - - 132,150 52,860 79,290 52,618 35,597 24,507 17,145 
December 31, 2029 1,830 160,768 - 84,329 - - 76,438 30,575 45,863 28,961 18,686 12,296 8,238 
December 31, 2030 1,918 174,446 - 124,967 - (114,528) 164,007  65,603  98,404  59,140  36,393  22,883  14,675  
December 31, 2031 1,631 153,003 - 120,769 - (116,818) 149,051  59,621  89,431  51,228  30,113  18,123  11,145  
December 31, 2032 1,363 131,842 - 120,856 - (119,155) 130,140  52,056  78,084  42,594  23,896  13,754  8,104  
December 31, 2033 418 41,965 - 40,790 - (121,538) 122,713  49,085  73,628  38,241  20,474  11,270  6,362  
December 31, 2034 - - - - - 123,968  (123,968) (49,587) (74,381) (37,284) (19,295) (10,280) (5,625) 
Subtotal 31,966 2,476,903 - 663,782 - (348,070) 2,161,191  923,360  1,237,831  935,543  736,305  599,694  502,583  
Cash flow for remainder 
of period - - - - - 386,981  (386,981) (154,792) (232,189) (105,581) (49,866) (24,378) (12,300) 
Total 31,966 2,476,903 - 663,782 - 38,911 1,774,210 768,568 1,005,643 829,962 686,439 575,316 490,284 
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Discounted cash flows from proved probable reserves (P2) in the Captain Area, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue  

Royalty 
payments  

Operating 
expenses 

Developm
ent costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 8,984 543,049 - 170,544 71,422 - 301,082 0 301,082 294,372 288,178 282,438 277,101 
December 31, 2021 8,949 557,781 - 175,836 151,596 - 230,349 0 230,349 213,240 198,165 184,801 172,891 
December 31, 2022 9,369 614,850 - 189,762 135,880 - 289,207 0 289,207 256,058 228,054 204,209 183,758 
December 31, 2023 9,708 680,801 - 198,086 206,854 - 275,862 60,545 215,317 181,320 153,964 131,726 113,480 
December 31, 2024 10,517 762,451 - 228,836 60,176 - 473,439 165,764 307,675 247,080 200,494 164,241 135,713 
December 31, 2025 11,081 830,311 - 246,385 1,931 - 581,996 232,686 349,309 267,012 206,709 161,883 128,124 
December 31, 2026 10,246 792,068 - 243,767 23,898 - 524,404 208,640 315,764 230,254 170,418 127,852 97,114 
December 31, 2027 7,336 594,645 - 212,700 28,795 - 353,149 139,866 213,283 148,341 104,952 75,419 54,973 
December 31, 2028 4,467 376,377 - 193,764 - - 182,614 73,045 109,568 72,845 49,366 34,043 23,854 
December 31, 2029 2,661 233,790 - 152,948 - - 80,842 32,337 48,505 30,669 19,813 13,052 8,754 
December 31, 2030 1,918 174,446 - 124,967 - - 49,479 19,792 29,688 17,833 10,971 6,898 4,425 
December 31, 2031 1,631 153,003 - 120,769 - - 32,233 12,893 19,340 11,102 6,540 3,945 2,432 
December 31, 2032 1,363 131,842 - 120,856 - - 10,986 4,394 6,591 3,614 2,038 1,179 698 
December 31, 2033 418 41,965 - 40,790 - - 1,175 470 705 376 206 116 67 
December 31, 2034 - - - - - 123,968 (123,968) (49,587) (74,381) (37,284) (19,295) (10,280) (5,625) 
Subtotal 88,649 6,487,380 - 2,420,011 680,552 123,968 3,262,849  900,847  2,362,002  1,936,831  1,620,574  1,381,525  1,197,759  
Cash flow for remainder 
of period - - - - - 386,981 (386,981) (154,792) (232,189) (105,581) (49,866) (24,378) (12,300) 
Total 88,649 6,487,380 - 2,420,011 680,552 510,950 2,875,868 746,054 2,129,813 1,831,250 1,570,708 1,357,146 1,185,460 
 

Discounted cash flows from possible reserves in the Captain Area, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue  

Royalty 
payments  

Operating 
expenses 

Developme
nt costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 1,596 96,577 - 3,906 - - 92,671 - 92,671 90,391 88,285 86,333 84,517 
December 31, 2021 2,268 141,450 - 6,869 - - 134,582 - 134,582 124,760 116,085 108,378 101,494 
December 31, 2022 2,675 175,613 - 8,139 - - 167,474 66,550 100,924 89,434 79,714 71,427 64,311 
December 31, 2023 3,058 214,527 - 12,596 - - 201,930 113,620 88,311 74,257 62,957 53,779 46,255 
December 31, 2024 3,590 260,282 - 21,071 - - 239,211 117,048 122,163 98,101 79,601 65,204 53,874 
December 31, 2025 3,631 272,106 - 13,691 - - 258,414 103,382 155,032 118,468 91,684 71,781 56,796 
December 31, 2026 3,966 306,654 - 20,413 - - 286,242 114,592 171,650 125,020 92,427 69,266 52,558 
December 31, 2027 3,644 295,472 - 38,930 - - 256,543 102,721 153,821 106,838 75,488 54,176 39,440 
December 31, 2028 3,268 275,336 - 32,628 - - 242,708 97,083 145,625 96,273 64,895 44,525 31,048 
December 31, 2029 2,867 251,551 - 48,258 - - 203,293 81,317 121,976 76,883 49,522 32,533 21,761 
December 31, 2030 2,128 193,163 - 30,018 - - 163,144 65,258 97,887 58,753 36,118 22,693 14,545 
December 31, 2031 1,633 152,856 - 15,653 - - 137,204 54,882 82,322 47,030 27,583 16,568 10,172 
December 31, 2032 1,527 147,577 - 15,406 - - 132,171 52,868 79,302 43,129 24,135 13,861 8,152 
December 31, 2033 2,073 208,190 - 94,529 - - 113,661 45,464 68,196 35,378 18,926 10,412 5,876 
December 31, 2034 2,113 220,243 - 134,065 - (123,968) 210,147 84,059 126,088 62,823 32,332 17,138 9,333 
Subtotal 40,039 3,211,598 - 496,171 - (123,968) 2,839,395 1,098,845 1,740,550 1,247,538 939,752 738,074 600,132 
Cash flow for remainder of 
period 7,408 828,614 - 656,631 - 188,431 -16,448 -6,579 -9,869 36,760 31,011 19,915 11,783 
Total 47,446 4,040,212 - 1,152,803 - 64,463 2,822,947 1,092,265 1,730,681 1,284,298 970,762 757,989 611,916 
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Discounted cash flows from proved + probable + possible reserves (P3) in the Captain Area, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue 

Royalty 
payments  

Operating 
expenses 

Developme
nt costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 10,581 639,626 - 174,451 71,422 - 393,753 - 393,753 384,763 376,463 368,771 361,618 
December 31, 2021 11,218 699,231 - 182,704 151,596 - 364,931 - 364,931 338,000 314,250 293,179 274,385 
December 31, 2022 12,044 790,463 - 197,902 135,880 - 456,682 66,550 390,131 345,492 307,768 275,636 248,069 
December 31, 2023 12,766 895,328 - 210,682 206,854 - 477,793 174,165 303,628 255,577 216,921 185,505 159,736 
December 31, 2024 14,107 1,022,733 - 249,907 60,176 - 712,650 282,812 429,838 345,181 280,095 229,444 189,587 
December 31, 2025 14,712 1,102,417 - 260,076 1,931 - 840,410 336,069 504,341 385,480 298,393 233,665 184,920 
December 31, 2026 14,213 1,098,723 - 264,180 23,898 - 810,645 323,232 487,413 355,274 262,845 197,118 149,672 
December 31, 2027 10,980 890,117 - 251,630 28,795 - 609,692 242,588 367,104 255,180 180,441 129,595 94,413 
December 31, 2028 7,736 651,713 - 226,391 - - 425,322 170,129 255,193 169,118 114,261 78,568 54,902 
December 31, 2029 5,528 485,341 - 201,206 - - 284,135 113,654 170,481 107,552 69,334 45,585 30,515 
December 31, 2030 4,047 367,609 - 154,985 - - 212,624 85,049 127,574 76,586 47,090 29,592 18,970 
December 31, 2031 3,264 305,859 - 136,422 - - 169,437 67,775 101,662 58,132 34,123 20,513 12,604 
December 31, 2032 2,889 279,419 - 136,262 - - 143,157 57,263 85,894 46,743 26,173 15,040 8,850 
December 31, 2033 2,491 250,155 - 135,319 - - 114,836 45,934 68,902 35,754 19,132 10,527 5,943 
December 31, 2034 2,113 220,243 - 134,065 - - 86,179 34,471 51,707 25,539 13,037 6,858 3,708 
Subtotal 128,687 9,698,978 - 2,916,182 680,552 - 6,102,244 1,999,691 4,102,552 3,184,369 2,560,325 2,119,598 1,797,891 
Cash flow for remainder 
of period 7,408 828,614 - 656,631 - 575,412 (403,429) (161,372) (242,058) (68,821) (18,855) (4,463) (516) 
Total 136,095 10,527,592 - 3,572,813 680,552 575,412 5,698,814 1,838,320 3,860,495 3,115,548 2,541,470 2,115,135 1,797,375 
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C. Below are sensitivity analyses for the key parameters that the Cash Flows are composed of 

Sensitivity analysis to changes in sales volume in the Captain Area 

Sensitivity/category 
Discounting rate 

Sensitivity/category 
Discounting rate 

0% 10% 15% 20% 0% 10% 15% 20% 

Increase in sales volume of 10% Decrease in sales volume of 10% 

P1 Reserves 1,238,005 961,500 846,489 750,034 P1 Reserves 1,054,409 824,323 728,081 647,146 

Probable Reserves 1,071,602 715,509 595,280 504,251 Probable Reserves 909,374 645,964 548,771 472,839 

Proved + Probable Reserves (2P) 2,309,607 1,677,009 1,441,769 1,254,285 Proved + Probable Reserves (2P) 1,963,783 1,470,287 1,276,852 1,119,985 

Possible Reserves 1,818,137 1,012,208 787,293 633,181 Possible Reserves 1,626,370 920,474 722,985 586,809 

Proved + Probable + Possible Reserves 
(P3) 4,127,743 2,689,217 2,229,062 1,887,466 

Proved + Probable + Possible Reserves 
(P3) 3,590,153 2,390,761 1,999,837 1,706,794 

Increase in sales volume of 15% Decrease in sales volume of 15% 

P1 Reserves 1,282,982 991,873 872,159 772,065 P1 Reserves 948,435 755,620 672,117 601,033 

Probable Reserves 1,119,565 741,283 613,654 517,368 Probable Reserves 929,877 662,443 562,743 484,515 

Proved + Probable Reserves (2P) 2,402,548 1,733,156 1,485,813 1,289,432 Proved + Probable Reserves (2P) 1,878,313 1,418,064 1,234,860 1,085,548 

Possible Reserves 1,864,368 1,032,220 801,356 643,600 Possible Reserves 1,585,747 901,704 709,832 577,460 

Proved + Probable + Possible Reserves 
(P3) 4,266,916 2,765,377 2,287,169 1,933,032 

Proved + Probable + Possible Reserves 
(P3) 3,464,060 2,319,767 1,944,693 1,663,007 

Increase in sales volume of 20% Decrease in sales volume of 20% 

P1 Reserves 1,326,510 1,023,184 898,587 794,582 P1 Reserves 848,950 695,204 622,870 560,087 

Probable Reserves 1,164,743 764,140 630,140 529,390 Probable Reserves 950,665 673,301 571,938 492,479 

Proved + Probable Reserves (2P) 2,491,253 1,787,324 1,528,727 1,323,972 Proved + Probable Reserves (2P) 1,799,615 1,368,506 1,194,809 1,052,566 

Possible Reserves 1,908,852 1,051,914 815,555 654,262 Possible Reserves 1,534,257 879,063 694,474 566,823 

Proved + Probable + Possible Reserves 
(P3) 4,400,105 2,839,238 2,344,282 1,978,234 

Proved + Probable + Possible Reserves 
(P3) 3,333,872 2,247,569 1,889,282 1,619,389 
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Sensitivity analysis to price changes in the Captain Area 

Sensitivity/category 
Discounting rate 

Sensitivity/category 
Discounting rate 

0% 10% 15% 20% 0% 10% 15% 20% 

Increase in sales volume of 10% Decrease in the sales volume of 10% 

P1 Reserves 1,343,581 1,057,662 937,410 836,128 P1 Reserves 880,023 686,750 604,326 534,708 

Probable Reserves 1,177,089 780,955 646,352 544,992 Probable Reserves 877,471 623,434 529,866 456,304 

Proved + Probable Reserves (2P) 2,520,670 1,838,617 1,583,762 1,381,121 Proved + Probable Reserves (2P) 1,757,494 1,310,184 1,134,192 991,011 

Possible Reserves 1,972,589 1,077,496 834,122 669,412 Possible Reserves 1,478,063 856,663 676,468 550,860 

Proved + Probable + Possible 
Reserves (P3) 4,493,259 2,916,113 2,417,884 2,050,532 

Proved + Probable + Possible 
Reserves (P3) 3,235,557 2,166,846 1,810,660 1,541,871 

Increase in sales volume of 15% Decrease in the sales volume of 15% 

P1 Reserves 1,434,870 1,130,346 1,003,776 897,335 P1 Reserves 660,859 541,587 481,730 429,179 

Probable Reserves 1,284,923 843,258 693,246 580,866 Probable Reserves 934,556 651,872 550,200 470,686 

Proved + Probable Reserves (2P) 2,719,792 1,973,603 1,697,021 1,478,201 Proved + Probable Reserves (2P) 1,595,415 1,193,459 1,031,930 899,865 

Possible Reserves 2,094,516 1,124,886 869,239 697,029 Possible Reserves 1,336,964 788,839 626,687 512,921 

Proved + Probable + Possible 
Reserves (P3) 4,814,308 3,098,489 2,566,260 2,175,230 

Proved + Probable + Possible 
Reserves (P3) 2,932,379 1,982,298 1,658,617 1,412,786 

Increase in sales volume of 20% Decrease in the sales volume of 20% 

P1 Reserves 1,553,611 1,222,383 1,084,587 969,071 P1 Reserves 477,431 408,699 367,091 329,107 

Probable Reserves 1,367,576 887,047 725,930 606,135 Probable Reserves 956,388 663,221 558,441 476,290 

Proved + Probable Reserves (2P) 2,921,187 2,109,430 1,810,517 1,575,206 Proved + Probable Reserves (2P) 1,433,819 1,071,920 925,532 805,397 

Possible Reserves 2,221,825 1,174,944 905,358 724,820 Possible Reserves 1,199,861 727,287 582,668 479,897 

Proved + Probable + Possible 
Reserves (P3) 5,143,012 3,284,374 2,715,876 2,300,026 

Proved + Probable + Possible 
Reserves (P3) 2,633,680 1,799,207 1,508,200 1,285,294 
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D. Additional sensitivity analyses for the price of oil and gas 

As a result of the Covid-19 Crisis and the sharp decline in energy product prices recorded in the 
period subsequent to the reporting date, further Cash Flow sensitivity analyses are presented 
below (in USD thousands), that were based on oil and natural gas prices as set out in section 
1.8.4(B)(2)D above. 

 Discounting rate 

Reserves Category 0% 10% 15% 20% 

P1 Reserves 178,629 253,165 268,157 275,401 

Probable Reserves 826,966 540,711 435,171 351,318 

Proved + Probable Reserves (P2) 1,005,595 793,876 703,329 626,719 

Possible Reserves 814,715 566,522 475,171 405,250 

Proved + Probable + Possible 
Reserves (P3) 

1,820,310 1,360,398 1,178,500 1,031,969 

 

E. Production Information  

Breakdown of output attributable to the Company's share in the Captain Area: 

 2019 

 Oil Natural gas Condensate 

Total output in the period BBL 8,670,695 - - 

Average price per unit of output   USD 67.4 /BBL - - 

Average production costs per unit of output USD 21.8 /BOE - - 

Third party royalties - - - 

Average net intake per unit of output  USD 45.6 /BOE - - 

Depletion rate in the reporting period with respect 
to the total reserves in the oil asset (%) 

8.8% - - 

 

F. Captain Field Contingent Resources 

Breakdown of volume of contingent resources in the Captain Area For further information concerning the discounted cash 
flows resulting from these resources, see p. 57 of the Resources Report. 

Captain Field Contingent Resources 

 
Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural gas  
(MMCF) 

Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural gas  
(MMCF) 

Gas liquids 
(NGL)  

(MBBL) 
(MBOE) 

Resources 
Category 

Resources in oil asset (100%) Company's share in resources  

Low estimate (C1) -    -    -    -    -    -    -    -    

Best estimate (C2) 29,634  2,005  4,237  27,016  2,005  669  -    29,137  

High estimate (C3) 61,026  3,592  8,436  56,181  3,592  1,341  -    60,004  

 

Forward-looking information: There is no certainty that it will be commercially viable to 
produce any percentage of the contingent resources. 

 

(E) GSA Project  

(1) General 

The GSA Project is made up of the on-production Stella and Harrier fields and five additional fields; 
Hurricane, Vorlich, Vorlich West, Courageous and Austen which, as at Reporting Date, are non-
producing. Ithaca UK serves as the Operator for all the licenses, with the exception of the Vorlich 
and Vorlich West licenses, for which the operator is BP Exploration Operating Company Limited 
(“BP Exploration”). In all the GSA Project oil assets, other than Vorlich West, exploratory and 
appraisal drillings were carried out by third parties in the past, and petroleum reserves were 
discovered, as will be detailed below.  

Production from the GSA Project on-production fields is carried out using the floating production 
facility, FPF-1, that is owned by Ithaca (the “Floating Production Facility”). The floating production 
facility is connected to the submarine infrastructure that includes two main pipelines to the UK 
market: the Central Area Transmission System (“CATS”) and the Norpipe pipeline that lies in the 
North Sea and supplies oil to the UK shore, as an alternative to using tankers.  



  

A - 276 

Production from the Stella oil field commenced in February 2017. Ithaca’s total investment in 
establishing the GSA Project production infrastructure and the development of the Stella field 
amounted to USD 700 million.  

In 2018 Ithaca completed the development of the Harrier oil asset and its connection to the floating 
production facility, and in 2019 Ithaca drilled an additional production well in the Stella Field and 
participated in a joint venture with BP for drilling two additional production wells in the Vorlich Field.  

In 2020 Ithaca intends completing the connection of Vorlich Field to the floating production facility 
and to begin acquiring the necessary items for developing the Hurricane oil asset. In the coming 
years Ithaca intends continuing connecting the rest of the GSA Project reservoirs to the floating 
production facility.  

The use of the Floating Production Facility as the key infrastructure of the GSA Project fields 
contributes to lowering the costs involved in development and in production of oil and natural gas 
from the close-by fields, over many years.  

On December 12, 2018, Ithaca closed a transaction to acquire additional interests from its partners 
in the GSA Projects and to date Ithaca Group holds all the rights in the Floating Production Facility 
and all the rights in the GSA Project licenses, other than the Vorlich, Vorlich West and Courageous 
licenses, and all as set out in the table below. In return for the purchase of the additional rights, 
Ithaca paid an amount of USD 190 million and agreed to a new payment schedule for Ithaca’s 
existing debt to Petrofac, in the amount of USD 140 million. Accordingly, on the closing date of the 
transaction, Ithaca paid USD 130 million (net of cash flows received as of the effective date of the 
transaction (January 1, 2018) plus an additional USD 20 million, that constituted an advance 
payment with respect to the existing debt), and this in addition to the remaining payments to 
Petrofac in the amount of about USD 120 million, which will be paid off from 2020 through 2023. In 
addition, one of the sellers is entitled to an additional consideration of up to USD 25 million, which 
is contingent on the performance of the Stella and Harrier reservoirs until 2020. The total 
acquisition costs amounted to USD 132 million.  

(2) General Details 

General Details 

Name of oil asset: The GSA Project includes a cluster of oil fields, as set out 
below, with two on-production reservoirs, Stella and Harrier, 
four assets under development, Hurricane, Vorlich, Austen 
and Courageous, and one exploration phase asset, Vorlich 
West.  

Location: North Sea, some 250 km east of the UK shoreline  

Type of oil asset and description of 
permitted operations according to the type 

Exploration, development and production licenses for oil and 
natural gas resources issued by the UK government 

Original grant date of the oil asset  Stella & Harrier: 

P.011 - Sept 18, 1964 

Austen: 

P.1823 - Jan 10, 2011 

Vorlich: 

P.363 - Dec 17, 1980 

P.1588 - Feb 12, 2009 

Hurricane: 

P.1665 -   Feb 12, 2009 

Courageous: 

P.2397 - Oct 1, 2018 

Vorlich West: 

P.2395 - Oct 1, 2018 
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General Details 

Original expiry date of the oil asset: 

 
Stella & Harrier: 

P.011 - Sept 17, 1970 

Austen: 

P.1823 - Jan 9, 2015 

Vorlich: 

P.363 - Dec 16, 1986 

P.1588 - Nov 11, 2014 

Hurricane: 

P.1665 - Feb 11, 2013 

Courageous: 

P.2397 - Sept 30, 2023 

Vorlich West: 

P.2395 - Sept 30, 2023 

Date of decision regarding extension of the 
term of the oil asset: 

Stella & Harrier: 

P.011 – Sept 17, 2013  

Vorlich: 

P.363 – Dec 16, 2020 

P.1588 – Oct 12, 2018 

Hurricane: 

P.1665 – Nov 30, 2020 

Current expiry date of the oil asset 

 
Stella & Harrier 

P.011 - fields under a production license and therefore no 
expiry date was set. The license may expire if production is 

discontinued for 24 consecutive months. 

Austen 

P.1823 – Mar 9, 2022 

Vorlich 

P.363 - fields under a production license and therefore no 
expiry date was set. The license may expire if production is 
discontinued for a period of 12 consecutive months. 

P.1588 - Feb 11, 2035 (estimate)  

Hurricane 

P.1665 – Nov 30, 2020  

Courageous 

P.2397 – Mar 30, 2023  

Vorlich West 

P.2395 – Sept 30, 2023 

Note whether there are additional options 
for extending the term of the oil asset:  

Austen 

P.1823 - subject to compliance with the terms and conditions 
of the license, the term of the license may be extended 
through to May 9, 2022, with an additional extension through 
to Jan 9, 2037 (estimate only). 

Hurricane: 

P.1665 - subject to completion of certain operations in the 
work plan, the term of the license may be extended through to 
Feb 11, 2035 (estimate only). 

Courageous: 

P.2397 - subject to completion of certain operations in the 
work plan, the term of the license may be extended through to 
Sept 30, 2027, with an additional extension through to Sept 
30, 2045 (estimate only). 

Vorlich West: 

P.2395 - subject to completion of certain operations in the 
work plan, the term of the license may be extended through to 
Sept 30, 2027, with an additional extension through to Sept 
30, 2045 (estimate only). 
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General Details 

Note name of Operator: Ithaca UK serves as the Operator for all the licenses, other 
than the Vorlich and Vorlich West licenses, for which the 

operator is BP Exploration Operating Company Limited 

Names of the direct partners in the oil 
asset and their direct share in the oil asset 
and, to the best of the Company's 
knowledge, the names of the controlling 

shareholders in the partners 
 

Stella & Harrier: 

P.011 - Ithaca Group - 100% 

Austen: 

P.1823 - Ithaca Group - 100% 

Vorlich:  

P.363 (Block 30/1c Lower):  

Ithaca Group - 50% 

BP Exploration - 50% 

P.363 (Block 30/1c Upper): 

Ithaca Group - 20% 

BP Exploration - 80% 

P.1588 - Ithaca Group - 100% 

Hurricane: 

P.1665 - Ithaca Group - 100% 

Courageous: 

P.2397: 

Ithaca Group - 55% 

Zennor North Sea Limited204 - 45%  

Vorlich West: 

P.2395: 

Ithaca Group - 20% 

BP Exploration - 80% 

 

General information about the Company's share in the oil asset 

Acquisition date of the lease for the 
acquired oil asset 

Ithaca first acquired rights in the Stella, Harrier and Hurricane 
licenses in 2008-2009. Ithaca first acquired the rights in the 
other GSA licenses in 2019-2016. 

Description of the Company's holding in 
the oil asset 

Through the Company’s holdings of all of Ithaca shares. 

Effective share of oil asset revenues 
attributable to equity holders of the 
Company: 

Stella & Harrier - 96.67% 

Hurricane -100%  

Austen  -100%  

Vorlich -   34% 

Courageous - 55% 

Vorlich West - 20%  

The total share of equity holders of the 
Company in the cumulative investment in 
the oil assets in 2016 through 2019 
(whether recognized as an expense or as 

an asset in the financial statements): 

Stella/ Harrier – USD 339 million 

Hurricane – USD 8 million 

Austen Field – USD 3   million 

Vorlich Field – USD 99 million 

Courageous Field – USD 0 million 

Vorlich West Field – USD 0 million 

 

(3) Compliance with the work schedule  

To the best of the Company's knowledge, the binding work schedule for the foregoing assets, until 
the date of publication of this report, has been fully implemented.  

 

204 To the best of the Company's knowledge, a private company wholly owned and controlled (100%) indirectly by the 
Kerogen Energy Fund II LP investment fund. 
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(4) Actual and planned work schedule  

Below is a breakdown of the main operations actually carried out in the GSA Project oil and gas 
assets from January 1, 2017 through publication of this Report and of the planned operations:  

Period 
Summary of actual operations in the period or 

of the planned work plan 

Estimated total 
budget for 

operations on 
the level of the 
oil asset (USD 

thousands) 

Actual 
participation of 
the Company's 

equity holders in 
the budget (USD 

thousands) 

2017 • Stella Field: In February 2017, following the 
completion of the offshore preparation work for 
the FPF-1 floating production facility, production 
from the Stella Field commenced  

• Harrier Field: Investment in the Harrier field 
development plan, including execution of the 
sidetrack drilling to the development well 

• Installation of an oil export pipeline from the 
FPF-1 floating production facility and connecting 
it to an existing oil export pipeline to the shore 

• Vorlich Field: Planning and development of the 
Vorlich field 

• Ongoing operation and maintenance. 

 
344,000 

 
188,000 

2018 • Harrier Field: Installation of the submarine 
structures in the Harrier field were completed to 
allow the production from the field to start. 

•  Vorlich Field as part of advancing the field 
development plan  

 
 
 

38,000 

 
 
 

21,000 

2019  • Vorlich Field: Completion of planning and 
development of Vorlich field, including drilling of 
two production wells  

• Stella Field: Completing drilling of an additional 
well in the Stella Field, the purpose of the well is 
to increase production from the field.  

• Engineering work in the Austen, Hurricane and 
Courageous fields 

 
235,000 

 
117,000 

2020 
onwards 

• To complete connecting the Vorlich reservoir 
and begin commercial production 

• To begin necessary operations for developing 
the Hurricane oil asset  

• Engineering work in the Austen and 
Courageous fields 

 
75,500 

 

 
45,140 

 

 

Forward-looking information - the foregoing estimates concerning the planned operations in 
the GSA Project, including with regard to costs, time schedules and actual execution are 
forward-looking information, as defined in the Israel Securities Law, and are based the 
assessments of Ithaca Group that depend, among other things, on third parties, climate 
conditions, economic conditions, regulatory changes, technical capacities, availability of 
equipment and other factors that are not in the Company’s control. Consequently, 
implementation of the work schedule, including timetables and costs, may differ materially 
from the estimates described above. 

(5) Further information concerning the GSA Project 

A. Stella/Harrier oil field:  

There are two fields in the Stella/Harrier area oil field: The Stella field, discovered by a third party in 
1979, covers an area of 22 sq. km and contains oil, natural gas and condensate, and the Harrier 
field, discovered by a third party in 2002, lies about 10 km south of the Stella field, and contains a 
reservoir of oil and gas. As at Reporting Date, Ithaca holds all the rights (100%) in the asset and 
serves as the Operator.  

Ithaca first acquired rights to 66.67% of the Stella/Harrier fields in 2008 from third parties, and 
under the transaction undertook to pay the sellers an overriding royalty of 5% for the rights 
purchased from them (i.e. 3.33%). Ithaca acquired the remaining rights in the license in 2018. 



  

A - 280 

Prior to the acquisition of the rights, third parties carried out 10 exploratory and appraisal drillings in 
the license area.   

In the Stella field, in 2013-2015, Ithaca completed drilling of five development wells and began 
production from the field via the FPF-1 in February 2017. Ithaca's total investment in the Stella field 
development plan amounted to USD 700 million.  

Implementation of the Harrier field development plan began in early 2017. The development 
included one drilling that consisted of two sidetracks into two target layers, which were completed 
in September 2017. In 2018, installation of a 7.5 km long submarine pipeline was completed, 
connecting the field to the Floating Production Facility. Initial production from the Harrier field 
began in July 2018. Ithaca's total investment in the Harrier field development plan amounted to 
USD 62 million (for 66.67% of the participating interests).  

B. Hurricane oil field:  

The rights in the Hurricane field (100%), which is located about 10 km west of the Stella and 
Harrier fields, were granted to Ithaca by the UK authorities in 2009. The existing reservoir in the oil 
field was discovered by a third party in 1995, and it contains natural gas and condensate. In 2012, 
Ithaca conducted appraisal drilling in the field, and production verification tests. In 2020 Ithaca 
plans to submit a detailed development plan to the Authority that supervises operations in the field, 
according to which production from this field is planned to begin in 2022.  

C. Vorlich oil field:  

The Vorlich field, discovered by third parties in 2014, lies in the area of two licenses, the Vorlich 
(P363) license (“Vorlich-1”) and Vorlich (P1588) license (“Vorlich-2”). Vorlich-1 is divided into two 
blocks: Block 30/1c Lower and Block 30/1c Upper; in each of which Ithaca has different interests, 
as set out in the foregoing table ("Vorlich Field").  

Ithaca acquired the rights in the Vorlich licenses from third parties in 2016. The area in which the 
Vorlich Field is located is subject to a unitisation agreement uniting Vorlich-1 and Vorlich-2 
licenses, which was signed on September 2018 between Ithaca and BP Exploration, which is the 
operator in the Vorlich licenses. Under the agreement it was agreed that, inter alia, Ithaca's 
interests and liabilities in the Vorlich licenses will be 34%. For further information regarding this 
agreement, see section 1.8.4(D)(7)B below. 

The Vorlich field contains light oil, and is located about 10 km north of the Stella field. Once the 
exploration and appraisal plan was completed in 2014, ongoing and focused assessments were 
made in order to formulate an optimal development plan for the field. In 2018, a detailed plan was 
submitted for the development of the field, which was approved by the competent authority. The 
development plan for the field includes the drilling of two production wells in 2019, as well as 
connecting the wells to the Floating Production Facility via new submarine infrastructure in 2020. 
The Company estimates that initial production from this field is expected to begin in 2020. Ithaca's 
approved investment budget for the Vorlich field development plan is USD 85 million It is noted that 
BP Exploration will be responsible for the development and operation of these wells and Ithaca will 
be responsible for laying the pipeline and connecting to the Floating Production Facility.  

D. Austen oil field:  

The existing reservoir in the Austen oil field, located close to the Stella and Harrier fields, was 
discovered by third parties in 1990, and contains oil, gas and condensate reserves. Since its 
discovery in 1990 and until 2012, five exploratory and appraisal wells were drilled in the field by 
third parties. In 2016, Ithaca purchased 75% of the participation rights in the license, and in May 
2017 Ithaca acquired the remaining rights from a third party. As a result, Ithaca currently holds all 
of the rights in the license and serves as its Operator. In 2020, Ithaca plans to conduct engineering 
tests in preparation for drilling a development well and construction of the submarine facilities, in 
order to appraise and formulate an optimal development plan for the field. Production begins from 
the Austen field is expected to begin only after the start of production from the Vorlich and 
Hurricane fields. 

E. Courageous oil asset:  

The existing reservoir in the Courageous oil field, was discovered in the past by third parties, and 
contains oil, natural gas and condensate reserves. In the past, six exploratory and appraisal 
drillings were carried out in the field by third parties, the last of which was in 2014. Ithaca was 
granted 55% of the rights in the license, by the UK authorities in 2018. The remaining rights are 
held by a third party, and Ithaca serves as Operator. In 2020, Ithaca plans to carry out engineering 
tests in the field to locate the optimal point for drilling two development wells. The field 
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development plan includes submarine connection to the Floating Production Facility, similar to the 
other GSA project fields. Production is expected to begin in the Courageous field only after the start 
of production from the Hurricane field. 

F. Vorlich West License:  

The Vorlich West license is an exploratory phase oil field. Seismic surveys were conducted in the 
Vorlich West field in the past and based on the information collected, Ithaca estimates that it 
probably that hydrocarbons will be discovered in the field. In 2019, Ithaca began analyzing existing 
data on the field is planned, in order to evaluate and formulate an exploration plan. This analysis 
will be completed in 2020.  

(6) Actual share in the expenses and income of the GSA Project 

The actual rate of participation in the income and expenses of the Hurricane, Austen, Vorlich, 
Courageous and Vorlich West oil fields that is attributed to the equity holders of the Company are 
equivalent to Ithaca’s rights in these fields, as specified in the foregoing tables in subsection (2) 
above (under General Details), as no royalties are paid with regard to these assets to the UK 
government or third parties, and no other derivative royalties whatsoever are paid from the income 
and expenses. 

The actual rate of participation in the income and expenses of the Stella/Harrier oil field are as set 
out in the table below: 

Participation rate % 
Percentage 

grossed up to 100%  Explanations 

Actual rate attributable to equity 
holders of the Company in the oil 

asset 

100% 100%  

Actual rate attributable to equity 
holders of the Company in 
revenues from the oil asset 

96.67% 96.67%  A royalty of 5% for 66.67% of 
the rights (i.e., net 3.33%) is 
paid to third parties from which 
the rights were purchased. 

Actual share of expenses for 
exploration, development, and 
production in the oil field, 
attributable to equity holders of 

the Company 

100% 100%  

 

(7) Description of material agreements between the partners in the GSA Project  

A. Subsequent to the acquisition of the additional rights in the GSA Project in December 2018, Ithaca 
holds all the rights (100%) in the GSA Project licenses, other than in the Vorlich, Vorlich West and 
Courageous fields. In the licenses in which Ithaca has partners, a joint operating agreement was 
signed, regulating the exploration, development and production operations between the partners in 
the oil fields (below in this section: the “JOA” or “The Agreement”). The provisions of the JOA deal 
with, among other things, the following matters: regulating the interests of the various parties in the 
oil asset; ownership of the asset; supervision, control and risks involved in the exploration, 
development and production of oil and natural gas in the assets; procedures and methods for 
submitting and approving of work schedules, budgets and authorizations, and for executing the 
operations in the fields that the JOA relates to. In addition, the JOAs define, among other things, 
the duties and powers of the Operator; the joint operating committee, its powers, voting interests 
and how decisions will be made; exploration, development and production decision making 
mechanisms, and procedures for determining budgets; exchange and transfer of rights in an oil 
asset; decommissioning guidelines; obligations; dispute resolution; and accounting procedures. 

The relevant operator of each oil asset, that also holds interests in the oil asset, will act both as a 
holder of rights in the asset and on behalf of all the partners in the oil asset as an operator under 
the supervision of the joint operating committee. The definition of the operator's role includes: (i) 
submitting and approval of work plans, budgets, and authorizations for expenditure (AFE) for the 
executing the operations in the fields that the JOA applies to, subject to the approval of the joint 
operating committee; (ii) planning, ordering and receiving necessary materials and services; (iii) 
providing technical, accounting and consulting services required for the joint operation of the asset 

A party that fails to pay its pro rata share in the joint expenses on time, including advance 
payments and interests, will be considered to be a breaching party ("the Breaching Party"). If the 
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breach continues for a period as set in the JOA (usually 3-6 business days from the Breaching 
Party's receipt of notice of arrears) the non-breaching parties will pay the Breaching Party’s debt 
(pro rata to their interest), and the Breaching Party will not be entitled to receive its share of the 
output, and this share will become the property of the non-breaching parties, and they will be 
entitled, subject to the procedures set out in the JOA, to collect their due from this share up to full 
payment of the amount in the breach. If the breach continues for longer, as set out in the JOA 
(usually between 30 and 60 days), the Breaching Party's rights may be forfeited and allocated 
among each of the non-breaching parties pro rata to their holdings. 

B. Furthermore, the Vorlich field is subject to a pre-development and pre-license consolidation 
agreement (in this section: the “Agreement”), which applies to Ithaca and BP Exploration, the 
holders of the interests in the license. The Agreement stipulates, among other things, that the rate 
of Ithaca's rights and liabilities in the Vorlich license will be 34% The provisions of the Agreement, 
inter alia, deal with the following matters: the duties and powers of the operator in the asset, the 
withdrawal of the operator and removal as operator; the powers, duties and composition of the joint 
operating committee, the direction and management of pre-development operations; work plans 
and budgets for pre-development activities; the rights of the parties to the Agreement and costs of 
pre-development activities; provisions relating to the engagement in a license consolidation 
agreement which will take effect after receiving approval of the development plan; sanctions 
imposed on the parties to the Agreement and the conditions for such imposition; provisions and 
conditions regarding transfer and reassignment of rights under the Agreement; and provisions 
regarding the exchange of information between the parties to the Agreement; and provisions 
regarding the correlation between the provisions of the Agreement and the provisions of other 
agreements signed by the partners.  

(8) Resources in the GSA Project 

A. Quantitative data  

Breakdown of volume of reserves attributed to the GSA Project according to the NSAI Report. 

GSA Project Reserves 

 
Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural gas  
(MMCF) 

Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural gas  
(MMCF) 

Gas liquids 
(NGL)  

(MBBL) 
(MBOE) 

Reserves Category Resources in oil asset (100%) Company's share in resources  

P1 Reserves 0 10,341 129,831 0 6,359 71,366 3,682 22,345 

Probable Reserves 0 6,816 69,066 0 4,118 42,842 2,007 13,511 

Proved + Probable 
Reserves (P2) 

0 17,157 198,897 0 10,477 114,209 5,688 35,856 

Possible Reserves 0 8,969 77,050 0 5,376 51,527 2,282 16,542 

Proved + Probable + 
Possible Reserves 
(P3) 

0 26,126 275,947 0 15,853 165,736 7,970 52,398 

 

B. Discounted cash flow data  

Below is a breakdown of the discounted cash flow data resulting from the foregoing reserves 
(below in this section: the “Cash Flows”). The economic parameters used for the Cash Flows are 
based on information and estimates that the Reserves Evaluator received from Ithaca, as set out in 
section 1.8.4(B)(2)B above. 
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Discounted cash flows from proved reserves (P1) in the GSA Project, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue  

Royalty 
payments  

Operating 
expenses 

Developm
ent costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 3,933 149,417 3,194 58,402 45,140 - 42,681 0 42,681 41,372 40,165 39,048 38,011 

December 31, 2021 4,505 210,490 1,901 46,400 139,230 - 22,959 0 22,959 21,247 19,739 18,401 17,208 

December 31, 2022 5,224 238,018 3,123 51,765 40,576 - 142,554 0 142,554 126,187 112,359 100,584 90,486 

December 31, 2023 3,282 151,837 2,161 50,159 - - 99,517 0 99,517 84,182 71,780 61,650 53,301 

December 31, 2024 2,084 95,143 1,717 48,915 - - 44,511 0 44,511 35,864 29,193 23,986 19,876 

December 31, 2025 1,496 68,262 1,449 45,394 - - 21,419 1,928 19,491 14,926 11,576 9,081 7,199 

December 31, 2026 1,142 52,360 1,252 39,348 - - 11,760 3,528 8,232 6,031 4,484 3,378 2,577 

December 31, 2027 679 31,743 748 28,675 - - 2,320 696 1,624 1,146 821 598 441 

December 31, 2028 - - - - - 62,844 (62,844) (25,138) (37,706) (23,987) (15,573) (10,299) (6,928) 

December 31, 2029 - - - - - 64,101 (64,101) (25,640) (38,460) (23,301) (14,440) (9,135) (5,889) 

December 31, 2030 - - - - - - - - - - - - - 

December 31, 2031 - - - - - - - - - - - - - 

December 31, 2032 - - - - - - - - - - - - - 

December 31, 2033 - - - - - - - - - - - - - 

December 31, 2034 - - - - - - - - - - - - - 

Subtotal 22,345 997,271 15,544 369,059 224,946 126,945 260,776 (44,626) 305,402 283,667 260,104 237,291 216,281 

Cash flow for remainder 
of period - - - - - - - - - - - - - 

Total 22,345 997,271 15,544  369,059 224,946 126,945 260,776 (44,626) 305,402 283,667 260,104 237,291 216,281 

 

Discounted cash flows from probable reserves in the GSA Project, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue  

Royalty 
payments  

Operating 
expenses 

Developme
nt costs 

Abandonme
nt costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 810 34,533 629 (63) - - 33,968 - 33,968 32,861 31,843 30,906 30,038 

December 31, 2021 1,813 90,935 901 (1,233) - - 91,267 - 91,267 84,786 79,051 73,946 69,379 

December 31, 2022 907 55,957 (364) 7,065 - - 49,256 - 49,256 43,619 38,854 34,794 31,310 

December 31, 2023 1,922 93,303 1,003 5,681 - - 86,619 40,852 45,766 38,427 32,534 27,753 23,838 

December 31, 2024 2,035 94,441 1,617 4,866 - - 87,958 46,381 41,577 33,507 27,280 22,418 18,579 

December 31, 2025 1,332 62,934 1,101 4,820 - - 57,013 29,430 27,584 21,181 16,469 12,951 10,290 

December 31, 2026 977 46,905 893 6,658 - - 39,354 16,808 22,546 16,456 12,191 9,154 6,959 

December 31, 2027 993 43,163 1,137 16,962 - - 25,063 10,149 14,914 10,437 7,427 5,366 3,931 

December 31, 2028 1,348 65,587 1,660 45,667 - (62,844) 81,104 32,441 48,662 31,259 20,493 13,688 9,299 

December 31, 2029 1,094 54,311 - 45,767 - (64,101) 71,180 28,472 42,708 25,996 16,187 10,289 6,665 

December 31, 2030 279 14,130 - 13,272 - 0 517 207 310 191 121 78 51 

December 31, 2031 - - - - - 66,690 (66,690) (26,676) (40,014) (22,753) (13,280) (7,938)  (4,850) 

December 31, 2032 - - - - - 68,024 (68,024) (27,210) (40,815) (22,103) (12,315) (7,041) (4,122) 

December 31, 2033 - - - - - - - - - - - - - 

December 31, 2034 - - - - - - - - - - - - - 

Subtotal 13,511 656,198 10,383 149,463 - 7,770 488,582 150,855 337,728 293,865 256,855 226,363 201,368 

Cash flow for remainder of 
period - - - - - - - - - - - - - 

Total 13,511 656,198 10,383  149,463 - 7,770 488,582 150,855 337,728 293,865 256,855 226,363 201,368 
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Discounted cash flows from proved + probable reserves (P2) in the GSA Project, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue  

Royalty 
payments  

Operating 
expenses 

Developm
ent costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 4,744 183,950 3,823 58,339 45,140 - 76,649 0 76,649 74,232 72,008 69,953 68,048 

December 31, 2021 6,318 301,426 2,803 45,167 139,230 - 114,226 0 114,226 106,034 98,790 92,347 86,587 

December 31, 2022 6,131 293,975 2,759 58,830 40,576 - 191,810 0 191,810 169,806 151,213 135,378 121,796 

December 31, 2023 5,204 245,140 3,164 55,840 - - 186,135 40,852 145,283 122,609 104,313 89,402 77,139 

December 31, 2024 4,119 189,584 3,334 53,781 - - 132,469 46,381 86,088 69,370 56,473 46,404 38,455 

December 31, 2025 2,828 131,196 2,550 50,214 - - 78,432 31,358 47,074 36,107 28,044 22,032 17,489 

December 31, 2026 2,119 99,265 2,145 46,006 - - 51,114 20,336 30,778 22,488 16,675 12,533 9,536 

December 31, 2027 1,673 74,905 1,885 45,637 - - 27,383 10,845 16,538 11,583 8,248 5,964 4,372 

December 31, 2028 1,348 65,587 1,660 45,667 - - 18,260 7,304 10,956 7,272 4,921 3,389 2,371 

December 31, 2029 1,094 54,311 - 45,767 - - 7,079 2,832 4,248 2,695 1,747 1,154 776 

December 31, 2030 279 14,130 - 13,272 - - 517 207 310 191 121 78 51 

December 31, 2031 - - - - - 66,690 (66,690) (26,676) (40,014) (22,753) (13,280) (7,938) (4,850) 

December 31, 2032 - - - - - 68,024 (68,024) (27,210) (40,815) (22,103) (12,315) (7,041) (4,122) 

December 31, 2033 - - - - - - - - - - - - - 

December 31, 2034 - - - - - - - - - - - - - 

Subtotal 35,856 1,653,468 25,927 518,522 224,946 134,715 749,359 106,229 643,130 577,532 516,959 463,654 417,649 

Cash flow for remainder 
of period - - - - - - - - - - - - - 

Total 35,856 1,653,468 25,927 518,522 224,946 134,715 749,359 106,229 643,130 577,532 516,959 463,654 417,649 

 

Discounted cash flows from possible reserves in the GSA Project, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue  

Royalty 
payments  

Operating 
expenses 

Developm
ent costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 422 19,743 245 (1,331) - - 20,829 - 20,829 20,318 19,846 19,409 19,003 

December 31, 2021 938 60,384 (275) (9,426) - - 70,085 - 70,085 64,883 60,292 56,216 52,579 

December 31, 2022 855 61,364 (770) (6,093) - - 68,227 37,894 30,333 26,857 23,920 21,418 19,271 

December 31, 2023 648 50,320 (1,195) 3,287 - - 48,228 44,578 3,650 3,227 2,864 2,552 2,283 

December 31, 2024 1,183 59,968 317 9,766 - - 49,884 25,985 23,899 18,926 15,150 12,248 9,991 

December 31, 2025 2,347 111,281 2,456 11,142 - - 97,684 39,069 58,615 44,760 34,617 27,084 21,416 

December 31, 2026 1,927 91,485 2,190 12,188 - - 77,107 30,790 46,317 33,827 25,073 18,837 14,327 

December 31, 2027 1,403 72,704 1,647 8,724 - - 62,333 24,851 37,481 25,976 18,316 13,119 9,533 

December 31, 2028 1,150 56,170 1,418 7,218 - - 47,534 19,014 28,521 18,864 12,721 8,732 6,091 

December 31, 2029 1,006 50,109 1,302 6,918 - - 41,890 16,756 25,134 15,829 10,188 6,688 4,470 

December 31, 2030 1,515 76,732 2,181 38,797 - - 35,755 14,302 21,453 12,880 7,920 4,977 3,191 

December 31, 2031 1,551 79,970 2,317 51,458 - (66,690) 92,886 37,154 55,731 31,744 18,560 11,113 6,801 

December 31, 2032 1,310 69,281 2,132 55,778 - (68,024) 79,395 31,758 47,637 25,873 14,456 8,288 4,866 

December 31, 2033 285 15,509 512 14,805 - - 192 77 115 62 34 19 11 

December 31, 2034 - - - - - 70,772 (70,772) (28,309) (42,463) (21,429) (11,160) (5,981) (3,291) 

Subtotal 16,542 875,022 14,476 203,233 - (63,942) 721,256 293,918 427,337 322,596 252,797 204,720 170,542 

Cash flow for remainder 
of period - - 0 0 - 72,188 (72,188) (28,875) (43,313) (20,816) (10,348) (5,305) (2,798) 

Total 16,542 875,022 14,475 203,233 - 8,246 649,068 265,043 384,024 301,779 242,449 199,415 167,745 
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Discounted cash flows from proved + probable + possible reserves (P3) in the GSA Project, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue  

Royalty 
payments  

Operating 
expenses 

Developm
ent costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 5,165 203,693 4,067 57,008 45,140 - 97,478 - 97,478 94,550 91,855 89,363 87,051 

December 31, 2021 7,256 361,810 2,528 35,741 139,230 - 184,311 - 184,311 170,916 159,081 148,563 139,166 

December 31, 2022 6,986 355,339 1,989 52,738 40,576 - 260,037 37,894 222,143 196,663 175,133 156,796 141,067 

December 31, 2023 5,852 295,460 1,970 59,128 - - 234,363 85,430 148,933 125,836 107,178 91,955 79,422 

December 31, 2024 5,302 249,552 3,651 63,548 - - 182,353 72,366 109,987 88,296 71,624 58,652 48,446 

December 31, 2025 5,175 242,477 5,005 61,356 - - 176,116 70,426 105,689 80,867 62,661 49,116 38,905 

December 31, 2026 4,046 190,750 4,335 58,195 - - 128,220 51,126 77,095 56,314 41,748 31,370 23,863 

December 31, 2027 3,076 147,609 3,532 54,361 - - 89,716 35,697 54,019 37,559 26,564 19,083 13,905 

December 31, 2028 2,498 121,757 3,078 52,885 - - 65,794 26,318 39,477 26,136 17,642 12,120 8,462 

December 31, 2029 2,100 104,420 2,766 52,685 - - 48,969 19,588 29,381 18,524 11,934 7,842 5,247 

December 31, 2030 1,794 90,863 2,522 52,069 - - 36,271 14,509 21,763 13,071 8,041 5,055 3,242 

December 31, 2031 1,551 79,970 2,317 51,458 - - 26,195 10,478 15,717 8,991 5,280 3,175 1,952 

December 31, 2032 1,310 69,281 2,132 55,778 - - 11,371 4,548 6,822 3,770 2,142 1,247 743 

December 31, 2033 285 15,509 512 14,805 - - 192 77 115 62 34 19 11 

December 31, 2034 - - - - - 70,772 (70,772) (28,309) (42,463) (21,429) (11,160) (5,981) (3,291) 

Subtotal 52,398 2,528,490 40,403 721,755 224,946 70,772 1,470,614  400,147  1,070,467  900,128  769,756  668,374  588,191  

Cash flow for remainder 
of period - - - - - 72,188 (72,188) (28,875) (43,313) (20,816) (10,348) (5,305) (2,798) 

Total 52,398 2,528,490 40,403 721,755 224,946 142,960 1,398,426 371,272 1,027,154 879,311 759,408 663,069 585,393 
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C. The following are sensitivity analyses for key parameters that make up Cash Flows (USD thousands) 

Sensitivity analysis to changes in sales volume in the GSA Project, 

Sensitivity/category 
Discounting rate 

Sensitivity/category 
Discounting rate 

0% 10% 15% 20% 0% 10% 15% 20% 

Increase in sales volume of 10% Decrease in sales volume of 10% 

P1 Reserves 363,657 304,037 277,286 253,279 P1 Reserves 245,402 220,191 205,131 190,626 

Probable Reserves 350,419 265,479 234,433 209,090 Probable Reserves 331,488 246,192 211,666 183,041 

Proved + Probable 
Reserves (2P) 714,076 569,516 511,719 462,370 

Proved + Probable 
Reserves (2P) 576,890 466,383 416,797 373,667 

Possible Reserves 414,292 265,705 218,119 182,732 Possible Reserves 351,505 217,125 178,781 150,975 

Proved + Probable + 
Possible Reserves (P3) 1,128,368 835,221 729,838 645,102 

Proved + Probable + 
Possible Reserves (P3) 928,394 683,507 595,578 524,643 

Increase in sales volume of 15% Decrease in sales volume of 15% 

P1 Reserves 390,703 326,544 297,985 272,421 P1 Reserves 223,747 202,409 188,810 175,539 

Probable Reserves 359,041 267,728 235,897 210,289 Probable Reserves 316,939 235,869 202,072 173,983 

Proved + Probable 
Reserves (2P) 749,744 594,271 533,882 482,709 

Proved + Probable 
Reserves (2P) 540,686 438,279 390,882 349,522 

Possible Reserves 431,044 278,903 228,968 191,653 Possible Reserves 337,768 207,192 170,776 144,492 

Proved + Probable + 
Possible Reserves (P3) 1,180,788 873,174 762,849 674,362 

Proved + Probable + 
Possible Reserves (P3) 878,454 645,470 561,658 494,014 

Increase in sales volume of 20% Decrease in sales volume of 20% 

P1 Reserves 416,943 346,941 316,646 289,730 P1 Reserves 201,957 184,465 172,328 160,293 

Probable Reserves 368,024 273,189 240,395 214,102 Probable Reserves 300,483 223,935 190,898 163,409 

Proved + Probable 
Reserves (2P) 784,967 620,130 557,041 503,832 

Proved + Probable 
Reserves (2P) 502,440 408,401 363,226 323,702 

Possible Reserves 447,088 289,329 237,580 198,895 Possible Reserves 326,144 198,620 164,076 139,261 

Proved + Probable + 
Possible Reserves (P3) 1,232,055 909,459 794,622 702,728 

Proved + Probable + 
Possible Reserves (P3) 828,584 607,021 527,302 462,963 
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Sensitivity analysis to price changes in the GSA Project,  

Sensitivity/category 
Discounting rate 

Sensitivity/category 
Discounting rate 

0% 10% 15% 20% 0% 10% 15% 20% 

Increase in sales volume of 10% Decrease in sales volume of 10% 

P1 Reserves 386,659 326,155 297,520 271,571 P1 Reserves 213,971 194,917 182,867 170,994 

Probable Reserves 352,622 263,957 231,604 205,462 Probable Reserves 338,140 248,989 214,708 186,317 

Proved + Probable 
Reserves (2P) 739,282 590,111 529,123 477,034 

Proved + Probable 
Reserves (2P) 552,111 443,906 397,575 357,311 

Possible Reserves 433,377 269,474 219,707 183,300 Possible Reserves 332,211 217,024 180,820 153,789 

Proved + Probable + 
Possible Reserves (P3) 1,172,659 859,585 748,830 660,333 

Proved + Probable + 
Possible Reserves (P3) 884,321 660,930 578,396 511,100 

Increase in sales volume of 15% Decrease in sales volume of 15% 

P1 Reserves 422,483 355,611 324,578 296,596 P1 Reserves 176,988 164,523 155,395 146,066 

Probable Reserves 364,491 269,833 235,899 208,688 Probable Reserves 323,205 237,829 204,331 176,480 

Proved + Probable 
Reserves (2P) 786,974 625,444 560,477 505,284 

Proved + Probable 
Reserves (2P) 500,193 402,352 359,726 322,546 

Possible Reserves 461,458 285,453 231,856 192,764 Possible Reserves 310,746 207,428 174,169 149,060 

Proved + Probable + 
Possible Reserves (P3) 1,248,432 910,897 792,332 698,048 

Proved + Probable + 
Possible Reserves (P3) 810,939 609,780 533,895 471,606 

Increase in sales volume of 20% Decrease in sales volume of 20% 

P1 Reserves 452,515 380,386 347,442 317,863 P1 Reserves 142,092 137,433 130,939 123,737 

Probable Reserves 382,584 280,712 244,669 215,919 Probable Reserves 304,168 220,643 188,651 162,218 

Proved + Probable 
Reserves (2P) 835,099 661,099 592,111 533,782 

Proved + Probable 
Reserves (2P) 446,260 358,076 319,591 285,955 

Possible Reserves 488,719 299,706 242,698 201,254 Possible Reserves 295,137 202,896 171,640 147,598 

Proved + Probable + 
Possible Reserves (P3) 1,323,817 960,804 834,809 735,036 

Proved + Probable + 
Possible Reserves (P3) 741,397 560,972 491,231 433,553 
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D. Additional sensitivity analyses for the price of oil and gas (USD thousands) 

As a result of the Covid-19 Crisis and the sharp decline in energy product prices recorded in the 
period subsequent to the reporting date, further Cash Flow sensitivity analyses are presented 
below (in USD thousands), that were based on oil and natural gas prices as set out in section 
1.8.4(D)(8)C above. 

  Discounting rate 

Reserves Category  0% 10% 15% 20% 

P1 Reserves 157,130 152,456 146,416 139,664 

Probable Reserves 294,123 214,110 183,184 157,563 

Proved + Probable Reserves (2P) 451,253 366,566 329,600 297,227 

Possible Reserves 264,634 187,903 160,774 139,527 

Proved + Probable + Possible Reserves (P3) 715,887 554,469 490,374 436,754 

 

E. Production Information  

Production data for the GSA Project, attributable to the Company: 

 2019 2018 

 Oil Natural gas Condensate Oil Natural gas Condensate 

Total output in the period 
BBL 789,382 

18,668 

MCF 

664,820 

BBL 

694,486 

BBL 

12,607 

MCF 

501,881 

BBL 

Average price per unit of output   USD 64.6 /BBL 
USD 28.3 

/BOE 
USD 36.6 

/BOE 
USD 73.74 

USD 23.59 
/BOE 

USD 46.19 

Average production costs per unit of 
output 

USD 18.6 
/BOE 

USD 18.6 
/BOE 

USD 18.6 
/BOE 

USD 12.8 
/BOE 

USD 12.8 
/BOE 

USD 12.8 
/BOE 

Third party royalties USD 1.3 /BOE USD 1.3 /BOE USD 1.3 /BOE USD 1.3 /BOE USD 1.3 /BOE USD 1.3 /BOE 

Average net intake per unit of 
output  

USD 44.7 
/BOE 

USD 8.4 /BOE 
USD 16.7 

/BOE 
USD 59.64 

/BOE 
USD 9.49 

/BOE 
USD 32.09 

/BOE 

Depletion rate in the reporting 
period with respect to the total 
reserves in the oil asset (%) 

13.7% 13.7% 13.7% 7.2% 7.2% 7.2% 

 

F. Contingent resources in the GSA Project. 

Breakdown of volume of contingent resources attributed to the GSA Project. For further information 
concerning the discounted cash flows resulting from these resources, see p. 54 of the Resources 
Report. 

Contingent resources in the GSA Project. 

 
Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural gas  
(MMCF) 

Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural 
gas  

(MMCF) 

Gas liquids 
(NGL)  

(MBBL) 
(MBOE) 

Resources 
Category 

Resources in oil asset (100%) Company's share in resources  

Low estimate (C1) - 5,282 45,282 - 3,270 21,535 846 7,829 

Best estimate (C2) - 16,973 132,315 - 13,802 99,130 1,211 32,104 

High estimate (C3) - 25,951 210,690 - 19,547 148,119 2,380 47,464 

 

Forward-looking information: there is no certainty that production of any part of the 
contingent resources is possible. 

 

(F) Ithaca Group Operated Assets  

(1) General 

The cluster of assets operated by Ithaca Group consists of four on-production oil assets (Alba, 
Erskine, Alder and Cook), in which Ithaca Group has varying interests (as set out in the table 
below) and in which it serves as Operator. Below is a breakdown regarding these reservoirs.  

A. The Alba oil asset consists of two areas: (1) Alba Reservoir, covers an area of 45 sq. km, is located 
under License P.213, contains heavy oil and has 20 production wells; (2) the southern part of Alba 
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Field falls under License P.2373. As at date of approval of the Report, an exploration well has not 
yet been drilled in License P.2373. There are applicable JOAs for each of these assets. 

The crude oil produced from Alba Field (License P.213) is conveyed to the production and 
treatment rig and from there to a floating storage unit via a 12-inch subsea pipeline, and from there 
shuttle tankers are used for marine transport of the crude oil. The rig and the floating storage unit 
are wholly owned by all the partners in the License. 

B. The Erskine oil asset consists of an on-production reservoir that covers an area of 27 sq. km., and 
contains high pressure and high temperature (HPHT) natural gas and condensate. The reservoir 
lies in the area of two licenses that are held at different rates by Ithaca Group, as set out below. 
The partners in these licenses signed a Unit Agreement to regulate the joint operations in the 
licenses. There are 5 production well in Erskine reservoir. 

The gas and condensate produced from the reservoir are processed on an unmanned rig owned by 
the Erskine Field partners. The rig is located over the wells to regulate the pressure and is tied in, 
via a subsea pipeline, to the Lomond rig that is wholly owned by Chrysaor Limited (“Chrysaor”), 
which is one of the partners in the reservoir. The gas is then transmitted to the CATS pipeline and 
the condensate is transmitted via the Forties Pipeline system. 

C. The Alder oil asset consists of an on-production reservoir that covers an area of 23 sq. km., and 
contains high pressure and high temperature (HPHT) natural gas and condensate and lies in the 
area of License P.119, as set out below. The reservoir has one production well.  

The gas and condensate produced from the reservoir is processed on the Britannia rig that is 
wholly owned by the Britannia Field partners, as set out below. From there the gas is transmitted 
via the Sage pipeline system and the condensate via the Forties Pipeline to the St. Fergus 
terminal. 

D. The Cook oil asset consists of an on-production reservoir that covers an area of 12 sq. km., and 
contains high pressure and high temperature (HPHT) natural gas and condensate. The reservoir 
has one production well.  

The gas and condensate produced from the reservoir is processed on a floating production, 
storage and offloading facility (FPSO) that is wholly owned by a third party (The Anasuria 
Operating Company), as set out below. [please check]. From there the gas is transmitted via the 
Fulmar pipeline system to the St. Fergus terminal and the crude is transferred to shuttle tankers 
used for marine transport of the crude, and from there directly to customers 

(2) General Information: 

General Details 

Name of oil asset: Cluster of four on-production reservoirs, and exploration 
license: 

Alba; 

Erskine; 

Alder; 

Cook 

Location: The oil and gas assets are located in the middle of the 
North Sea on the UK Continental Shelf.  

Type of oil asset and description of permitted 
operations according to the type  

Exploration, development and production licenses for oil 
and gas resources issued by the UK government 

Original grant date of the oil asset Alba: 

P.213 - July 10, 1972 

P.2373 - Sept 20, 2018 

Erskine: 

P.057 - Nov 25, 1965  

P.264 - Nov 24, 1977 

Alder: 

P.119 - Jun 9, 1970  

Cook: 

P.185 - Mar 16, 1972 
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General Details 

Original expiry date of the oil asset: Alba: 

P.213 - Mar 15, 2018 

P.2373 - Sept 20, 2022 

Erskine: 

P.057 - Nov 24, 1971 

P.264 - Nov 23, 1981 

Alder: 

P.119 - Jun 8, 1976 

Cook: 

P.185- Mar 15, 1978 

Date of decision regarding extension of the 
term of the oil asset: 

Alba: 

P.213 – Mar 12, 2018  

Erskine: 

P.057 – Mar 8, 2011 

P.264 – Nov 18, 2014 

Alder: 

P.119 – Jun 6, 2016  

Cook: 

P.185 - Mar 15, 2018 

Current expiry date of the oil asset  Alba: 

P.213 - a producing asset and therefore no expiry date 
was set. The license may expire if production is 
discontinued for 12 consecutive months. 

P.2373 – Sept 30, 2022 

Erskine:  

P.057 - a producing asset and therefore no expiry date 
was set. The license may expire if production is 
discontinued for 24 consecutive months. 

P.264 - similar to License P.213, see above.  

Alder: 

P.119 - similar to the P.213 license, see above. 

Cook: 

P.185 - similar to the P.213 license, see above.  

Note whether there are additional options for 
extending the term of the oil asset; if such 
option exists - the term of the possible 
extension should be noted:  

Alba: 

P.2373 - the term of the license can be extended 
through to Sept 30, 2026.  

Note name of Operator: Ithaca UK serves as Operator in Cook Field and IOGL 
serves as Operator in the other fields. 
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General Details 

Names of the direct partners in the oil asset 
and their direct share in the oil asset and, to 
the best of the Company's knowledge, the 
names of the controlling owners in the partners  

Alba: 

P.213: 

Ithaca Group - 23.4% 

Endeavour Energy UK Limited205 - 25.7% 

Verus Petroleum (SNS) Limited (“Versus”)206 - 17% 

Mitsui E&P UK Limited207 - 13.3% 

Spirit Energy Resources Limited208 - 12.6% 

EnQuest Heather Limited209 - 8% 

P.2373: 

Ithaca Group - 60% 

Spirit Energy Resources Limited - 40% 

Erskine: 

Ithaca Group - 50% 

Chrysaor210 - 32% 

Serica Energy (UK) Limited211 - 18%             

Alder: 

Ithaca Group - 73.7% 

Chrysaor Production (U.K) Limited ("Chrysaor")212 - 
26.3% 

 

Cook: 

Ithaca Group - 61.34% 

Ping Petroleum (UK) Limited213 - 19.33% 

Anasuria Hibiscus (UK) Limited214 - 19.33% 

 

 

205 To the best of the Company's knowledge, a wholly-owned private company (100%) of Endeavour International 
Corp. 

206 To the best of the Company's knowledge, a wholly-owned private company (100%) of Hitec Vision, which is a 
private company. 

207  To the best of the Company's knowledge, a wholly-owned private company (100%) of Mitsui & Co. Ltd, a public 
company traded on the Tokyo Stock Exchange. 

208  To the best of the Company's knowledge, a wholly-owned private company (100%) of Centrica Plc, a public 
company traded on the London Stock Exchange, without a controlling core. 

209  To the best of the Company’s knowledge, a public company listed on the NASDAQ, the London Stock Exchange 
and the Stockholm Stock Exchange. 

210 To the best of the Company's knowledge, an indirectly wholly-owned private company (100%) of Chrysaor Holdings 
Limited. 

211  Chrysaor Holdings Limited (below in this section - the Buyer) acquired the operations of ConocoPhillips UK Oil and 
Gas in the gas and oil sector on September 30, 2019. As a result of the transaction, the Buyer became the operator 
in the relevant assets. Harbour Energy holds 90% of the share capital of the Buyer and provides financial support 
for carrying out its operations.  

212  To the best of the Company's knowledge, a public company traded on the New York Stock Exchange, without a 
controlling core. It is noted that on April 18, 2019, Chrysaor announced that it is in the process of acquiring 
ConocoPhillips and replacing it as operator in the relevant assets. As at Reporting Date, this acquisition transaction 
is yet to be closed.  

213 To the best of the Company's knowledge, a wholly-owned private company (100%) of Ping Petroleum Limited, 
which is a private company.  

214 To the best of the Company's knowledge, a wholly-owned private company (100%) of Hibiscus Petroleum Bhd, a 
public company listed on the Malaysia Stock Exchange, without a controlling core.  

https://www.marketscreener.com/CONOCOPHILLIPS-13929/company/
https://www.marketscreener.com/CONOCOPHILLIPS-13929/company/
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General information about the Company's share in the oil assets 

Acquisition Date: All of these assets, excluding Cook Field, were acquired 
under the Chevron Transaction that was signed on May 
29, 2019, which became effective on January 1, 2019. 
Ithaca’s rights in Cook Field were acquired between 
2011 and 2014. 

Description of the Company's holding in the oil 
asset 

Through the Company’s holdings (indirect) in Ithaca 
shares. 

Effective share of oil asset revenues 
attributable to equity holders of the Company 
(subject to closing of the transaction):  

Alba: 

P.213 - 23.4% 

P.2373 - 50% 

 

Erskine - 50% 

Alder - 73.7% 

Cook – 61.34% 

Total share of equity holders of the Company in 
the cumulative investment in the oil asset in the 
five years preceding the last day of the 
reporting year (whether recognized as an 
expense or as an asset in the financial 
statements)215:  

Alba – USD 15 million   

Erskine – USD 0 million 

Alder – USD 0 million 

Cook – USD 44 million 

 

(3) Operations carried out in the assets prior to holding, and additional information:  

A. Alba Reservoir was discovered in 1984 by IOGL, and development of the reservoir began in 1991. 
Production in the License P.213 area began in 1994.  

In 1993, the permanent production and treatment facility, Alba Northern Platform, was established 
in the P.213 license area and is owned by all the partners in the license. 

As aforesaid, License P.2373 is an exploration license adjacent to License P.21.  

B. Erskine Reservoir was discovered in 1981 by a third party. Development of the reservoir began in 
1995, and production began in 1997. In 2000 IOCL acquired the rights in Licenses P.264 and 
P.057, and IOGL became the Operator.   

In 1996 a permanent production and treatment platform was established in Erskine Reservoir, 
which is wholly owned by all the partners in the license 

C. Alder Reservoir was discovered in 1975 by a third party. Development of the reservoir began in 
2014, and production began in 2016. In 2000 IOCL acquired the rights in License P.119, and 
became the Operator of the asset. 

It should be noted that Alder Reservoir was developed by drilling of a subsea well that is tied-in via 
a pipeline to the Britannia Field platform. 

D. The Cook field was discovered in 1983 by a third party. Development of the reservoir began in 
1998, and production began in 2000. Ithaca Group acquired additional participation rights in the 
reservoir totaling 61.5% from 2011 through 2014. In 2017 Ithaca UK was appointed the Operator of 
the oil asset. 

(4) Compliance with Work Schedules: 

To the best of the Company's knowledge, as at date of approval of the Report, the binding work 
schedules for these assets have been fully implemented.  

 

215  Other than Cook Field, the data regarding the rest of the assets contain figures for 2019, in view of the Chevron 

Transaction. 
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(5) Actual and planned work schedule:  

Breakdown of the main operations carried out in the oil and natural gas fields prior to the holding:  

Period Summary of actual operations carried out in 
the period 

and the planned work schedule  

[Note: 

Estimated total 
budget for 
operations 

according to oil 
asset (USD 

millions) 

Actual 
participation of 
the Company's 

equity holders in 
the budget (USD 

million) 

2017 • Alba Reservoir - drilling of supplementary 
wells 

31 - 

2018 • Alba Reservoir - drilling of supplementary 
wells 

• Eskine Reservoir - repair work was carried 
out on the pipeline that ties the platform in the 
reservoir in to the CATS, due to a blockage. 

• Cook Reservoir - preparations for drilling in 
the Cook reservoir 

96 

 
 

5,500 

- 

 

 

3,400 

2019   • Alba Reservoir - capex and additional 
expenses for operations regarding the 
completion of the drilling campaign that 
began in 2018. 

• Cook Reservoir - water injection drilling for 
the purpose of increasing the pressure in the 

reservoir and escalating production. 

• Cook Reservoir - laying of a submarine 
pipeline and tie-in to the water injection well. 

 
 
 

135,000 

 
 
 

56,000 

2020 
onwards: 

• Alba Reservoir - review the possibility for 
drilling supplementary wells 

66,900 15,600 

 

Forward-looking information - the information concerning the planned operations in the oil 
and gas fields, including with regard to costs, time schedules and actual execution, is 
forward-looking information, as defined in the Israel Securities Law, and are based the 
assessments of Ithaca Group that depend, among other things, on third parties, climate 
conditions, economic conditions, regulatory changes, technical capacities, availability of 
equipment and other factors that are not in the Company’s control. Consequently, 
implementation of the work schedule, including timetables and costs, may differ materially 
from the estimates described above. 

 

(6) Actual participation rates in the income and expenses in the Ithaca Group Operated Assets: 

The actual rate of rights and participation attributed to the equity holders of the Company are 
equivalent to Ithaca’s rights in these assets, as specified in the foregoing tables (under General 
Details), as no royalties are paid with regard to these assets to the UK government or third parties, 
and no other derivative royalties whatsoever are paid from the income and expenses. 

(7) Description of substantial agreements between the partners in the assets operated by Ithaca 
Group:  

Exploration, development and production in the assets operated by Ithaca Group are carried out 
under a joint operating agreement (JOA) signed between the partners with respect to each asset. 
With regard to the Erskine asset, the operations are also carried out under the unit agreement 
(UUOA), which also includes the criteria set under the JOA. For further information concerning the 
issues and material provisions included in the Unit Agreements and JOAs, see section Error! 
Reference source not found. above.  

It is noted that the Operating Agreement in the Alder field and the Unit Agreement in the Erskine 
field includes the right of transfer of a partner in the license, subject to the first refusal transfer 
rights of the other partners (other than when transferring to an affiliate of the transferring partner), 
which gives them priority to purchase the rights before they are offered to a third party.  

Each of the JOAs and the Unit Agreement in the assets operated by Ithaca Group provide a 
different majority for decisions of the partners. Contrary to the Eskine and Alba assets, and 
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considering the fact that IOGL holds rights of 73.7% in the Alder JOA, based on a mechanism in 
the JOA, the majority of decisions in the Alder asset will be made by IOGL.  

(8) Reserves and Contingent Resources in Ithaca Group Operated Assets 

A. Quantitative data: 

Breakdown of volume of reserves attributed to the Ithaca Group Operated Assets according to the 
NSAI Report. 

Reserves in the Group of Operated Assets 

 
Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural gas  
(MMCF) 

Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural gas  
(MMCF) 

Gas liquids 
(NGL)  

(MBBL) 
(MBOE) 

Reserves Category Resources in oil asset (100%) Company's share in resources  

P1 Reserves 17,409 17,637 80,487 4,069 10,327 43,022 740 22,553 

Probable Reserves 12,257 13,264 38,185 2,865 7,811 21,269 454 14,797 

Proved + Probable 
Reserves (P2) 

29,666 30,901 118,672 6,933 18,138 64,291 1,194 37,349 

Possible Reserves 16,913 14,680 42,286 3,953 8,647 22,124 410 16,825 

Proved + Probable + 
Possible Reserves 
(P3) 

46,579 45,580 160,957 10,886 26,785 86,415 1,604 54,174 

 

B. Discounted cash flow data  

Below is a breakdown of the discounted cash flow data resulting from the foregoing reserves 
(below in this section: the “Cash Flows”). The economic parameters used for the Cash Flows are 
based on information and estimates that the Reserves Evaluator received from Ithaca, as set out in 
section 1.8.4(B)(2)B above. 

Note: It is clarified that the discounted cash flow figures, whether they have been calculated 
at a specific discount rate or without a discount rate, represent the present value but not 
necessarily the fair value. 
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Discounted cash flows from proved reserves (P1) in the Group of Operated Assets, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue  

Royalty 
payments  

Operating 
expenses 

Developme
nt costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 5,401 239,628 - 123,672 15,634 - 100,322 - 100,322 97,964 95,787 93,771 91,897 
December 31, 2021 5,085 250,887 - 114,160 5,237 - 131,490 - 131,490 122,232 114,034 106,733 100,197 
December 31, 2022 4,638 259,699 - 112,585 13,308 - 133,805 - 133,805 118,429 105,435 94,369 84,877 
December 31, 2023 3,288 196,628 - 106,818 9,092 - 80,718 - 80,718 68,285 58,230 50,017 43,248 
December 31, 2024 1,965 124,521 - 79,975 5,434 - 39,112 - 39,112 31,508 25,644 21,068 17,456 
December 31, 2025 1,007 73,124 - 51,219 - 10,854 11,050 995 10,055 7,696 5,966 4,679 3,709 
December 31, 2026 534 40,661 - 31,575 - 11,072 (1,985) (596) (1,390) (1,037) (783) (598) (462) 
December 31, 2027 287 22,852 - 17,707 - 40,634 (35,489) (10,647) (24,843) (17,390) (12,375) (8,939) (6,547) 
December 31, 2028 240 19,827 - 18,283 - 62,882 (61,338) (24,535) (36,803) (24,210) (16,241) (11,091) (7,698) 
December 31, 2029 106 9,161 - 8,883 - 52,390 (52,112) (20,845) (31,267) (19,533) (12,474) (8,127) (5,393) 
December 31, 2030 - - - - - 60,632 (60,632) (24,253) (36,379) (21,674) (13,229) (8,255) (5,255) 
December 31, 2031 - - - - - 30,085 (30,085) (12,034) (18,051) (10,072) (5,774) (3,392) (2,038) 
December 31, 2032 - - - - - - - - - - - - - 
December 31, 2033 - - - - - - - - - - - - - 
December 31, 2034 - - - - - - - - - - - - - 
Subtotal 22,552 1,236,987 - 664,878 48,706 268,548 254,856 (91,914) 346,770 352,197 344,221 330,235 313,991 
Cash flow for remainder 
of period - - - - - - - - - - - - - 

Total 22,552 1,236,987 - 664,878 48,706 268,548 254,856 (91,914) 346,770 352,197 344,221 330,235 313,991 

 

Discounted cash flows from probable reserves in the Group of Operated Assets, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue  

Royalty 
payments  

Operating 
expenses 

Developme
nt costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 668 33,220 - 1,322 - - 31,897 - 31,897 31,051 30,271 29,549 28,879 
December 31, 2021 814 48,394 - 1,209 - - 47,185 - 47,185 43,882 40,955 38,347 36,011 
December 31, 2022 1,084 59,417 - 4,262 - - 55,155 - 55,155 48,679 43,223 38,588 34,623 
December 31, 2023 2,357 149,226 - 14,172 - - 135,054 47,357 87,697 73,801 62,618 53,527 46,068 
December 31, 2024 2,456 153,292 - 40,375 - - 112,917 53,230 59,688 48,059 39,096 32,102 26,585 
December 31, 2025 2,247 135,742 - 65,235 - (10,854) 81,362 35,952 45,409 34,886 27,136 21,347 16,967 
December 31, 2026 1,701 108,786 - 69,003 - (11,072) 50,854 20,039 30,815 22,565 16,767 12,625 9,623 
December 31, 2027 1,108 78,455 - 53,092 - (29,341) 54,704 18,257 36,447 25,532 18,184 13,148 9,638 
December 31, 2028 750 60,137 - 43,564 - (51,363) 67,936 27,174 40,761 26,901 18,103 12,400 8,633 
December 31, 2029 695 60,396 - 49,196 - (40,641) 51,841 20,737 31,105 19,498 12,493 8,165 5,435 
December 31, 2030 436 39,074 - 33,731 - (26,346) 31,690 12,676 19,014 11,514 7,136 4,518 2,917 
December 31, 2031 300 27,587 - 24,179 - 24,422 (21,014) (8,406) (12,609) (7,490) (4,552) (2,826) (1,788) 
December 31, 2032 181 17,197 - 16,728 - 55,597 (55,128) (22,051) (33,077) (18,044) (10,126) (5,832) (3,439) 
December 31, 2033 - - - - - 64,343 (64,343) (25,737) (38,606) (20,027) (10,713) (5,893) (3,326) 
December 31, 2034 - - - - - 41,490 (41,490) (16,596) (24,894) (12,484) (6,464) (3,446) (1,887) 
Subtotal 14,797 970,922 - 416,067 - 16,235 538,621 162,631 375,990 328,324 284,125 246,320 214,940 
Cash flow for remainder 
of period - - - - - - - - - - - - - 

Total 14,797 970,922 - 416,067 - 16,235 538,621 162,631 375,990 328,324 284,125 246,320 214,940 
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Discounted cash flows from proved + probable reserves (P2) in the Group of Operated Assets, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue  

Royalty 
payments  

Operating 
expenses 

Developme
nt costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 6,069 272,848 - 124,994 15,634 - 132,220 - 132,220 129,015 126,058 123,320 120,775 
December 31, 2021 5,900 299,281 - 115,369 5,237 - 178,675 - 178,675 166,114 154,990 145,081 136,208 
December 31, 2022 5,722 319,116 - 116,847 13,308 - 188,961 - 188,961 167,108 148,658 132,957 119,500 
December 31, 2023 5,645 345,853 - 120,990 9,092 - 215,771 47,357 168,415 142,087 120,848 103,544 89,316 
December 31, 2024 4,422 277,813 - 120,350 5,434 - 152,029 53,230 98,799 79,568 64,740 53,169 44,041 
December 31, 2025 3,255 208,866 - 116,454 - - 92,412 36,947 55,465 42,582 33,102 26,026 20,676 
December 31, 2026 2,234 149,447 - 100,578 - - 48,869 19,443 29,426 21,528 15,983 12,027 9,161 
December 31, 2027 1,395 101,306 - 70,799 - 11,293 19,214 7,610 11,604 8,143 5,810 4,208 3,091 
December 31, 2028 990 79,964 - 61,847 - 11,519 6,598 2,639 3,959 2,691 1,862 1,309 934 
December 31, 2029 801 69,557 - 58,079 - 11,749 (271) (108) (163) (36) 18 39 43 
December 31, 2030 436 39,074 - 33,731 - 34,285 (28,942) (11,577) (17,365) (10,161) (6,093) (3,736) (2,338) 
December 31, 2031 300 27,587 - 24,179 - 54,507 (51,099) (20,440) (30,659) (17,562) (10,326) (6,217) (3,826) 
December 31, 2032 181 17,197 - 16,728 - 55,597 (55,128) (22,051) (33,077) (18,044) (10,126) (5,832) (3,439) 
December 31, 2033 - - - - - 64,343 (64,343) (25,737) (38,606) (20,027) (10,713) (5,893) (3,326) 
December 31, 2034 - - - - - 41,490 (41,490) (16,596) (24,894) (12,484) (6,464) (3,446) (1,887) 
Subtotal 37,349 2,207,909 - 1,080,945 48,706 284,782 793,476 70,717 722,760 680,521 628,346 576,555 528,930 
Cash flow for remainder 
of period - - - - - - - - - - - - - 

Total 37,349 2,207,909 - 1,080,945 48,706 284,782 793,476 70,717 722,760 680,521 628,346 576,555 528,930 

 

Discounted cash flows from possible reserves in the Group of Operated Assets, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue  

Royalty 
payments  

Operating 
expenses 

Developme
nt costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 471 24,310 - 1,102 - - 23,208 - 23,208 22,605 22,050 21,535 21,058 
December 31, 2021 638 33,654 - 1,359 - - 32,295 - 32,295 30,009 27,986 26,185 24,573 
December 31, 2022 810 43,795 - 2,963 - - 40,832 33,487 7,345 6,482 5,754 5,136 4,607 
December 31, 2023 951 57,212 - 3,821 - - 53,391 50,758 2,633 2,047 1,602 1,259 994 
December 31, 2024 2,744 187,857 - 11,844 - - 176,013 76,953 99,061 79,173 63,950 52,155 42,911 
December 31, 2025 2,052 141,878 - 12,880 - - 128,999 51,592 77,406 59,522 46,340 36,487 29,027 
December 31, 2026 1,471 98,020 - 25,277 - - 72,743 29,048 43,696 31,938 23,692 17,812 13,558 
December 31, 2027 1,583 104,328 - 52,810 - (11,293) 62,811 25,027 37,784 26,207 18,492 13,253 9,636 
December 31, 2028 1,510 98,378 - 61,754 - (11,519) 48,143 19,257 28,886 19,092 12,866 8,825 6,152 
December 31, 2029 777 52,733 - 26,888 - (11,749) 37,594 15,038 22,557 14,161 9,086 5,947 3,963 
December 31, 2030 783 61,905 - 41,544 - (22,301) 42,662 17,065 25,597 14,987 8,992 5,517 3,454 
December 31, 2031 596 55,359 - 39,559 - (42,283) 58,082 23,233 34,849 19,843 11,600 6,946 4,252 
December 31, 2032 630 60,280 - 48,340 - (43,128) 55,068 22,027 33,041 17,914 9,995 5,724 3,357 
December 31, 2033 741 73,443 - 64,658 - (27,959) 36,744 14,698 22,046 11,521 6,205 3,435 1,950 
December 31, 2034 680 70,042 - 66,152 - (17,350) 21,241 8,496 12,745 6,674 3,591 1,981 1,118 
Subtotal 16,438 1,163,194 - 460,950 - (187,582) 889,827 386,678 503,149 362,177 272,201 212,197 170,608 
Cash flow for remainder 
of period 387 41,025 - 40,062 - 210,625 (209,662) (83,865) (125,797) (52,831) (23,176) (10,577) (5,003) 

Total 16,825 1,204,219 - 501,012 - 23,043 680,164 302,813 377,351 309,345 249,025 201,620 165,605 
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Discounted cash flows from proved + probable + possible reserves (P3) in the Group of Operated Assets, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue  

Royalty 
payments  

Operating 
expenses 

Developme
nt costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 6,541 297,157 - 126,096 15,634 - 155,428 - 155,428 151,620 148,108 144,855 141,833 
December 31, 2021 6,537 332,935 - 116,728 5,237 - 210,970 - 210,970 196,124 182,976 171,265 160,781 
December 31, 2022 6,532 362,911 - 119,810 13,308 - 229,792 33,487 196,306 173,590 154,412 138,093 124,106 
December 31, 2023 6,596 403,065 - 124,811 9,092 - 269,163 98,115 171,048 144,134 122,450 104,803 90,310 
December 31, 2024 7,166 465,670 - 132,193 5,434 - 328,042 130,182 197,860 158,740 128,690 105,324 86,952 
December 31, 2025 5,306 350,744 - 129,334 - - 221,410 88,539 132,871 102,104 79,442 62,513 49,703 
December 31, 2026 3,706 247,467 - 125,854 - - 121,612 48,491 73,121 53,466 39,675 29,839 22,719 
December 31, 2027 2,978 205,634 - 123,609 - - 82,025 32,637 49,388 34,349 24,301 17,462 12,727 
December 31, 2028 2,500 178,343 - 123,602 - - 54,741 21,896 32,845 21,783 14,728 10,134 7,086 
December 31, 2029 1,579 122,290 - 84,967 - - 37,323 14,929 22,394 14,126 9,105 5,985 4,006 
December 31, 2030 1,220 100,980 - 75,275 - 11,984 13,720 5,488 8,232 4,826 2,899 1,781 1,116 
December 31, 2031 896 82,945 - 63,738 - 12,224 6,983 2,793 4,190 2,281 1,274 729 426 
December 31, 2032 811 77,477 - 65,068 - 12,468 (60) (24) (36) (130) (132) (108) (82) 
December 31, 2033 741 73,443 - 64,658 - 36,384 (27,599) (11,039) (16,559) (8,506) (4,508) (2,458) (1,375) 
December 31, 2034 680 70,042 - 66,152 - 24,140 (20,249) (8,100) (12,149) (5,810) (2,873) (1,465) (768) 
Subtotal 53,787 3,371,103 - 1,541,894 48,706 97,200 1,683,303  457,395  1,225,908  1,042,698  900,547  788,752  699,539  
Cash flow for remainder 
of period 387 41,025 - 40,062 - 210,625 (209,662) (83,865) (125,797) (52,831) (23,176) (10,577) (5,003) 

Total 54,174 3,412,128 - 1,581,956 48,706 307,825 1,473,641 373,530 1,100,111 989,867 877,371 778,175 694,535 
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C. The following are sensitivity analyses for key parameters that make up Cash Flows (USD thousands) 

Sensitivity analysis to changes in sales volume in the Group of Operated Assets  

Sensitivity/category 
Discounting rate 

Sensitivity/category 
Discounting rate 

0% 10% 15% 20% 0% 10% 15% 20% 

Increase in sales volume of 10% Decrease in sales volume of 10% 

P1 Reserves  410,950  399,642  381,228  360,975  P1 Reserves 238,533  246,153  240,422  232,403  

Probable Reserves  383,258  289,035  249,880  217,588  Probable Reserves 424,181  327,763  286,197  250,665  

Proved + Probable Reserves (2P)  794,208  688,677  631,109  578,563  Proved + Probable Reserves (2P) 662,714  573,916  526,619  483,068  

Possible Reserves  418,110  268,146  215,054  175,456  Possible Reserves 333,407  226,497  185,322  153,378  

Proved + Probable + Possible Reserves (P3) 1,212,318  956,823  846,163  754,019  Proved + Probable + Possible Reserves (P3) 996,120  800,413  711,941  636,446  

Increase in sales volume of 15% Decrease in sales volume of 15% 

P1 Reserves  441,170  427,040  406,482  384,201  P1 Reserves 215,493  222,366  217,275  210,120  

Probable Reserves  392,385  293,197  252,502  219,238  Probable Reserves 415,788  322,866  282,919  248,640  

Proved + Probable Reserves (2P)  833,555  720,237  658,984  603,439  Proved + Probable Reserves (2P) 631,280  545,233  500,194  458,760  

Possible Reserves  436,379  276,496  221,184  180,247  Possible Reserves 316,128  217,997  179,457  149,206  

Proved + Probable + Possible Reserves (P3) 1,269,934  996,733  880,168  783,686  Proved + Probable + Possible Reserves (P3) 947,408  763,229  679,652  607,966  

Increase in sales volume of 20% Decrease in sales volume of 20% 

P1 Reserves  472,012  454,471  431,622  407,243  P1 Reserves 191,561  197,131  192,600  186,266  

Probable Reserves  400,699  296,966  254,984  220,909  Probable Reserves 407,890  319,274  280,901  247,796  

Proved + Probable Reserves (2P)  872,711  751,437  686,606  628,152  Proved + Probable Reserves (2P) 599,451  516,405  473,502  434,062  

Possible Reserves  457,675  285,549  227,458  184,946  Possible Reserves 301,540  209,055  173,226  144,929  

Proved + Probable + Possible Reserves (P3) 1,330,386   1,036,986  914,063  813,098  Proved + Probable + Possible Reserves (P3) 900,991  725,460  646,727  578,990  
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Sensitivity analysis to price changes in the Group of Operated Assets 

Sensitivity/category 
Discounting rate 

Sensitivity/category 
Discounting rate 

0% 10% 15% 20% 0% 10% 15% 20% 

Increase in sales volume of 10% Decrease in the sales volume of 10% 

P1 Reserves 457,318  435,918  413,887  390,668  P1 Reserves 185,473  204,826  203,438  199,010  

Probable Reserves 395,123  293,148  251,934  218,297  Probable Reserves 420,755  328,718  287,748  252,414  

Proved + Probable Reserves (2P) 852,442  729,066  665,821  608,965  Proved + Probable Reserves (2P) 606,228  533,544  491,186  451,423  

Possible Reserves 452,225  285,451  228,034  185,466  Possible Reserves 301,862  209,852  173,236  144,550  

Proved + Probable + Possible Reserves (P3)  1,304,667   1,014,517  893,855  794,431  Proved + Probable + Possible Reserves (P3) 908,090  743,396  664,422  595,973  

Increase in sales volume of 15% Decrease in the sales volume of 15% 

P1 Reserves 507,203  479,529  453,894  427,402  P1 Reserves 148,739  167,476  167,308  164,418  

Probable Reserves 413,545  300,567  256,420  220,939  Probable Reserves 387,191  307,329  270,986  239,197  

Proved + Probable Reserves (2P) 920,748  780,096  710,314  648,341  Proved + Probable Reserves (2P) 535,930  474,805  438,294  403,614  

Possible Reserves 488,371  303,051  241,249  195,832  Possible Reserves 282,528  202,646  169,254  142,493  

Proved + Probable + Possible Reserves (P3)  1,409,119   1,083,147  951,563  844,173  Proved + Probable + Possible Reserves (P3) 818,457  677,451  607,548  546,107  

Increase in sales volume of 20% Decrease in the sales volume of 20% 

P1 Reserves 550,043  516,056  487,530  458,529  P1 Reserves 99,687  121,539  123,782  123,319  

Probable Reserves 439,932  315,338  267,498  229,387  Probable Reserves 365,485  295,273  262,210  232,890  

Proved + Probable Reserves (2P) 989,974  831,393  755,028  687,916  Proved + Probable Reserves (2P) 465,172  416,812  385,992  356,209  

Possible Reserves 527,342  321,102  254,202  205,592  Possible Reserves 273,195  199,286  167,987  142,523  

Proved + Probable + Possible Reserves (P3)  1,517,316   1,152,495   1,009,229  893,507  Proved + Probable + Possible Reserves (P3) 738,367  616,098  553,979  498,732  

 

 



  

A - 300 

D. Additional sensitivity analyses for the price of oil and gas 

As a result of the Covid-19 Crisis and the sharp decline in energy product prices recorded in the 
period subsequent to the reporting date, further Cash Flow sensitivity analyses are presented 
below (in USD thousands), that were based on oil and natural gas prices as set out in section 
1.8.4(B)(2)D above. 

  Discounting rate 

  Reserves Category 0% 10% 15% 20% 

P1 Reserves 103,180 132,108 136,607 137,858 

Probable Reserves 258,811 204,035 181,242 161,677 

Proved + Probable Reserves (2P) 361,991 336,143 317,849 299,535 

Possible Reserves 266,300 208,462 182,429 159,931 

Proved + Probable + Possible Reserves (P3) 628,290 544,605 500,278 459,466 

 

E. Production Information  

Breakdown of output attributable to the Company's share in the Ithaca Group Operated Assets: 

 2019 

 Oil Natural gas Condensate 

Total output in the period 3,498,387 
BBL 

18,629  
MCF 

315,271 
BBL 

Average price per unit of output  USD 63.9 /BBL USD 28.1 /BOE USD 31.9 /BOE 

Average production costs per unit of output USD 16.8 /BOE USD 16.8 /BOE USD 16.8 /BOE 

Average net intake per unit of output  USD 47.1 /BOE USD 11.3 /BOE USD 15.2 /BOE 

Depletion rate in the reporting period with respect 
to the total reserves in the oil asset (%) 

15.3% 15.3% 15.3% 

 

F. Contingent Resources in Ithaca Group Operated Assets 

Breakdown of volume of contingent resources attributed to the Group of Operated Assets For 
further information concerning the discounted cash flows resulting from these resources, see p. 60 
of the Resources Report. 

Contingent resources in the Group of Operated Assets 

 
Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural 
gas  

(MMCF) 

Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural 
gas  

(MMCF) 

Gas liquids 
(NGL) 

(MBBL) 
(MBOE) 

Resources 
Category 

Resources in oil asset (100%) Company's share in resources  

Low estimate (C1) -  -  -  -  -  -  -  -  

Best estimate (C2)  4,585   2,062   17,181   1,072   1,031   8,264   175   3,702  

High estimate (C3)  8,146   7,322   55,547   1,904   4,558   33,557   672   12,920  

 

Forward-looking information: There is no certainty that it will be commercially viable to 
produce any percentage of the contingent resources. 

 

(G) The Non-Operated Assets  

(1) General: 

This cluster of assets consists of ten on-production oil assets and an exploration license, in which 
Ithaca is a partner but does not serve as Operator. For information concerning the rights of Ithaca 
and the operators in these assets, see the following table. Below is a breakdown regarding the 
reservoirs in these assets: 

A. The Britannia oil asset consists of a reservoir that covers an area of 250 sq. km and contains 
natural gas and condensate. The oil asset includes four licenses that are held at various rates by 
Ithaca Group, as set out below. The partners in these licenses signed a Unit Agreement regulating 
the operations in the licenses. There are 35 production wells in the Britannia reservoir. 
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As at date of approval of the Report, part of the gas produced from Britannia reservoir is sold under 
several long-term binding gas sales agreements, and the rest of the natural gas and the 
condensate are sold on the free market.  

It is noted that the three reservoirs, Brodgar, Callanish, and Enochdhu that are noted below were 
developed as satellite reservoirs of the Britannia reservoir and were tied in to its facilities so that 
the gas and condensate is processed on the Britannia platform that is wholly owned by the 
Britannia reservoir partners and the gas and condensate are transmitted separately to the St. 
Fergus terminal. The gas is transmitted via the Sage pipeline system and the condensate via the 
Forties Pipeline. 

B. The Brodgar oil asset consists of a reservoir that covers an area of 65 sq. km and contains natural 
gas and condensate, and includes one license (P.118) as set out below. The partners in License 
P.118 have signed a unitisation agreement with the partners in License P.741 which overlaps into 
the area of Brodgar reservoir and is not owned by the partners in License P.118, in order to 
regulate the joint operations in the reservoir. The Brodgar reservoir (P.118) has three production 
wells, and as at Reporting Date, another production well is under construction.  

C. The Callanish oil asset consists of a reservoir that covers an area of 19 sq. km and contains oil. 
The oil asset includes two licenses that are held at various rates by Ithaca Group, as set out below. 
The partners in these licenses signed a Unit Agreement regulating the operations in the licenses. 
There are four production wells in the Callanish reservoir. 

D. The Enochdhu oil asset consists of a reservoir that covers an area of 6.25 sq. km and contains oil, 
and includes one license as set out below. The reservoir has one production well. 

E. The Jade oil asset consists of a reservoir that covers an area of 7 sq. km and contains natural gas 
and condensate. The oil asset includes two licenses that are equally held by the partners in the 
licenses, as set out below, and consequently, no unitisation agreement was signed regarding these 
licenses. The joint operating agreements for each separate license are all relevant for this field. 
There are 9 production wells in the reservoir. 

The natural gas produced from the Jade reservoir is processed on a production and treatment 
platform (Judy) that is owned by ConocoPhillips, Eni and Chrysoar, and from there is transmitted to 
the CATS pipeline. The processed condensate is transmitted to the Norpipe pipeline and terminal. 

F. The Elgin-Franklin oil asset consists of the Elgin-Franklin reservoir that covers an area of 180 sq. 
km and contains natural gas and condensate. The oil asset includes four licenses that are held at 
various rates by Ithaca Group, as set out below. The partners in these licenses signed a Unit 
Agreement to regulate the joint operations and development in the licenses. The Elgin-Franklin 
reservoir has 14 production wells. 

The natural gas and condensate from the Elgin-Franklin reservoir is processed on the reservoir’s 
production and treatment platform and from there the gas is transmitted via a dedicated pipeline 
system (Shearwater Elgin Area Line) to the onshore reception facility located at Bacton. The 
condensate is transmitted via the Forties Pipeline.  

G. The Pierce oil asset consists of a reservoir that covers an area of 40 sq. km and contains natural 
gas and condensate. The oil asset includes one license as set out below. There are 8 production 
wells in the reservoir. 

The processed crude is transferred to shuttle tankers used for marine transport of the crude and 
from there directly to customers, and the gas produced from the reservoir is consumed for 
production.  

H. The Don Southwest, Conrie, Ythan & West Don (Dons Area) oil asset contains wells that are 
spread over and area of 34 sq. km, and contains oil. The oil asset includes one license as set out 
below. There are 11 production wells in the reservoirs. 

The oil is processed on the Northern Producer rig which is owned by a third party, from which the 
oil is transported for export via the EnQuest pipeline network, through the Magnus facilities and to 
the Ninian pipeline, and afterward to the Sullom Voe oil terminal.  

I. The Broom oil asset consists of a reservoir that covers an area of 29 sq. km and contains oil. The 
oil asset includes one license as set out below. There are 4 production wells in the reservoir. 

The oil is processed on the Heather Platform owned by EnQuest, which is tied in to the Ninian 
Pipeline System, and afterwards to the Sullom Voe oil terminal. In October 2019, production in the 
Brook Field was discontinued without intention to renew, however an official decision regarding 
discontinuation of production is subject to OGA approval. 
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(2) General Information: 

General Details 

Name of oil asset: Cluster of nine on-production assets:  

Britannia, 

Brodgar, 

Callanish, 

Enochdhu, 

Jade, 

Elgin-Franklin, 

Pierce, 

Don Southwest, Conrie, Ythan & West Don, 

Broom 

Location: The oil assets are located in the middle of the North Sea on 
the UK Continental Shelf.  

Type of oil asset and description of 
permitted operations according to the 
type  

Exploration, development and production licenses for oil and 
gas resources issued by the UK government  

Original grant date of the oil asset Britannia: 

P.103 - Jun, 9 1970 

P.119 - Jun 9, 1970 

P.213 - Mar16, 1972 

P.345 - Dec 17, 1980 

Brodgar: 

P.118 - Jun 9, 1970 

Callanish: 

P.347 - Dec 17, 1980  

P.590 - Jun 4, 1987 

Enochdhu: 

P.103 - Jun 9, 1970 

Jade: 

P.1589 - Mar 1, 2002 

P.672 - Jul 20, 1989 

Elgin-Franklin: 

P.188 - Mar 16, 1972 

P.362 - Apr 9, 1981 

P.666 - Jul 15, 1989 

Pierce: 

P.111 - Jun 9, 1970 

Don Southwest, Conrie, & West Don, 

P.236 - Mar 16, 1972 

Ythan: 

P.2137 – Mar 18, 2014 

Broom:  

P.902 - Apr 29, 1995 

Original expiry date of the oil asset: Britannia: 

P.103 - Jun 8, 1976 

P.119 - Jun 8, 1976 

P.213 - Mar 15, 1978 

P.345 - Dec 16, 1986 

Brodgar: 

P.118 - Jun 8, 1976  

Callanish: 

P.347 - Dec 16, 1986 

P.590 - Jun 3, 1993 

Enochdhu: 

P.103 - Jun 8, 1976 

Elgin-Franklin: 
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P.188 - Mar 15, 1978 

P.362 - Dec 16, 1986 

P.666 - Jul 19, 1995 

Jade: 

P.1589 - Nov 11, 2014 

P.672 - Jun 19, 1995 

Pierce: 

P.111 - Jun 8, 1976 

Don Southwest, Conrie & Don West: 

P.236 - Mar 15, 1978 

Ythan: 

P.2137 – Oct 31, 2019 

Broom:  

P.902 - Apr 28, 2001 

Date of decision regarding extension of 
the term of the oil asset: 

Britannia: 

P.103 – Jun 6, 2016 

P.119 – Jun 6, 2016 

P.213 – Mar 12, 2016 

P.345 - Nov 14, 2016 

Brodgar: 

P.118 – Jun 6, 2016  

Callanish: 

P.347 - Nov 14, 2016 

P.590 - June 1993 

Enochdhu: 

P.103 – Jun 6, 2016 

Jade: 

P.1589 - February 2017 

P. 672 - July 2007 

Elgin-Franklin: 

P.188 - Mar 12, 2018 

P.362 - Oct 24, 2016 

Pierce: 

P.111 – Jun 8, 2016 

Don Southwest & West Don: 

P.236 - Mar 15, 2018 

Broom:  

P.902 – Apr 28, 2013 

Current expiry date of the oil asset  Britannia  

An on-production oil asset and no expiry date was set. The 
licenses may expire should production be discontinued for 12 

consecutive months. 

Brodgar (P.118): 

An on-production oil asset and no expiry date was set. The 
license may expire if production is discontinued for 12 
consecutive months. 

Callanish: 

P.347 - an on-production oil asset and no expiry date was set. 
The license may expire if production is discontinued for 12 
consecutive months. 

P.590 - Jun 2, 2023 

Enochdhu (P.103): 

An on-production oil asset and no expiry date was set. The 
license may expire if production is discontinued for 24 
consecutive months. 

Jade: 

P.1589 - Feb 11, 2035 
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P.672 - Jul 17, 2025 

Elgin - Franklin 

P.362 & P.188 - an on-production oil asset and no expiry date 
was set. The licenses may expire should production be 
discontinued for 12 consecutive months.  

P.666 - Jul 19, 2025 

Pierce: 

P.111 - an on-production oil asset and no expiry date was set. 
The license may expire if production is discontinued for 12 

consecutive months.  

Don Southwest & West Don: 

P.236 - an on-production oil asset and no expiry date was set. 
The license may expire if production is discontinued for 12 
consecutive months.  

Ythan: 

P.2137 - Mar 17, 2036 (estimate) 

Broom:  

P.902 - an on-production oil asset and no expiry date was set. 
The license may expire if production is discontinued for 12 
consecutive months.   

Note whether there are additional options 
for extending the term of the oil asset; if 
such option exists - the term of the 
possible extension should be noted: 

 

Note name of Operator: • Chrysaor and its affiliates serve as Operator in the 
following assets: 

• Chrysaor (UK) Britannia Limited is the Operator in the 

Britannia asset;  

• Chrysaor Production (UK) Limited is the Operator in the 

Brodgar asset; 

•  Chrysaor Production (UK) Limited is the Operator in the 
Callanish asset; 

• Chrysaor Production (UK) Limited is the Operator in the 
Enochdhu asset;  

• Chrysaor Petroleum (UK) Limited is the Operator in the 
Jade asset; 

• Total serves as Operator for the Elgin-Franklin asset; 

• Enterprise is the Operator in the Pierce asset; 

• EnQuest is the Operator in the Don Southwest, Conrie, 
West Don, Ythan and Broom assets. 

Names of the direct partners in the oil 
asset and their direct share in the oil 
asset and, to the best of the Company's 
knowledge, the names of the controlling 
owners in the partners  

Britannia: 
Chrysaor - 58.65% 
Ithaca Group - 32.38% 
Mitsui E&P UK-    8.97% 

Brodgar:  

Prior to production of 10 MMboe from supplementary well H4: 
Chrysaor - 93.75% 
Ithaca Group - 6.25% 
Since beginning of production from supplementary well H4 and 

until production of 10 Mmboe from supplementary well H4216: 

Chrysaor - 87.5% 
Ithaca Group - 12.5% 
Subsequent to production of 10 MMboe from supplementary 
well H4: 
Chrysaor - 93.75% 

 

216  It should be noted that the change in the rate of rights is also contingent on the fact that the Ithaca group will give 
full authorization for expenditure (AFE) with respect to the supplementary well. As at Reporting Date, production 
has not yet commenced from supplementary well H4.  
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Ithaca Group - 6.25% 
Callanish: 
Chrysaor - 83.5% 
Ithaca Group - 16.5% 

Enochdhu: 

Chrysaor - 50% 
Ithaca Group - 50% 

Jade: 

Chrysaor - 67.5% 
Ithaca Group - 19.93% 
Eni S.p.A ("ENI")217 - 7% 
Siccar Point Energy E&P Limited 218 - 5.57% 

Elgin-Franklin: 

Total219 - 46.173% 
Eni Elgin/Franklin Limited220 - 21.867% 
Chrysaor - 14.11% 
Premier Oil UK Limited221 - 5.2% 
Exxon Mobil Corporation222 - 4.375% 
Ithaca Group - 3.9% 
Dyas UK Limited223 - 2.1875% 
Summit Exploration and Production Limited224 2.1875%  

Pierce 

Enterprise225 92.52% 
Ithaca Group - 7.48%  

Don Southwest & Courie  

Enquest226  - 60% 

Ithaca Group - 40% 

West Don  

Enquest- 78.6% 

Ithaca Group - 21.4% 

Ythan 

EnQuest - 60% 
Ithaca Group - 40% 

Broom 

Enquest - 63% 
Molgrowest (I) Ltd & Molgrowest (II) Ltd227 - 29% 
Ithaca Group  - 8% 

 

217  ENI is a public company listed on the New York Stock Exchange and the Italian Stock Exchange. The Italian government 
is the primary controlling shareholder through the government company, National Promotional Institution. 

218 To the best of the Company's knowledge, a wholly-owned private company (100%) of Siccar Point Energy Limited. 
219  To the best of the Company's knowledge, wholly-owned private company (100%) (indirect) of Total S.A., a public 

company listed on the NASDAQ and on the European Euronext Stock Exchange, without a controlling core.  
220 A wholly-owned private company (100%) (indirect) of ENI, a public company listed on the New York Stock 

Exchange and on the Italian Stock Exchange. The Italian government is the primary controlling shareholder through 
the government company, National Promotional Institution. 

221 A wholly-owned private company (100%) of Premier Oil Plc, a public company listed on the London Stock 
Exchange. 

222  To the best of the Company's knowledge, a public company traded on the New York Stock Exchange, without a 
controlling core. 

223 To the best of the Company's knowledge, a wholly-owned private company (100%) of SHV Holdings N.V. 
224 A wholly-owned private company (100%) of Sumitomo Corporation, a public company traded on the Tokyo Stock 

Exchange, without a controlling core. 
225 To the best of the Company's knowledge, a private company controlled by the global Shell Group. 
226  To the best of the Company's knowledge, a wholly-owned private company of EnQuest Plc, a public company listed 

on the London Stock Exchange.  
227  To the best of the Company's knowledge, a wholly-owned private company (100%) of Mol Plc., a public company 

traded on the Frankfurt Stock Exchange. 

https://finance.yahoo.com/quote/XOM/holders/?guccounter=1&guce_referrer=aHR0cHM6Ly93d3cuZ29vZ2xlLmNvbS8&guce_referrer_sig=AQAAAKFRuKN51uB4ElHalUDDS4rpQo7JYXNKcLw3zixRJxamx7_uQjO5uHVPB6obZL7a-ZW_UmIoc3SNMI3UE_Kvz71o81YhyJNBc-QmtyCe5LdMn48iohfduPJeISKMUpbRd2aOZIjal1BYvCVYUX9j8JWPWzNXDpY5AVG6pOpwusZB
https://finance.yahoo.com/quote/XOM/holders/?guccounter=1&guce_referrer=aHR0cHM6Ly93d3cuZ29vZ2xlLmNvbS8&guce_referrer_sig=AQAAAKFRuKN51uB4ElHalUDDS4rpQo7JYXNKcLw3zixRJxamx7_uQjO5uHVPB6obZL7a-ZW_UmIoc3SNMI3UE_Kvz71o81YhyJNBc-QmtyCe5LdMn48iohfduPJeISKMUpbRd2aOZIjal1BYvCVYUX9j8JWPWzNXDpY5AVG6pOpwusZB
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Ithaca Group - 8% 

 

General information about the Company's share in the oil assets 

Acquisition Date: The rights in the Don Southwest, West Don, Pierce and 
Broom assets were acquired by Ithaca Group from 2010 
through 2019. 

The rest of these assets were acquired under the Chevron 
Transaction that was signed on May 29, 2019, and which is 
effective as of January 1, 2019.  

Description of the Company's holding in 
the oil asset 

Through the Company’s holdings (indirect) in Ithaca shares. 

Effective share of oil asset revenues 
attributable to equity holders of the 
Company:  

Britannia - 32.3% 

Brodgar -  

Prior to production of 10 MMboe from supplementary well H4, 
as aforesaid: 6.25% 

Since beginning of production from supplementary well H4 
and until production of 10 MMboe, as aforesaid: 12.5% 

Subsequent to production of 10 MMboe from supplementary 

well H4, as aforesaid: 6.25% 

Callanish - 16.5% 

Enochdhu - 50% 

Jade - 19.93% 

Elgin - Franklin - 3.9% 

Pierce - 7.48% 

Don Southwest and Conrie - 40% 

West Don - 21.4% 

Ythan – 40% 

Broom - 8% 

Total share of equity holders of the 
Company in the cumulative investment in 
the oil asset in the five years preceding 
the last day of the reporting year (whether 
recognized as an expense or as an asset 

in the financial statements)228:  

Enochdhu - USD 0 million 

Jade - USD 1 million 

Elgin-Franklin - USD 7 million 

Pierce - USD 18 million 

Don Southwest, Ythan, Conrie and West Don - USD 16 million 

Broom - USD  0 million 

 

(3) Pre-holding operations and additional information with regard to the Non-Operated Assets  

A. Britannia Reservoir was discovered in 1975 by a third party. Development of the reservoir began in 
1994, and production from the reservoir began in 1998. IOGL acquired its interests in Licenses 
P.103, P.119, P.213 and P.345 in 1984. 

In 1997 a production and treatment platform was established, which is wholly owned by all the 
partners in the reservoir. 

B. Brodgar Reservoir was discovered in 1985. Development of the reservoir began in 2004, and 
production from the reservoir began in 2008. IOGL acquired its interests in License P.118 in 1984.  

In 2006, a production and treatment platform, owned by the partners in the asset, was set up in the 
reservoir, which is tied in to the Britannia reservoir via a bridge.  

C. Callanish Reservoir was discovered in 1999. Development of the reservoir began in 2004, and 
production from the reservoir began in 2008. IOGL acquired its interests in Licenses P.347 and 
P.590 in 1984. 

In 2006, a production and treatment platform, owned by the partners in the asset, was set up in the 
reservoir, which is tied in to the Britannia reservoir via a bridge.  

 

228 Other than Pierce, Don Southwest, West Don, and Broom, the data regarding the rest of the assets contain figures 
for 2019, in view of the foregoing Chevron Transaction. 
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D. Enochdhu Reservoir was discovered in 2005. Development of the reservoir began in 2013, and 
production from the reservoir began in 2015. IOGL acquired its interests in License P.103 in 1984.  

In 2006, a production and treatment platform, owned by the partners in the asset, was set up in the 
reservoir, which is tied in to the Britannia reservoir via a bridge.  

E. Jade Reservoir was discovered in 1996. In 2000 IOGL acquired the rights in the asset and began 
development of the reservoir, and in 2001, a production and treatment platform owned by the 
partners in the asset was set up. In 2002 production from the reservoir began.  

F. Elgin-Franklin Reservoir consists of two reservoirs that were united under a JOA dated February 
1997. The Franklin reservoir and the Elgin reservoir were discovered by Eni Elgin/Franklin Limited 
in 1986 and 1991, respectively. Development of the reservoir began in 1999, and production from 
the reservoir began in 2001. In 2002, IOGL acquired the rights in the Elgin-Franklin Reservoir. 

This reservoir has 5 production and treatment platforms, 3 of which are tied into one another via a 
bridge that was constructed in 1999-2000, and 2 are unmanned platforms that were installed in 
2007 and 2014. All the platforms are owned by the partners in the asset.  

Pierce Reservoir was discovered in 1975 by a third party, and production from the reservoir began 
in 1999. In 2014 Ithaca acquired participation rights of 7.5% in the asset.  Production in the field is 
carried out by using a leased floating facility for production, storage and transport.   

G. West Don and Don Southwest Reservoirs were discovered in 1975 and began producing in 2008. 
Production in the reservoirs is carried out using a leased floating facility that was installed on site in 
2008. The individual production from each field is carried out via submarine pipelines. Ithaca 
acquired its rights in these assets in 2013. Development of the Conrie field included drilling of a 
single well that was tied in to Don Southwest reservoir in 2011. Development of the Ythan field 
included drilling of a single well that was tied in to Don Southwest reservoir in 2015. 

H. Broom Reservoir was discovered in 1976 and began producing in 2004. Ithaca Group acquired its 
rights in the reservoir in 2011. Production at the Brook reservoir is carried out via submarine 
pipelines that transmit the oil to the Heather Platform. 

(4) Compliance with Work Schedules: 

To the best of the Company's knowledge, at Reporting Date, the binding work schedules for the 
foregoing assets have been fully implemented.  

(5) Actual and planned work schedule:  

Breakdown of the main operations carried out in the oil and natural gas fields prior to the holding:  

Period 

Summary of actual operations carried out 
in the period and the planned work 

schedule  

Estimated total 
budget for 
operations 

according to oil 
asset (USD 

millions) 

Actual participation 
of the Company's 
equity holders in 
the budget (USD 

million) 

2017 • Jade: Maintenance work was carried out 
on one of the wellheads in the reservoir. 

• Jade: Work was carried out on the Judy 

Platform for improving compression.  

• Elgin-Franklin: Further production drilling of 

a well (EIE) 

• Britannia: Work was carried out on the 
Britannia Platform for improving 

compression. 

 

296229 - 

2018 • Brodgar: Drilling of supplementary well 

• Elgin-Franklin: Drilling of another 
supplementary well 

• Pierce: Beginning of pressure reduction in 

170230 

 
73 

- 

 
5.4 

 

 

229 It is noted that this refers to the total budget for the operations described above that was invested in 2017. 
230 It is noted that this refers to the total budget for the operations described above that was invested in 2018. 
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Period 

Summary of actual operations carried out 
in the period and the planned work 

schedule  

Estimated total 
budget for 
operations 

according to oil 
asset (USD 

millions) 

Actual participation 
of the Company's 
equity holders in 
the budget (USD 

million) 

the Pierce field, and ongoing operating and 
maintenance costs, including expenses of 
the rig.  

• West Don: Submarine maintenance work 
in the West Don field 

 
8.7 

 

3.5 

 

2019   • Bodgar: Drilling of supplementary well 

• Britannia: Work was carried out on the 
Britannia Platform for improving 
compression. 

• Elgin-Franklin: Further drilling of the 
supplementary well 

• Don Southwest & West Don: 

 
390 

 
 

41 

2020 
onwards 

• Callanish: Drilling of supplementary well 

• Pierce: Drilling of two supplementary wells 
and continuing the project for lowering 

pressure in the reservoir 

• Pierce: Preparations for a gas production 
project; conducting assessments and 
preparing necessary measures for 
executing the project within the planned 
time line.  

• Jade: Drilling of supplementary well 

• Elgin-Franklin: Drilling of supplementary 

well 

• Dons Area - carrying out a bypass to the 

oil pipeline in the reservoirs 

 
483.2 

 
46.5 

 

(6) Actual participating share in the expenses and income of the other Non-Operated Assets: 

The actual rate of rights and participation attributed to the equity holders of the Company are 
equivalent to Ithaca’s rights in all the Non-Operated Assets, as specified in the foregoing tables in 
subsection (2) above (under General Details), as no royalties are paid with regard to these assets 
to the UK government or third parties, and no other derivative royalties whatsoever are paid from 
the income and expenses. 

(7) Description of material agreements between the partners in the oil assets:  

The exploration, development and production operations in the other Non-Operated Assets 
described above are carried out under a JOA that was signed by the partners for each asset, and 
in the Britannia, Callanish, and Eglin-Franklin fields operations are carried out under a unit 
agreement (UUOA or UJDOA, which are essentially similar). It is noted that the unit agreement 
also includes the criteria set under the JOA. 

For further information concerning the issues and material provisions included in the unit 
agreements and JOAs, see section1.8.4(D)(7) above.  

In the majority of the JOAs applicable for the assets in this cluster, the right of a partner in the asset 
to transfer its rights to a third party will be subject to the first refusal rights of the other partners in 
the asset. 

Each of the JOAs and unit agreements in the other Non-Operated Assets provide a different 
majority for decisions by the partners. In view of the rate of IOGL’s rights in the Non-Operated 
Assets, based on mechanisms in the JOA’s and unit agreements, the decisions in these assets will 
not be made by IOGL alone. 

(8) Contingent Reserves and Resources in the Non-Operated Assets 

A. Quantitative data: 

Breakdown of volume of reserves attributed to the Non-Operated Assets Group according to the 
NSAI Report. 
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Reserves in the Group of Other Assets 

 
Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural 
gas  

(MMCF) 

Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural 
gas  

(MMCF) 

Gas 
liquids 
(NGL)  

(MBBL) 

(MBOE) 

Reserves Category Resources in oil asset (100%) Company's share in resources  

P1 Reserves - 150,803 1,270,372 - 9,485 114,403 3,165 32,375 

Probable Reserves - 53,231 363,683 - 4,640 36,681 1,082 12,047 

Proved + Probable 
Reserves (P2) 

- 204,034 1,634,055 - 14,125 151,083 4,248 44,422 

Possible Reserves - 76,794 512,887 - 7,158 50,805 1,560 17,477 

Proved + Probable + 
Possible Reserves (P3) 

- 280,828 2,146,943 - 21,283 201,888 5,808 61,899 

 

B. Discounted cash flow data  

Below is a breakdown of the discounted cash flow data resulting from the foregoing reserves 
(below in this section: the “Cash Flows”). The economic parameters used for the Cash Flows are 
based on information and estimates that the Reserves Evaluator received from Ithaca, as set out in 
section 1.8.4(B)(2)B above. 

Note: It is clarified that the discounted cash flow figures, whether calculated at a specific 
discount rate or without a discount rate, represent the present value but not necessarily the 
fair value. 
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Discounted cash flows from proved reserves (P1) in the Group of Non-Operated Assets, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue 

Royalty 
payments  

Operating 
expenses 

Developme
nt costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 6,339 250,522 - 102,707 46,547 - 101,268 - 101,268 99,368 97,609 95,976 94,453 
December 31, 2021 5,145 216,195 - 81,290 37,877 - 97,028 - 97,028 90,212 84,180 78,811 74,007 
December 31, 2022 4,598 193,279 - 72,422 - 30,185 90,672 - 90,672 80,175 71,317 63,782 57,326 
December 31, 2023 3,839 171,353 - 71,919 - 30,789 68,645 - 68,645 57,835 49,130 42,049 36,235 
December 31, 2024 3,092 140,139 - 69,198 4,698 2,364 63,879 - 63,879 51,293 41,618 34,088 28,163 
December 31, 2025 2,640 121,514 - 68,162 571 2,411 50,370 4,534 45,836 35,103 27,224 21,357 16,931 
December 31, 2026 2,298 108,522 - 69,229 - - 39,293 11,788 27,505 20,073 14,868 11,163 8,485 
December 31, 2027 1,854 90,128 - 66,328 - - 23,800 7,140 16,660 11,607 8,225 5,919 4,321 
December 31, 2028 658 34,033 - 21,436 - 62,681 (50,083) (20,033) (30,050) (19,081) (12,361) (8,156) (5,472) 
December 31, 2029 296 16,223 - 7,617 - 77,124 (68,518) (27,407) (41,111) (25,104) (15,678) (9,993) (6,490) 
December 31, 2030 238 13,440 - 6,785 - 88,299 (81,644) (32,658) (48,987) (28,750) (17,296) (10,643) (6,686) 
December 31, 2031 205 11,940 - 6,769 - 76,343 (71,171) (28,468) (42,703) (23,797) (13,626) (7,998) (4,802) 
December 31, 2032 184 11,039 - 6,812 - 10,022 (5,796) (2,318) (3,477) (2,011) (1,190) (719) (443) 
December 31, 2033 172 10,656 - 6,907 - 10,222 (6,474) (2,590) (3,884) (2,128) (1,197) (689) (406) 
December 31, 2034 161 10,294 - 7,006 - - 3,288  986  2,302  1,136  579  305  165  
Subtotal 31,718 1,399,276 - 664,587 89,693 390,441 254,556  (89,026) 343,582  345,930  333,401  315,250  295,787  
Cash flow for remainder 
of period 657 45,098 - 36,565 - 70,331 (61,797) (25,572) (36,225) (11,254) (3,611) (1,180) (384) 

Total 32,375 1,444,375 - 701,152 89,693 460,771 192,759 (114,598) 307,357 334,676 329,790 314,071 295,403 

 

 

Discounted cash flows from probable reserves in the Group of Other Assets, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue  

Royalty 
payments  

Operating 
expenses 

Developme
nt costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 865 33,874 - (2,137) - - 36,011 - 36,011 35,003 34,072 33,210 32,409 
December 31, 2021 1,077 53,972 - 17,165 - - 36,808 - 36,808 34,231 31,948 29,915 28,093 
December 31, 2022 1,305 68,270 - 29,169 - (30,185) 69,287 0 69,287 61,491 54,882 49,237 44,381 
December 31, 2023 1,162 57,964 - 13,532 - (30,789) 75,220 31,575 43,645 36,951 31,528 27,094 23,434 
December 31, 2024 1,074 53,166 - 7,968 - 29,041 16,157 28,023 (11,866) (9,766) (8,107) (6,782) (5,715) 
December 31, 2025 935 48,782 - 9,129 - 29,621 10,032 19,615 (9,583) (7,570) (6,040) (4,864) (3,950) 
December 31, 2026 850 44,787 - 7,506 - 2,460 34,821 17,699 17,122 12,494 9,254 6,947 5,280 
December 31, 2027 850 45,870 - 10,754 - 2,509 32,607 15,200 17,407 12,090 8,543 6,131 4,464 
December 31, 2028 1,625 83,019 - 54,663 - (62,681) 91,037 36,415 54,622 35,367 23,367 15,725 10,762 
December 31, 2029 1,390 71,895 - 55,252 - (77,124) 93,767 37,507 56,260 34,670 21,850 14,054 9,210 
December 31, 2030 371 20,594 - 10,698 - (9,633) 19,529 7,812 11,717 6,975 4,258 2,660 1,697 
December 31, 2031 325 18,496 - 10,721 - 3,897 3,878 1,551 2,327 1,289 737 435 264 
December 31, 2032 101 6,184 - 538 - 67,848 (62,201) (24,880) (37,320) (19,509) (10,497) (5,799) (3,281) 
December 31, 2033 72 4,477 - 413 - 69,204 (65,141) (26,056) (39,084) (19,482) (10,019) (5,301) (2,879) 
December 31, 2034 32 2,055 - 197 - 10,427 (8,570) (3,099) (5,471) (2,572) (1,251) (627) (324) 
Subtotal 12,034 613,404 - 225,567 - 4,595 383,242 141,361 241,881 211,660 184,525 162,034 143,847 
Cash flow for remainder 
of period 13 891 - 92 - 10,635 (9,837) (3,081) (6,755) (3,064) (1,440) (700) (350) 

Total 12,047 614,294 - 225,659 - 15,230 373,405 138,279 235,126 208,596 183,085 161,335 143,497 
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Discounted cash flows from proved + probable reserves (P2) in the Group of Non-Operated Assets, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue 

Royalty 
payments  

Operating 
expenses 

Developme
nt costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 7,204 284,396 - 100,570 46,547 - 137,279 - 137,279 134,371 131,681 129,186 126,863 
December 31, 2021 6,222 270,167 - 98,455 37,877 - 133,836 - 133,836 124,443 116,128 108,725 102,100 
December 31, 2022 5,903 261,549 - 101,591 - - 159,958 - 159,958 141,666 126,199 113,019 101,708 
December 31, 2023 5,001 229,317 - 85,452 - - 143,865 31,575 112,290 94,786 80,658 69,142 59,669 
December 31, 2024 4,166 193,304 - 77,167 4,698 31,405 80,035 28,023 52,013 41,527 33,511 27,306 22,448 
December 31, 2025 3,575 170,297 - 77,290 571 32,033 60,403 24,149 36,253 27,532 21,183 16,493 12,981 
December 31, 2026 3,148 153,309 - 76,735 - 2,460 74,115 29,487 44,627 32,567 24,122 18,110 13,765 
December 31, 2027 2,704 135,997 - 77,083 - 2,509 56,406 22,340 34,066 23,697 16,768 12,051 8,784 
December 31, 2028 2,283 117,051 - 76,098 - - 40,953 16,381 24,572 16,287 11,006 7,569 5,290 
December 31, 2029 1,686 88,118 - 62,869 - - 25,249 10,100 15,150 9,566 6,171 4,061 2,720 
December 31, 2030 609 34,034 - 17,483 - 78,667 (62,115) (24,846) (37,269) (21,775) (13,038) (7,983) (4,989) 
December 31, 2031 530 30,436 - 17,490 - 80,240 (67,293) (26,917) (40,376) (22,508) (12,889) (7,563) (4,538) 
December 31, 2032 285 17,223 - 7,350 - 77,869 (67,996) (27,199) (40,798) (21,520) (11,687) (6,518) (3,725) 
December 31, 2033 244 15,133 - 7,321 - 79,427 (71,615) (28,646) (42,969) (21,611) (11,216) (5,991) (3,285) 
December 31, 2034 193 12,349 - 7,204 - 10,427 (5,282) (2,113) (3,169) (1,437) (672) (323) (159) 
Subtotal 43,751 2,012,680 - 890,154 89,693 395,035 637,798 52,335 585,463 557,590 517,926 477,284 439,634 
Cash flow for remainder 
of period 670 45,989 - 36,657 - 80,966 (71,634) (28,654) (42,981) (14,318) (5,052) (1,879) (734) 

Total 44,422 2,058,669 - 926,811 89,693 476,002 566,164 23,681 542,483 543,272 512,874 475,405 438,900 

 

 

Discounted cash flows from possible reserves in the Group of Other Assets, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue 

Royalty 
payments  

Operating 
expenses 

Developme
nt costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 673 26,434 - 220 - - 26,214 - 26,214 25,403 24,658 23,971 23,334 
December 31, 2021 1,294 57,327 - (1,750) - - 59,077 - 59,077 54,988 51,362 48,129 45,232 
December 31, 2022 919 45,998 - 2,219 - - 43,779 29,690 14,089 12,493 11,143 9,991 9,001 
December 31, 2023 1,187 68,712 - 20,455 - - 48,257 38,457 9,800 8,249 7,002 5,987 5,155 
December 31, 2024 1,557 89,304 - 30,786 - (31,405) 89,922  39,424  50,498  40,776  33,259  27,376  22,724  
December 31, 2025 1,383 81,082 - 31,698 - (32,033) 81,416  32,562  48,854  37,668  29,399  23,201  18,496  
December 31, 2026 1,024 57,703 - 14,848 - (2,460) 45,314  18,133  27,181  19,790  14,626  10,957  8,311  
December 31, 2027 927 50,445 - 6,172 - 30,818  13,456  5,457  7,999  5,298  3,571  2,446  1,700  
December 31, 2028 988 55,480 - 8,462 - 33,993  13,025  5,210  7,815  4,928  3,170  2,077  1,383  
December 31, 2029 1,211 69,323 - 21,831 - 0  47,492  18,997  28,495  17,938  11,540  7,573  5,060  
December 31, 2030 1,941 107,467 - 67,788 - (76,004) 115,684  46,273  69,410  41,098  24,935  15,469  9,794  
December 31, 2031 1,705 96,725 - 69,793 - (77,524) 104,457  41,783  62,674  35,281  20,398  12,084  7,320  
December 31, 2032 1,536 89,330 - 70,594 - (77,869) 96,605  38,642  57,963  30,876  16,934  9,538  5,504  
December 31, 2033 467 28,852 - 17,298 - (10,222) 21,777  8,711  13,066  6,665  3,508  1,900  1,057  
December 31, 2034 138 8,862 - 866 - 85,151  (77,156) (30,862) (46,293) (22,300) (11,109) (5,706) (3,014) 
Subtotal 16,951 933,043 - 361,280 - (157,555) 729,318  292,477  436,841  319,152  244,397  194,993  161,056  
Cash flow for remainder 
of period 527 36,494 - 3,789 - 182,208  (149,502) (59,801) (89,701) (40,295) (18,779) (9,050) (4,498) 

Total 17,477 969,537 - 365,068 - 24,653 579,815 232,676 347,140 278,856 225,618 185,943 156,558 
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Discounted cash flows from proved + probable + possible reserves (P3) in the Group of Non-Operated Assets, as at December 31, 2019, in USD thousands, for the Company's share 

End of Period Date 

Volume 
produced 
(MBOE) 

Total 
revenue 

Royalty 
payments  

Operating 
expenses 

Developme
nt costs 

Abandonm
ent costs 

Cash flow 
before tax Tax 0% 5% 10% 15% 20% 

December 31, 2020 7,876 310,830 - 100,790 46,547 - 163,493 - 163,493 159,774 156,340 153,157 150,197 
December 31, 2021 7,516 327,494 - 96,705 37,877 - 192,912 - 192,912 179,430 167,490 156,855 147,332 
December 31, 2022 6,822 307,547 - 103,810 - - 203,737 29,690 174,047 154,159 137,342 123,010 110,709 
December 31, 2023 6,188 298,028 - 105,906 - - 192,122 70,032 122,090 103,035 87,660 75,129 64,824 
December 31, 2024 5,723 282,608 - 107,953 4,698 - 169,958 67,447 102,511 82,303 66,769 54,682 45,172 
December 31, 2025 4,958 251,379 - 108,989 571 - 141,819 56,712 85,108 65,201 50,583 39,694 31,477 
December 31, 2026 4,172 211,012 - 91,583 - - 119,429 47,620 71,808 52,358 38,748 29,067 22,077 
December 31, 2027 3,630 186,443 - 83,254 - 33,327 69,862 27,797 42,065 28,994 20,339 14,497 10,485 
December 31, 2028 3,272 172,531 - 84,560 - 33,993 53,978 21,591 32,387 21,215 14,176 9,646 6,673 
December 31, 2029 2,898 157,441 - 84,700 - - 72,741 29,096 43,645 27,504 17,712 11,633 7,780 
December 31, 2030 2,549 141,501 - 85,271 - 2,662 53,568 21,427 32,141 19,323 11,897 7,486 4,805 
December 31, 2031 2,235 127,162 - 87,282 - 2,716 37,164 14,866 22,298 12,772 7,509 4,521 2,782 
December 31, 2032 1,821 106,552 - 77,944 - - 28,608 11,443 17,165 9,356 5,247 3,020 1,779 
December 31, 2033 711 43,985 - 24,618 - 69,204 (49,838) (19,935) (29,903) (14,946) (7,708) (4,090) (2,228) 
December 31, 2034 331 21,210 - 8,070 - 95,578 (82,437) (32,975) (49,462) (23,736) (11,781) (6,029) (3,173) 
Subtotal 60,702 2,945,723 - 1,251,434 89,693 237,481 1,367,116  344,812  1,022,304  876,742  762,323  672,277  600,690  
Cash flow for remainder 
of period 1,197 82,483 - 40,445 - 263,174 (221,137) (88,455) (132,682) (54,613) (23,830) (10,929) (5,232) 

Total 61,899 3,028,206 - 1,291,879 89,693 500,655 1,145,979 256,357 889,622 822,129 738,493 661,348 595,458 

 

  



  

A - 313 

C. The following are sensitivity analyses for the key parameters that the Cash Flows are composed of  

 

  

Sensitivity analysis to changes in sales volume in the Group of Other Assets  

Sensitivity/category 
Discounting rate 

Sensitivity/category 
Discounting rate 

0% 10% 15% 20% 0% 10% 15% 20% 

Increase in sales volume of 10% Decrease in sales volume of 10% 

P1 Reserves  400,867  408,962  387,612  364,225  P1 Reserves 183,287  237,476  234,799  226,869  

Probable Reserves  257,562  194,288  168,872  148,265  Probable Reserves 224,779  167,086  143,692  124,603  

Proved + Probable Reserves (2P)  658,429  603,250  556,484  512,490  Proved + Probable Reserves (2P) 408,066  404,562  378,491  351,471  

Possible Reserves  393,123  250,599  204,647  170,837  Possible Reserves 320,663  219,829  184,561  157,698  

Proved + Probable + Possible 
Reserves (P3) 1,051,552  853,849  761,131  683,327  

Proved + Probable + Possible 
Reserves (P3) 728,729  624,391  563,052  509,169  

Increase in sales volume of 15% Decrease in sales volume of 15% 

P1 Reserves  446,549  449,075  424,507  398,217  P1 Reserves 129,889  192,633  194,112  189,776  

Probable Reserves  271,362  199,508  172,205  150,429  Probable Reserves 222,415  166,127  142,566  123,183  

Proved + Probable Reserves (2P)  717,911  648,583  596,712  548,646  Proved + Probable Reserves (2P) 352,304  358,760  336,678  312,960  

Possible Reserves  412,260  262,397  213,234  177,126  Possible Reserves 298,459  210,621  178,277  153,350  

Proved + Probable + Possible 
Reserves (P3) 1,130,171  910,979  809,946  725,771  

Proved + Probable + Possible 
Reserves (P3) 650,763  569,381  514,955  466,309  

Increase in sales volume of 20% Decrease in sales volume of 20% 

P1 Reserves  494,002  489,251  461,040  431,573  P1 Reserves 79,135  146,221  151,493  150,762  

Probable Reserves  283,435  205,638  176,583  153,624  Probable Reserves 213,792  162,680  139,974  120,912  

Proved + Probable Reserves (2P)  777,437  694,888  637,624  585,197  Proved + Probable Reserves (2P) 292,927  308,901  291,467  271,674  

Possible Reserves  435,964  271,813  219,618  181,692  Possible Reserves 275,687  195,404  166,355  143,895  

Proved + Probable + Possible 
Reserves (P3) 1,213,401  966,701  857,241  766,889  

Proved + Probable + Possible 
Reserves (P3) 568,614  504,305  457,821  415,569  
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Sensitivity analysis to price changes in the Group of Other Assets 

Sensitivity/category Discounting rate Sensitivity/category Discounting rate 
 0% 10% 15% 20%  0% 10% 15% 20% 

Increase in sales volume of 10% Decrease in the sales volume of 10% 

P1 Reserves 406,905  412,342  389,907  365,598  P1 Reserves 164,350  223,869  223,239  216,818  

Probable Reserves 261,961  195,140  169,586  149,195  Probable Reserves 235,235  175,727  150,908  130,539  

Proved + Probable Reserves (2P) 668,866  607,482  559,493  514,793  Proved + Probable Reserves (2P) 399,585  399,596  374,147  347,357  

Possible Reserves 405,125  257,466  210,099  175,276  Possible Reserves 304,368  211,842  179,211  154,203  

Proved + Probable + Possible 
Reserves (P3)  1,073,991  864,949  769,592  690,069  

Proved + Probable + Possible 
Reserves (P3) 703,953  611,437  553,358  501,561  

Increase in sales volume of 15% Decrease in the sales volume of 15% 

P1 Reserves 462,856  458,489  431,826  403,918  P1 Reserves 126,381  183,997  185,121  180,768  

Probable Reserves 271,570  198,016  170,775  149,330  Probable Reserves 208,196  160,393  138,932  120,847  

Proved + Probable Reserves (2P) 734,425  656,506  602,602  553,248  Proved + Probable Reserves (2P) 334,577  344,391  324,053  301,615  

Possible Reserves 433,277  273,519  221,943  184,202  Possible Reserves 280,563  202,548  173,224  150,300  

Proved + Probable + Possible 
Reserves (P3)  1,167,703  930,025  824,545  737,449  

Proved + Probable + Possible 
Reserves (P3) 615,140  546,939  497,277  451,916  

Increase in sales volume of 20% Decrease in the sales volume of 20% 

P1 Reserves 511,108  499,125  468,675  437,511  P1 Reserves 64,796  129,577  135,618  135,713  

Probable Reserves 288,753  205,634  176,035  153,084  Probable Reserves 206,960  160,841  139,102  120,482  

Proved + Probable Reserves (2P) 799,861  704,759  644,709  590,595  Proved + Probable Reserves (2P) 271,756  290,418  274,719  256,194  

Possible Reserves 466,879  290,503  234,281  193,460  Possible Reserves 242,543  179,552  154,284  134,299  

Proved + Probable + Possible 
Reserves (P3)  1,266,740  995,262  878,991  784,055  

Proved + Probable + Possible 
Reserves (P3) 514,298  469,969  429,003  390,494  
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D. Additional sensitivity analyzes 

As a result of the Covid-19 Crisis and the sharp decline in energy product prices recorded in the 
period subsequent to the reporting date, further Cash Flow sensitivity analyses are presented 
below (in USD thousands), that were based on oil and natural gas prices as set out in section 
1.8.4(B)(2)D above. 

  Discounting rate 

Reserves Category 0% 10% 15% 20% 

P1 Reserves 88,003 159,533 168,061 169,651 
Probable Reserves 208,788 161,209 139,657 121,317 
Proved + Probable Reserves (2P) 296,790 320,743 307,718 290,968 
Possible Reserves 194,797 150,672 131,736 116,238 
Proved + Probable + Possible Reserves (P3) 491,587 471,414 439,454 407,205 

 

E. Production Information  

Breakdown of output attributable to the Company's share in the Group of Non-Operated Assets: 

 2019 

 Oil Natural gas Condensate 

Total output in the period 2,615,404 

BBL 

23,597 

MCF 

535,675 

BBL 

Average price per unit of output  USD 64.2 /BBL USD 29.0 /BOE USD 27.1 /BOE 

Average production costs per unit of output USD 15.2 /BOE USD 15.2 /BOE USD 15.2 /BOE 

Average net intake per unit of output  USD 48.9 /BOE USD 13.8 /BOE USD 11.18 /BOE 

Depletion rate in the reporting period with 
respect to the total reserves in the oil asset (%) 

13.5% 13.5% 13.5% 

 

F. Contingent Resources in the Non-Operated Assets 

Breakdown of volume of contingent resources attributed to the Group of Other Assets For further 
information concerning the discounted cash flows resulting from these resources, see p. 63 of the 
Resources Report. 

Contingent resources in the Group of Other Assets 

 
Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural 
gas  

(MMCF) 
Heavy oil   
(MBBL) 

Light oil   
(MBBL) 

Natural 
gas  

(MMCF) 

Gas 
liquids 
(NGL) 

(MBBL) (MBOE) 

Resources Category 

Resources 
in oil asset 

(100%)   

Company'
s share in 
resources      

Low estimate (C1) -   2,985   27,455  -   223   1,705   202   719  

Best estimate (C2) -   10,448   56,441  -   777   2,927   240   1,522  

High estimate (C3) -   17,552   66,386  -   2,027   3,488   282   2,911  

 

Forward-looking information: There is no certainty that commercial production of any part 
of the contingent resources is possible. 

 

G. Negligible Oil Assets 

Ithaca has interests in three additional exploration phase licenses, Thundercat, Isabella and 
Bluesky, that the Company considers to be negligible to the Company’s operations, its total assets 
and its business results. Accordingly, below is a brief description of these assets:  

 



  

A - 316 

(9) General Details 

General Details 

Name of oil asset: Three exploration licenses: 
Isabella, 
Thundercat, 
BlueSky  

Location: These oil and gas assets are located in the middle of the 
North Sea on the UK Continental Shelf. 

Type of oil asset and description of permitted 
operations according to the type 

Licenses for the exploration, development and utilization 
of oil and gas resources are issued by the UK 
government.  

Original grant date of the oil asset Isabella: 
P.1820 - Jan 10, 2011 
Thundercat: 
P.2345 - Sept 30, 2018 
Blue Sky: 
P.2357 - Oct 1, 2018 

Original expiry date of the oil asset Isabella:  
P.1820 - Dec 31, 2020 
Thundercat: 
P.2345 - Sept 30, 2023 
Blue Sky: 
P.2357 – Sept 30, 2022 

Decision date for extension of the term of the 
oil asset 

- 

Current expiry dates of the oil assets See above 

Note whether there is an additional option of 
extending the period of the oil asset: if there is 
such an option, note the period of the possible 
extension 

Isabella: 
 P.1820 - the term of the license can be extended until 
July 18, 2022 
Thundercat: 
 P.2345 - the term of the license can be further extended 
until September 30, 2027  
Blue Sky: 
 P.2345 - the term of the license can be extended until 
September 30, 2026  

Name of Operator Total serves as Operator in the Isabella license;  
Ithaca UK serves as Operator in the Thundercat and 
Bluesky licenses; 

Names of the direct partners in the oil asset 
and their direct share in the oil asset and, to 
the best of the Company's knowledge, the 
names of the controlling shareholders in the 
partners 

Isabella: 
Ithaca Group - 10% 
Neptune E&P UK Limited231 - 50% 
Total - 30% 
EurOil Exploration Ltd.232 - 10% 
Thundercat: 
Ithaca Group - 50% 
Equinor233 - 50% 
Bluesky: 
Ithaca Group -100% 

 

 

231  To the best of the Company’s knowledge, a private company that is part of the Neptune group, whose key 

shareholders are China Investment Corporation, Carlyle Group and CVC Capital Partners;   

232 To the best of the Company's knowledge, a private company belonging to the Edison Group, controlled by 

Electricité de France Group ("EDF"). 
233 To the best of the Company's knowledge, a wholly-owned private company (100%) of Equinor ASA, a public 

company traded on the NASDAQ and the Oslo Stock Exchange, without a controlling core. 
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A. Actual and planned work schedule 

Isabella - An exploration phase license. Ithaca UK acquired the license in April 2013. This license 
covers an area of 72 sq. km. On October 1, 2019 the Partners in the Isabella oil asset decided on 
carrying out an initial exploration drilling in the area of the oil asset. For further information, see the 
immediate report of October 2, 2019 (Ref. No. 2019-01-084900).  

On March 16, 2020 Total E&P North Sea UK Ltd., the operator in the oil asset, announced that 
during the trial drilling indications of petroleum were discovered in the target layers of the drilling 
and that due to high pressure and temperatures, at this stage it was not possible to conduct 
production tests using the existing equipment. According to the information given to Ithaca, the 
operator intends examining various options for conducting production tests in the oil asset at a later 
date. For further information, see the immediate report of March 18, 2020 (Ref. No. 2020-01-
026124). 

Thundercat - The license was granted to Ithaca by the UK government. In 2019 Ithaca (through its 
subsidiaries) intends conducting a geological survey in the license area with the aim of exploring 
the possibility of an exploration drilling. If a trial drilling will be carried out, it will contribute to the 
possibility that the license Will be extended in the future by the UK government. 

Bluesky - The license was granted to Ithaca by the UK government. In 2019 Ithaca (through its 
subsidiaries) intends to conduct a geological survey in the license area for the purpose of testing 
the feasibility of conducting exploratory drilling. If in the future the UK authorities are given a 
commitment that the test drilling will be carried out, the validity of the license may be extended for a 
further period.  

 

(H) Management declaration 

Below is the Management declaration concerning the NSAI report (below in this section: the 
“Appraiser”), which contains an assessment of the resources attributed to Ithaca Group’s oil assets 
located on the UK Continental Shelf, as set out above:  

(1) Declaration date: May 2, 2020;  

(2) Name of reporting corporation: Delek Group Ltd. 

(3) Name and position of the resource valuation officer in the Company: Gabriel Last, 
Chairman of the board of directors  

(4) We hereby confirm that the Reserves Evaluator received all the information required to 
perform the work. 

(5) We hereby confirm that nothing came to our attention that indicates any dependence 
between the Reserves Evaluator and the Company. 

(6) We confirm that, to the best of our knowledge, the resources reported are the best and 
most current estimates available to us. 

(7) We hereby confirm that the data included in this Report were prepared in accordance with 
the professional terms under Chapter Seven of the Third Schedule to the Securities 
Regulations (Details of the Prospectus and Draft Prospectus - Structure and Form), 1969, 
and the meanings given to them in Petroleum Resources Management System (2018) 
published by the Petroleum Engineers Association (SPE), the American Association of 
Petroleum Geologists (AAPG), the World Petroleum Council (WPC) and the Association 
of Petroleum Assessment Engineers (SPEE), as in effect at the time of publication of the 
Report; 

(8) Subsequent to closing of the Chevron Transaction, the Company decided to contract with 
NSAI, the Company's independent reserves evaluator to draw up a resources report for 
all of Ithaca's oil assets, and therefore the Company terminated its engagement with its 
former independent reserves evaluator, Sproule International Ltd. that had drafted the 
resources report of Ithaca’s oil assets for the Company prior to the closing of the Chevron 
Transaction.   

(9) We consent to inclusion of the above statement in this report. 
 

  Gabriel Last, Chairman of the Board of Directors 
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1.8.5. Oil Assets in the US Gulf of Mexico234  

(A) General  

(1) In January 2018, Delek GOM (below in this section: the “Buyer”) a wholly owned foreign subsidiary 
of the Company, engaged in an agreement to acquire oil and gas interests with GulfSlope Energy 
Inc. and Texas South Energy Inc. (in this section below: the “Transferors”), public companies 
whose shares are listed for trading in the USA (OTC). The oil assets under this agreement are 12 
federal leases for exploration, development and production of oil and gas in the Gulf of Mexico, 
USA, in shallow waters (less than 150 m depth). In the area of these oil assets, the Transferors 
identified nine major prospects for exploration drilling, seven of which are in deep layers and two in 
shallow layers. 

The agreement included acquisition of the interests held by the Buyer of 75% rights in two oil and 
gas assets located in the Gulf of Mexico area in the United States: Canoe and Tau. Under the 
foregoing agreement, the Buyer was granted an option to acquire interests in additional prospects, 
subject to certain conditions as set out in the agreement (below in this section: ("Acquisition 
Agreement"). Under the Acquisition Agreement, the Buyer undertook to finance 90% of the cost of 
drilling in each of the two oil assets, in return for receiving 75% of the interests in these assets. The 
operator in these oil assets is GulfSlope Energy, Inc. (" “GulfSlope”), which holds a 20% interest in 
each asset. For a description of the highlights of the Acquisition Agreement, see section Error! 
Reference source not found. below 

(2) The exploration drilling in the Canoe oil asset was completed in August 2018, and once the 
Operator did not report a discovery, the Company amortized the total costs of its investment in this 
asset in its financial statements for the third quarter of 2018. For further information concerning the 
forgoing drilling, see the Company's report dated August 28, 2018 (Ref. No.: 2018-01-081669). As 
of Reporting Date, the Operator has not given the partners notice of the abandonment of the 
Canoe oil asset, but at this stage the Company considers it to be an oil asset whose operations 
have been discontinued. 

(3) An appraisal well was drilled in the TAU oil asset, which began in September 2018 and 
discontinued in June 2019. According to information received from the Operator, the well 
encountered problems that caused delays in the time schedules and required significant additional 
budget. For further information, see the immediate reports issued by the Company on December 
27, 2018, February 5, 2019 and March 8, 2019 (Ref Nos:. 2018-01-128031, 2019-01-010510 and 
2019-01-019716, respectively).  

According to the Operator’s report at the end of the drilling, the drilling did not penetrate 
recoverable hydrocarbon bearing layers, but signs of hydrocarbons were found. The Operator did 
not announce a discovery. At the recommendation of the Operator the wellhead was sealed and 
abandoned in a way that will allow reentry to the well at a later stage.  For further information, see 
the immediate report issued by the Company on May 13, 2019 (Ref. No. 2019-01-045886). On 
June 4, 2019, the Operator completed sealing of the well. The Operator intends exploring various 
possibilities relating to further operations in the future in the area of the well and in testing the 
deeper layers of the prospect, that have not yet been drilled.   

The cost of the well (100%) until it was sealed and abandoned as aforesaid amounted to a total of 
USD 95 million, and after offsetting the insurance funds received for the incidents that occurred 
during the drilling, USD 85 million (the Company’s share is USD 72 million). In November 2019, the 
insurers approved insurance coverage for the event underlying suspension of the drilling at a depth 
of 15,245 feet (as set out above) and therefore, it is expected to receive additional insurance 
payments. In view of the uncertainties that were created and the uncertainty regarding the plan for 
continued drilling that as at the date of approval of the Report even increased, the Company's 
management decided, at this stage, to include a provision for impairment with regard to the 
investment in the Tau asset, taking into consideration the insurance proceeds that are still 
expected to be received in the amount of USD 53 million (NIS 182 million). Consequently, the 
Company regards the License to be a negligible oil asset in relation to its operations in the energy 
sector, and accordingly, below is a brief description of the oil asset. 

 

234  For further information concerning an agreement for the acquisition of an on-production oil asset in the US Gulf of 
Mexico region that did not come into effect due to the refusal of one of the partners in the asset, see Immediate 
Reports issued by the Company on May 12, 2019 and April 11, 2019 (Ref. Nos: 2019-01-044953 and 2019-01-
032907, respectively). 
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(B) Information regarding the Tau oil asset  

(1) General Details 

General information about the oil asset 

Name of oil asset: Tau 

Location: The Tau Prospect is located within the area of two US 
federal concessions. The asset is located in the Gulf of 
Mexico, USA, off the coast of Louisiana, 218 km south west 
of New Orleans, USA.    

Area The area of each Concession is 5,000 acres (20.23 sq.km).  

Type of oil asset and description of 
permitted operations according to the type 

Federal Lease; 
Permitted operations - oil and gas exploration, development 
and production in the defined area known as a Lease under 
US government regulation.  

Original grant date of the oil asset OCS-G 35244 (Block Ship Shoal 336) - Jul 1, 2014 
OCS-G 36121 (Block Ship Shoal 351) - Nov 1, 2017  

Original expiry date of the oil asset: OCS-G 35244 - Jun 30, 2019 
OCS-G 36121 - Oct 31, 2022 

Date of decision regarding extension of the 
term of the oil asset: 

OCS-G 35244 (Block Ship Shoal 336) – Jul 15, 2019 
OCS-G 36121 (Block Ship Shoal 351) – Dec 16, 2019 

Current expiry date of the oil asset OCS-G 35244 (Block Ship Shoal 336) – Jun 30, 2022 
OCS-G 36121 (Block Ship Shoal 351) – Oct 31, 2025 

Note whether there is an additional option of 
extending the period of the oil asset: if there 
is such option, note the period of the 
possible extension 

Subject to the approval of a BOEM inspector (in the OCS-G 
36121 concession) and subject to the approval of a BSEE 
inspector (Bureau of Safety and Environmental 
Enforcement) (in the OCS-G 35244 concession), the 
licenses can be extended to eight years from the date of the 
original grant, subject to the drilling of a well deeper than 
25,000 feet TVD (true vertical depth) from the surface, in the 
first five years. It is noted that from discovery of a finding, 
the Concession will be valid so long as oil or gas are 
produced in commercial quantities, subject to the approval 
and requirements of BOEM and the relevant regulator. 

Note name of Operator: GulfSlope  

Names of the direct partners in the oil asset 
and their direct share in the oil asset and, to 
the best of the Company's knowledge, the 
names of the controlling owners in the 
partners 

Delek GOM Investments, LLC – 75% 
GulfSlope235. – 20% 
Texas South Energy Inc.236 – 5% 

 

General information about the Company's share in the oil asset 

Acquisition date of the lease for the 
acquired oil asset 

January 8, 2018, pursuant to the terms and conditions of the 
acquisition agreement. 

Description of the Company's holding in the 
oil asset 

Holding through a wholly owned foreign subsidiary. 

Effective share of oil asset revenues 
attributable to equity holders of the 
Company: 

63.3% (see calculation below). 

Total share of equity holders of the 
Company in the cumulative investment in 
the oil asset in the five years preceding the 
last day of the reporting year (whether 
recognized as an expense or as an asset in 
the financial statements)  

USD 35 million 

 

235 A US public energy company whose main shareholder is Mr. John N. Seitz. As set out below, as at Reporting Date, 
GOM holds 22% of the share capital of GulfSlope. 

236 A US public energy company without a controlling shareholder. 



  

A - 320 

(2) Map of the Tau oil asset 

 

(3) Operations prior to holding of the Tau oil asset 

To the best of the Company's knowledge, prior to the date of the Interests Acquisition Agreement, 
no significant operations were carried out in the oil asset other than the acquisition and processing 
of seismic information.  

(4) Compliance with work schedule:  

According to the terms and conditions of the Tau oil asset, there is no detailed work schedule that 
obligates the asset holders, however, extension of the concession is contingent on the execution of 
an exploration drilling during the concession period, as set out in the table in section 1.8.5(B)(1) 
above. As aforesaid, in September 2018, an exploration well was drilled in the Tau oil asset and 
accordingly, it was decided to extend the concession for an additional term of 3 years, as set out in 
section Error! Reference source not found. above.  

(5) Work Schedule for Tau Oil Asset:  

Breakdown of the carried out and planned operations in the drilling of the oil asset:  

Period 
Summary of actual operations in the period or 

of the planned work plan  

Estimated total 
budget for 

operations on the 
level of the oil 

asset (USD 
thousands) 

Actual 
participation of 
the Company's 

equity holders in 
the budget (USD 

thousands) 

2018  • Preparations for drilling to obtain regulatory 
approvals, engineering preparations to carry 
out the drilling; environmental, geophysical and 
archaeological risk surveys.  

• Exploration drilling, including releasing the 
drilling platform, sealing and abandonment of 
the well, and related expenses.  

738 

 
 

39,000 

664 

 
 

35,000 

2019  • Exploration drilling, including release of the 
drilling rig, and plugging and abandonment of 
the well, and related expenses. 

33,000 25,000 

 

2020 
onwards 

• Further seismic assessments by the Operator  
- - 

 

Forward-looking information: The Company's estimate regarding the planned operations in the 
Lease, including the costs, schedules, and actual performance, is forward-looking information 
as defined in the Securities Law, based on assessments regarding the components of the work 
plan and their costs, which may change from time to time. Implementation of the actual work 
plan, including schedules and costs, may differ materially from the above estimate and is 
subject, among other things, to market conditions, regulation, many external circumstances, 
including technical requirements and capacity, and economic viability. 
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1.8.6. Exploration license in Block 7, in Canada.  

At the end of 2016 the bid filed by the Company jointly with Navitas Petroleum Limited237 (“Navitas”) 
under a tender for offshore exploration licenses in the area east of Newfoundland in Canada, for an 
exploration license in the Block 7 area, was accepted (below in this section: “the license”)238. The 
Company’s share in the License is 70% and Navitas' share is 30%. The Company regards the 
License to be a negligible oil asset in relation to its operations in the energy sector, and 
accordingly, below is a brief description of the oil asset. 

(A) General Details 

General information concerning the oil assets 

Name of oil asset: EL1147 

Location: An offshore asset located 350 km east of Newfoundland 
eastern Canada, at marine depth of 1,500 meters (estimated 
drilling depth of 4,750 m) 

Area 2,000 sq. km 

Type of oil asset and description of 
permitted operations according to the type  

Exploration license allowing its holders to conduct oil and gas 
exploration, including seismic surveys and exploratory 

drillings. 

Original grant date of the oil asset Jan 15, 2017 (Tender date - Nov 9, 2016) 

Original expiry date of the oil asset: 6 years from date granted 

Decision date for extension of the term of 
the oil asset 

- 

Current expiry date of the oil asset Jan 14, 2023 

Possibilities for extending the term of the 
oil asset: 

The license was granted for a term of 6 years from the date on 
which granted. The license may be extended by three years, 
subject to additional guarantee payments that will be released 
against drilling in the license. At the end of the period, the 
license will expire and the license areas will be returned, with 
the exception of areas in which a discovery is declared, (if any 
is proclaimed), and a material discovery or development 
license will be received for it. 

Note name of Operator: Navitas Petroleum Canada Inc. (controlled by Navitas) 

Names of the direct partners in the oil 
asset and their direct share in the oil asset 

1099494 B.C Ltd239  – 70% 

 Navitas Canada - 30% 

 

(B) Actual and planned work schedule 

The table below includes a summary of the main operations actually performed in the License area 
up until Reporting Date and a breakdown of the planned operations in the License240:  

Period 
Summary of actual operations in the period or 

of the planned work plan 

Estimated total 
budget for 

operations on the 
level of the oil 

asset (USD 
thousands) 

Actual 
participation of 
the Company's 

equity holders in 
the budget (USD 

thousands) 

2017  Purchase of 2D seismic surveys, processing and 
decoding 

467 330 

2018  Purchase of 2D seismic surveys, processing and 233 163 

 

237  A subsidiary owned by Navitas Petroleum Limited that is traded in Israel. 
238 For further information regarding the tender, see the immediate report issued by the Company on November 10, 

2016 (Ref. No: 2016-01-076017), the information appearing therein is hereby noted by way of reference. 
239  A wholly owned subsidiary of the Company, incorporated in Canada, which was established for the purpose of 

holding the rights in the License. 
240 Excluding annual lease fees. 
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Period 
Summary of actual operations in the period or 

of the planned work plan 

Estimated total 
budget for 

operations on the 
level of the oil 

asset (USD 
thousands) 

Actual 
participation of 
the Company's 

equity holders in 
the budget (USD 

thousands) 

decoding 

2019 Further processing and decoding of the data 
obtained from the seismic survey purchased in 

2018. 
20 14 

2020 
onwards 

At this stage, the project partners will wait for the 
expected drillings by BP Exploration and its 
partners in the adjacent blocks, and afterwards 
they will decide whether to carry out additional 
operations in the Block, based on the results of 

these operations241.  

20 14 

 

Forward-looking information: The Company's estimate regarding the planned operations in 
the licenses, including the costs, schedules, and actual performance, is forward-looking 
information as defined in the Securities Law, based on the Operator's assessments 
regarding the components of the work plan and their costs, which may change from time to 
time. Actual execution of the work schedule, including timetables and costs, may differ 
materially from the foregoing and is subject, among other things, to market conditions, 
applicable regulation, numerous external circumstances, technical requirements, technical 
capacities, and economic viability. 

1.8.7. Products and services  

(A) As at Reporting Date, the Company's revenues in the foreign energy sector are mainly from its 
subsidiary Ithaca, whose revenues are from the sale of oil, natural gas, condensate and other 
supplementary petroleum products. 

(B) The key nature of the Company's products are: (1) oil is a liquid material consisting essentially of a 
hydrocarbon compound and its density ranges from 9 degrees to 55 degrees API, indicating the 
relative density of liquid oil compared to water, and the color of the oil ranges from yellow to black; 
(2) natural gas is a compound containing mainly methane, and the difference between wet gas and 
dry gas is that dry gas does not contain liquid hydrocarbons, and methane accounts for almost all 
of its composition; (3) condensate is a natural product of the condensation process of various 
components in natural gas and is caused due to the pressure and temperature differences in the 
reservoir and those on the surface.  

The distinction between heavy oil and medium and light oil is due to the density of crude oil and the 
typical amount of distillates that determine its classification as light or heavy. Heavy oil has heavier 
components, a higher density and higher boiling points than light oil, and heavy crude oil is usually 
needs a thinner added to the pipeline sections to facilitate its flow. Heavy crude oil products include 
asphalt, lubricants, waxes and fuel oil. Light crude oil produces large quantities of light fuels 
(distillates) and small amounts of residual. As noted above, Ithaca's oil and natural gas assets 
generate heavy oil from Captain and Alba fields as well as light and medium oil from the rest of the 
on-production assets.  

(C) For further information concerning the operating segment, including trends and changes occurring 
in it, see section Error! Reference source not found. above. 

 

241 To the best of the Company’s knowledge, based on public announcements by BP, the Corporate Consortium, BP 
Hess and Noble Energy, they were granted the three licenses adjacent to the Company’s license in return for an 

undertaking to carry out operations in a scope of CAD 413 million. 241 In October 2018, BP submitted a plan for 
approval by the authorities in Canada, according to which it intends to drill in the licenses adjacent to Block 7 (and 
in another license), up to 20 exploration wells from 2022 through 2026. BP recently reported that it intends to 
conduct an electromagnetic survey in part of the fields in these licenses. 
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1.8.8. Customers  

(A) As at date of approval of the Report, Ithaca Group provides oil and natural gas to several large 
international marketing companies that operate, among others, on the UK Continental Shelf in the 
North Sea region, and which sell the products to the end consumers. The price of oil varies 
between the fields and is based on several components, including the density and consistency of 
the oil produced from each field, and payment is made on the basis of an estimated monthly 
production volume that Ithaca sends to the companies each month. The agreements for selling 
natural gas set a price calculation that is based on standard UK market prices, as published from 
time to time, with a discount on the transmission system entry fees and additional discounts in 
some cases. 

(B) Most of Ithaca's revenues from the sale of oil and natural gas in 2019-2017 were from two key 
sales agreements: (1) an agreement for the sale of produced hydrocarbons (the agreement covers 
the oil supply to the onshore reception terminals (Terminal Grades) in the UK as well as the oil 
supplied via marine oil tankers (Niche Grades), from the Alba and Pierce Fields) to Shell 
International Trading and Shipping Company Limited  (“Shell”) which in 2017, 2018 and 2019 
constituted 84%, 70% and 42% of the total revenues in those years, respectively; and (2) an 
agreement for the sale of produced hydrocarbons that are supplied to the Teeside region (UK) to 
BP Gas Marketing Limited (“BPGM”), which in 2018 and 2019 constituted 33% and 43% of the total 
revenues in these years, respectively. 

(C) Under the Chevron Transaction, additional agreements were signed with BP International and 
BPGM for the sale, purchase and/or marketing of natural gas and crude oil from the Acquired 
Assets. These agreements were signed for a term of 5 years from date of signature and also cover 
aspects related to the supply of oil recovered from Ithaca's on-production assets via the Forties 
Pipeline network and the Forties reception terminal. Furthermore, the agreements cover aspects 
related to the supply of oil recovered from the Alba and Captain Fields via marine tankers, as well 
as for the supply of the bulk of the natural gas produced, via onshore natural gas reception 
terminals in the UK.  

Changes in the agreements with Shell and/or BPGM, or the inability to comply with their 
commitments towards Ithaca Group could have a material effect on the cash flows of Ithaca Group 
and of the Company.  

Effect of the Covid-19 Coronavirus Crisis: 

As set out in section 1.8.3(K) above, the cancellation of OPEC+ agreements and the economic 
impacts involved in the spreading of the Covid-19 coronavirus has led to further stockpiling of oil 
inventories and increasing use of floating storage facilities. This trend has raised concerns with 
regard to storage capacities that are expected to cause substantial stress on market prices and 
price curve volatility. The issue of storage relates mainly to petroleum products and does not 
directly affect the supply agreements for natural gas produced from Ithaca’s reservoirs.  

The sales agreements between Ithaca and its customers do not include commitments to purchase 
or supply minimum or maximum volumes of the energy products produced from its reservoirs, 
therefore Ithaca has the discretion to decide the monthly volume it wishes to supply. Furthermore, 
and as aforesaid, Ithaca’s agreements with its customers are based on payment for the estimated 
volume Ithaca will supply each month and are not based on its customers’ utilization of the actual 
production rate.  

Ithaca’s key customers, BPGM and Shell, are two of the largest energy companies in the UK 
market and as at date of approval of the Report, Ithaca’s contractual relationship with them is 
stable and to the best of Ithaca’s assessment it has the capacity to continue receiving the volumes 
of oil and gas produced from its oil assets. Nonetheless, due to the Covid-19 crisis and its 
consequences, as at date of approval of the Report, there is substantial surplus supply of oil on the 
markets and the reservoirs which have capacity for storing the surplus oil are running out. 
Consequently, as at date of approval of the Report, there is much uncertainty and it is not possible 
to assess the levels of supply and demand for energy products and their prices in the coming 
months and years, and whether it will be possible to store the surplus volumes in the reservoirs. 

For further information in this regard see section 1.8.26(B) in the section on Ithaca’s risk factors 

1.8.9. Marketing and distribution 

The oil and natural gas produced from the Ithaca Group's on production assets are supplied via a 
subsea pipeline to onshore reception terminals in the UK, and by supplying directly to the end 
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consumers via shuttle tankers and to floating facilities, and all as described with regard to Ithaca 
Group assets in section Error! Reference source not found. above.  

The subsea pipeline and the shuttle tankers through which Ithaca Group supplies its products, as 
aforesaid, are owned and operated by third parties. Restrictions on the use of these transport 
infrastructures, if any, could have an adverse effect of the production rate of oil and natural gas 
from the Ithaca Group assets.  

Effect of the Covid-19 Coronavirus Crisis: 

As set out in section Error! Reference source not found. above, Ithaca has agreements with 
international marketing companies and not with end customers that consume the hydrocarbon 
products produced from Ithaca’s reservoirs. These agreements are based on payment for the 
estimated monthly production volumes that Ithaca intends to provide to the companies and 
payment does not require actual consumption of committed volumes. As a result, Ithaca does not 
see the global decline in demand for energy products as a material risk to its marketing and 
distribution networks, that are based on the agreements described in section Error! Reference 
source not found. above 

1.8.10. Order backlog 

As noted in section 1.8.8(A) above, Ithaca’s commercial agreements are based on payment for the 
estimated monthly volumes that Ithaca intends to supply to its customers every month. Therefore, 
Ithaca does not have significant end order backlogs. 

1.8.11. Competition  

As a rule, the oil and natural gas industry is highly competitive from all aspects. Ithaca Group 
competes with numerous players in oil and natural gas exploration and acquisition in the UK North 
Sea region, as well as in recruiting and retention of professional experienced work force. Ithaca's 
main competitors are companies with greater financial resources, human resources and facilities 
than those of Ithaca. Moreover, the oil and gas sector in the US and Canada is even more 
competitive. 

Competition is reflected, among other things, in exploration, production rate and marketing of the 
oil and gas, and the price obtained, many companies and private entities with vast experience and 
proven know-how, large-scale workforce and diverse financial means, operate in the oil and gas 
sector. Furthermore, competition in the industry in the US and the UK is mainly in the acquisition of 
concessions from the State or Federal Government or private entities (accordingly). In addition, the 
competition in the oil and natural gas for industry sector may be significantly affected by the 
applicable regulation in the energy industry in the regions where the oil and natural gas assets are 
located. The effect of regulation and regulatory changes cannot be foreseen and therefore may 
affect oil and natural gas exploration, development, production and marketing costs. The oil and 
natural gas industry also competes against other producers of renewable energy, such as solar 
energy, water generated energy and wind generated energy. Oil is a global commodity and its price 
is dictated by world-wide supply and demand fluctuations. Natural gas is considered a commodity 
in the US (natural gas futures contracts are traded on the New York commodities exchange 
(NYMEX), the US Future Exchange (USFE) and the Multi Commodity Exchange (MCX), therefore 
competition with the other oil and/or gas producers is not expected to materially impact the 
Company’s oil and/or gas sales.  

Effect of the Covid-19 Coronavirus Crisis: 

As set out in section Error! Reference source not found. above, against the background of the 
Covid-19 crisis, the macroeconomic environment in first trimester of 2020 has been unprecedented 
and challenging. The severe drop in demand for oil and other energy products and cancellation of 
the OPEC+ agreements led to substantial surplus in supply that generated accelerated competition 
and freefall of the prices of energy products and Brent and WTI rates, that as at date of approval of 
the Report are at record lows and the reservoirs that have capacity for storing the surplus oil 
produced are running out. As at date of approval of the Report, the Company is unable to estimate 
how the supply and demand for energy product will change in the coming months and years, and 
how this will impact the energy prices and Ithaca’s operations. 

1.8.12. Seasonality  

Energy consumption in the winter months in the UK, US and Canada has increased, and thus also 
the demand for fuels used for heating. Moreover, in August every year there is usually an increase 
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in demand for transportation fuels due to the increased civilian use of cars during this period in the 
US and UK. The effect of this seasonality is usually an increase in energy prices during these 
months, in general; nonetheless, energy prices are affected by numerous other factors in the global 
market, as set out in section 1.8.3 above. In addition, climatic conditions also affect demand for 
natural gas, therefore in the first and fourth quarters of each year, demand rises and as a result, 
the price of natural gas also rises. It should be noted that the climatic conditions in the UK and in 
the US, particularly during the winter months, may restrict or stop drilling and production operations 
for certain periods in the oil and natural gas assets. Furthermore, climate conditions are liable to 
affect demand for equipment, supply and human resources, thereby generating additional costs 
and delaying operations.  

1.8.13. Production capacity 

Based on the work plans that Ithaca drafted at the beginning of 2020, it estimated that the average 
production rate from the on-production oil and gas assets in which Ithaca Group has interests 
would amount to 70,000 - 75,000 BOE per day (rate of liquids - 66%). Ithaca estimates that the 
maximum rate of production in these assets is 80,000 barrels per day.  

Due to the outbreak of the Covid-19 coronavirus and economic crisis, the Company estimates that 
the Covid-190 crisis and its consequences are liable to have an adverse and material effect on the 
actual production volume from these oil assets in 2020 (for further information see section 1.8.3(K) 
above). 

1.8.14. Property, plant and equipment  

Part of Ithaca Group's assets are grouped into production hubs. The inherent advantage of 
production hubs is the use of one central infrastructure into which a number of fields close to the 
hub are tied, thereby minimizing development and production costs. Ithaca Group owned 
production hubs include the FPF-1 facility that serves the GSA Project, the Captain reservoir 
facilities that include two permanent rigs and a FPSO facility, the Brittania Field infrastructures that 
serve the Alder, Brodgar, Callanish and Enochdhu fields, and the Northern Producer floating 
platform that serves the Don Southwest, West Don and Ythan fields. For further information 
regarding the facilities see sections Error! Reference source not found. and Error! Reference 
source not found. above. With regard to the other fields owned by Ithaca Group, they either 
operate independently with designated infrastructures or are tied-in to other hubs, and all as set out 
in sections 1.8.4(C) and 1.8.4(E) above. 

1.8.15. Human resources  

(A) As at December 31, 2019, Ithaca and the Group companies employed 490 full time employees, 
and including the 450 IOGL employees whose employment was continued subsequent to the 
acquisition of IOGL. Furthermore, Ithaca and the Group companies receive a range of services 
from independent subcontractors who provide professional and consultation services on a one-time 
or ongoing basis. 

(B) As at Reporting Date, the Company does not employ a workforce for its operations in its US Gulf of 
Mexico and Canadian oil assets, and at this stage makes use of various independent consultants, 
including professional geologists and experts, lawyers, and financial advisors, if such advisors are 
needed. 

1.8.16. Raw materials and suppliers  

For each project or field in which the Company has rights in oil and gas assets, directly or 
indirectly, an operator is appointed for the project. The operator contracts with professional 
contractors, which have the relevant equipment, for each field or project, accordingly. Any increase 
or decrease in crude oil prices usually affects the availability of contractors and required 
equipment, as well as their costs. It should be noted that Ithaca serves as Operator in three of the 
on-production oil and gas assets, in three development phase fields and one exploration stage 
field, in which it has rights, and as such Ithaca is responsible for contracting with the service 
contractors and suppliers of materials and equipment required for carrying out the exploration, 
development and production operations in these fields. As the Operator in its key assets, Ithaca is 
able to effectively manage the timing and cost of its various investments in the assets. Such 
management enables Ithaca the control and flexibility to plan future investments. 
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1.8.17. Working Capital 

According to its financial statements as at December 31, 2019, Ithaca has a working capital deficit 
of USD 89 million for the period of twelve months, mainly due to the one-time tax payment in the 
amount of USD 7 million attributable to CNSL earnings for 2019. 

Breakdown of Ithaca's working capital:  

 The amount included in Ithaca's 2019 
financial statements 

USD Millions 

Current assets (mainly accounts receivable from transactions 
and inventory) 

341.9 

Current liabilities (mainly accounts payable to suppliers) 430.9 

Surplus current liabilities over current assets -89.0 

 

For further information concerning the financial position of Ithaca, see Note 1C3 to the 
Financial Statements.  

1.8.18. Financing 

(A) Ithaca funds its operations from equity (operating cash flows), credit facilities and loans. As set out 
below, to finance the Chevron Transaction, Ithaca completed refinancing that included, among 
other things, increasing its reserve based lending facility (“RBL”) in the amount of USD 1,650 
million, deferring its repayment date to April 2024 (instead of December 2022) and the repayment 
of a bank load of USD 300 million. For further information see Notes 10F3 and 18C4 to the 
Financial Statements attached to this Report. 

Furthermore, in July 2019, Ithaca issued unsecured debentures in an amount of USD 500 million.   

For further information concerning additional loans provided to Ithaca’s parent companies in August 
and November 2019, including for the purpose of financing the Chevron Transaction, see the fourth 
part of this Chapter, section 1.16.  

(B) RBL Facility 

In July 2019 Ithaca finalized an agreement with a consortium of international banks for the 
provision of an RBL Facility in the amount of USD 1,650 million. 

A. The facility was provided for a term of 5 years. Most of the RBL Facility bears annual interest of 
Libor + 3% in the first four years and 3.25% in the fifth year. A facility of USD 550 million out of the 
total amount will serve as an unused facility, half of which was used by Ithaca to provide collateral 
for obligations regarding the abandonment of oil assets acquired under the Chevron Transaction, 
and annual fees will be paid with respect to this amount at a rate of 1.5% in the first four years and 
1.625% in the fifth year. The other half can only be utilized if certain conditions are fulfilled, based 
mainly on the expected production rate and forecasted prices of oil and gas. 

As at December 31, 2019, the balance of the RBL Facility amounts to USD 1,055 million. As at the 
approval date of the Report, the balance of the RBL Facility amounts to USD 900 million. 

B. The RBL Facility is secured by guarantees of some of the Ithaca Group companies. Under the 
terms of the RBL Facility, insolvency of any of the guarantors will be grounds for calling for 
immediate repayment of the balance of the debt.  

C. The terms of the RBL Facility provide a number of restrictions that if breached will serve as 
grounds for immediate repayment, as is customary for such loans, and including:  

 Additional borrowing - the RBL Facility includes a restriction on additional borrowing other than 
certain types of credit that are classified as permitted under the terms of the Facility;  

 Sale and purchase of assets - Ithaca and the Ithaca Group companies may not sell the assets with 
regard to their underlying reserves the RBL Facility was granted. Ithaca may also not purchase 
new assets, other than in circumstances under which such purchase is included in the projected 
cash flows and according to the projected cash flows the expected amount of sources exceed the 
expected amount of uses, and without such purchase of assets causing a digression.  

 Liens and guarantees - Ithaca is not permitted to create liens on its assets, provide guarantees or 
provide loans unless in certain exceptional cases stipulated in the RBL Facility.  
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 Restrictions on distribution or payment of dividends, as set out below. 

D. To secure the RBL Facility, Ithaca pledged in favor of the lenders, in first degree liens, the shares 
of the subsidiaries that directly hold interests in the oil assets, and Ithaca created floating and fixed 
liens on the assets of the subsidiaries, as is standard practice in this type of transaction. 

E. The terms and conditions of the RBL Facility include restrictions on distribution of dividends if the 
following conditions are met at time of distribution: 

 All payments that Ithaca undertook under the terms of the RBL Facility were paid in full. 

 Value of collateral provided is sufficient to cover the balance of the debt.  

 Ithaca’s cash flows do not indicate lack of financial ability to support its operations. 

 Transfer of an amount of USD 64 million of the balance of the debt with regard to the acquisition of 
additional interests in the GSA Project from Petrofac. For further information, see also section 
1.8.4(D)(2) above.  

 Distribution is permitted under the terms of the Company’s debentures. 

F. Under the terms of the RBL Facility, Ithaca undertook maintain the financial and operational 
covenants, as follows: 

 The total amount of sources should be above the total expected uses for the next 12 months (or for 
a longer period to start production from the development, if possible). Compliance with this criterion 
is tested according to the liquidity test every 6 months. In addition, the liquidity test is also 
performed in the event of the acquisition of a new asset or in the event that Ithaca intends to 
distribute a dividend;  

 The ratio between the net present value of the secured cash flows under the RBL Facility for the 
life of the projects and the amount drawn under the RBL Facility will not fall below 1:1.15.  

 The ratio between the net present value of the secured cash flows under the credit facilities for the 
life of the RBL Facility and the amount drawn under the credit facility will not fall below 1:1.05.  

 Failure to comply with each of the foregoing criteria constitutes an event of default for which the 
debt will be called for immediate repayment.  

As at December 31, 2019, and at the date of approval of the Report, Ithaca is in compliance with 
the financial criteria and operating covenants set out above. 

(2) Unsecured debentures 

A. In July 2019, Ithaca completed an issue of debentures amounting to USD 500 million. Under the 
terms of the issue, the principal of the debentures will be repaid within five years and the annual 
interest rate set in the tender is 9.375% (paid every six months). The debentures were issued 
without any collateral, and Ithaca used the consideration from the issue to finance the Chevron 
Transaction. The consideration of the issuance was held in trust until completion of the acquisition 
agreement. 

B. Some of Ithaca Group companies serve as guarantee for the Group’s liabilities in the debentures. 
Under the terms of the debentures, insolvency of any of the guarantors will be grounds for calling 
for immediate repayment of the balance of the debt. 

C. The terms of the debentures provide a number of restrictions that if breached will serve as grounds 
for immediate repayment, as is customary for such loans, and including:  

 Additional borrowing - Ithaca and Ithaca Group companies may not take additional borrowing other 
than the types of credit classified as permitted in the terms of the debentures;  

 Sale and purchase of assets - the ability of Ithaca and the Ithaca Group companies to sell their 
assets is restricted to a threshold defined in the terms of the debentures. 

D. The terms of the debentures do not include current financial or operational covenants other than 
certain financial limitations and covenants on the distribution or payment of a dividend by Ithaca, 
according to which Ithaca may distribute a dividend only if the following cumulative conditions are 
met at the time of the distribution: 

 There has been no breach of the terms of the debentures; 
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 Ithaca will be able to bear at least USD 1 additional debt without fixed charge coverage ratio falling 
below 2.25:1, as these figures are reflected in the quarterly statements of the fiscal year prior to 
assuming the debt, or by maintaining the ratio as was prior to taking the debt. 

 Compliance with leverage ratio of not more than 1.3. 

 The total amount of the dividend is equal to or does not exceed 50% of the consolidated net 
income of Ithaca on the date of issue of the debentures and until the last quarter, and 100% of 
cash income, in the investments and dividends that Ithaca received. 

E. Furthermore, the terms of the debentures stipulate that in the event of an IPO of Ithaca shares, 
Ithaca’s portfolio will have available funds, in addition to the terms that it met, that will allow Ithaca 
to distribute a dividend to the shareholders.  

As at December 31, 2019 and the date of approval of the Report, Ithaca is in compliance with all 
the restrictions and terms set out in the debentures. 

(C) Hedging transactions   

Ithaca executed hedging transactions (mainly PUT and SWAP transactions) on oil and gas prices 
with regard to part of the expected future output in the next three years of its assets purchased in 
the North Sea. These transactions are in addition to Ithaca's existing hedging transactions.   

As at December 31, 2019 and close to the date of approval of the Report, Ithaca had open hedges 
in a total amount of 32 MMBOE and 27 MMBOE, respectively, as set out in the table below. The 
mark to market value of these hedges, close to approval of the Report, is USD 427 million.  

In the first trimester of 2020, Ithaca exercised some of the hedging transactions and, on the other 
hand, acquired additional hedging transactions. The total (net) proceeds Ithaca received from the 
transactions executed in 2020 up to date of approval of the Report amounted to USD 156 million.  

Breakdown of open hedges on the prices of oil and gas, as at December 31, 2019 and close to 
date of approval of the Report: 

 

1. Transactions on Price of Oil 

 At December 31, 2019 Close to Report approval date 

Term of 
hedge 

Quantity  
(MBOE) 

Average 
exercise price 
(UDS/barrel) 

Term of hedge 
Quantity  
(MBOEl) 

Average 
exercise price 
(UDS/barrel) 

Swap Jan 2020 to 
Dec 2022 

8,779 61 
Q2 2020 to 
Dec 2022 

 11,096 47 

Put Jan 2020 to 
Dec 2021 

13,456 65 
Q2 2020 to 
Dec 2022 

7,338 62  

 

2. Hedging the Price of Natural Gas242  

 At December 31, 2019 Close to Report approval date 

Term of 
hedge 

Quantity  
(ktherms) 

Average 
exercise price 

(penny per 
thermal unit) 

Term of hedge 
Quantity  
(ktherms) 

Average 
exercise price 

(penny per 
thermal unit) 

Swap Jan 2020 to 
Jun 2022 

299,015 51 Q2 2020 to 
Dec 2022 

283,100  49 

Put Jan 2020 to 
Dec 2021 

264,991 53 Q2 2020 to 
Dec 2022 

208,075  51 

 

 

242 The volume of gas transactions as at December 31, 2019 and close to approval date of the Report are equivalent to 

9,724 and 8,469 BOE, respectively. 



  

A - 329 

3. The cost for purchasing the open hedging transactions, close to the date of approval of the Report, 
amounted to USD 73 million, most of which will be repaid over the term of the transactions 
(deferred premium) 

Year USD million 

Q2 2020 to December 2020 50 

2021 23 

Total 73 

 

For further information, see Note 10F4 to the Financial Statements included under chapter C of this 
Report. 

1.8.19. Liens  

Other than the liens pledged to secure the RBL Facility, as described in section 1.8.18(A) above, 
Ithaca did not create any additional charges on its assets. For further information concerning the 
charges provided with regard to loans that Ithaca’s parent companies received, see section 1.16 of 
the Report. 

1.8.20. Taxation  

(A) Ithaca is subject to UK tax laws, which include corporate tax income, supplementary charge tax 
and petroleum revenue tax. As at December 31, 2019, Ithaca had cumulative tax losses in a total 
amount of USD 2.4 billion. Based on the current commodity prices, the cumulative losses are 
expected to fend off tax liabilities for the Group in the medium term. As at December 31, 2017, the 
effective tax rate applicable to oil and gas companies in the UK was 30%, the supplementary 
charge tax was 10%, and the tax on oil revenues, if applicable, was 0%.  

(B) Profits of the US company (see Note 12) will be taxed in the United States under federal corporate 
tax at a rate of 21%. In addition to the federal tax, revenue arising from the projects in Louisiana 
will be subject to state tax at the rate of 4-8%.  

(C) The Company's profits in Canada (see Note 12O) will be subject to corporate tax at a total rate of 
30% (15% federal tax rate and 15% tax rate in Newfoundland and Labrador).  

1.8.21. Environmental risks and means for their management  

(A) Drilling operations and oil and gas production involve various environmental risks, inter alia, as a 
result of gushing and/or spills and/or leaking of oil and/or natural gas, that may occur due to 
malfunction of equipment and/or work procedures and/or unexpected incidents. The severity of the 
risks varies for each incident and therefore the method for handling and treating them also varies. 
The main provisions of the environmental laws applicable to the Company in the energy sector 
overseas are set out below: 

(1) United Kingdom 

Ithaca is subject to the provisions of laws, regulations and permits issued by the competent 
authorities in the sector of its operations, relating to the protection of the environment. The British 
law fixed limits and restrictions regarding discharge or emission of substances into the environment 
and regulates methods for supervising storage and transportation of the substances produced or 
used in the oil industry. In addition, legislation requires drilling sites and facilities to be abandoned 
in a manner that the supervisory authorities deem satisfactory. It should be noted that, the 
environmental assessments of the projects involve increased liability of the companies and their 
officers and employees. Violation of legislative provisions could lead to suspension or cancellation 
of the licenses and permits required for Ithaca’s operations in the field, as well as imposition of 
personal liability and company liability for any pollution damages and imposition of fines and 
sanctions against the Company and its officers. Furthermore, compliance with the legislative 
provisions involve substantial costs. Environmental legislation and policy are subject to frequent 
changes, which creates uncertainty as to the nature of future changes that could aggravate existing 
standards and result in significant additional costs. 

(2) USA 

Oil and gas development in the US is highly regulated, at both the Federal and State levels, for 
environmental protection (such as emission of particles into the air and the protection of land in 
which oil and gas production has been carried out). Several Federal and State agencies are 
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responsible for enforcing environmental legislation, and its implementation has high operational 
and financial costs. This legislation imposes civil and criminal liability on operations that violate its 
provisions. Certain laws impose restrictions on oil and/or gas drilling and exploration in areas 
defined as sensitive, as well as various duties to prevent pollution, including methods for sealing 
and abandoning of wells. In certain cases, the law imposes absolute liability for pollution, and the 
various agencies responsible for protecting the environment are authorized to impose responsibility 
for costs involved in preserving the environment (damages, clean-up costs, etc.) on those 
operating in the sector without the need for proof of guilt or negligence on their part, for example 
the Federal Compensation and Liability Act - Comprehensive Environmental Response, according 
to which the landowners and companies operating in a particular area can be held liable for 
damages caused in the said area and close to it due to their contribution to environmental pollution 
in the areas in which these bodies operate. 

(3) Canada 

The Canada - Newfoundland Offshore Petroleum Board (below in this subsection: the “Board”) 
requires an enterprise to conduct a strategic environmental survey to assess all the possible 
environmental impacts of the project, including finding and analyzing potential risks to the quality of 
the environment. The Board requires operators to find and analyze potential risks to the quality of 
the environment. In addition, the operators are required to set out procedures, aimed at minimizing 
and containing the risks, to train their staff how to recognize and respond to possible scenarios, 
and to monitor the integrity of their equipment. Operators are required, by law, to conduct drills and 
training aimed at improving their preparedness for the occurrence of oil spills into the sea. These 
schedules are routinely inspected. The Board appoints a chief environmental officer whose job is to 
enforce compliance with the legislatory provisions concerning conservation in the oil and gas 
sector, as well as environmental protection in the offshore oil and gas industry in the Newfoundland 
and Labrador Provinces. 

1.8.22. Restrictions on and supervision of the Company operations  

(A) Regulatory compliance in the UK  

The UK North Sea oil and gas licensing is regulated by the Oil and Gas Authority (“OGA”). 
Exploration and production licenses are issued through tenders conducted periodically. Companies 
seeking to participate in exploration and production in the UK file application for a license in a 
license allocation round or acquire rights in existing licenses, subject to OGA approval. Each 
application is reviewed on the basis of a work program submitted by the license applicant. The 
license holder also bears annual license costs based on the area and nature of the license. There 
are three types of licenses:  

(1) Offshore production license - awarded for oil and gas fields for the duration of the useful life of 
the asset (exploration, development and production). Recently, the Petroleum and Gas Authority 
began issuing a new subtype of offshore license, which allows the license holder considerable 
flexibility in formulating a work schedule for the license periods. 

(2) Onshore production license - equivalent to the offshore production license granted for oil and 
gas fields for the entire life of the asset (exploration, production and drilling). This license was 
previously known as Petroleum Exploration and Development Licenses (PEDLs). 

(3) Exploration license - usually intended for seismic surveyors which conduct surveys for the 
purpose of later sale of the fields to oil and gas producers. 

Licenses are issued for predefined terms and automatically expire at the end of the term, unless 
sufficient progress has been made for granting an extension. The Oil and Gas Authority does not 
usually automatically halt operations once a license has expired. In such cases, the issued license 
is usually extended for a limited period, as needed, to allow the required work to be completed. In 
view of the fact that most oil and natural gas exploration, development and production in the North 
Sea is offshore, the extensive marine engineering know-how developed in the UK focuses on 
overcoming the difficult climatic conditions and terrain while carrying out these operations. 

(B) Regulatory compliance in the US 

Oil and gas exploration, development and production of in the US is highly regulated, on the 
Federal and the State level. Various legislation provisions regulate the exploration, development, 
production and marketing of oil and/or gas, and among other things, granting of drilling and 
exploration permits, positioning of wells, drilling methods, sealing, removal of materials used for 
drilling and abandonment of wells, royalties to be paid to the State and to the Federal Government 
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if they are the owners of the land on which production is carried out), as well as transportation of oil 
and gas between the states in the US and matters related to environmental protection.  

Production, transmission and marketing of oil and natural gas in the US are subject to regulatory 
supervision, such as by the Federal Energy Regulatory Commission, US Department of, Energy 
US Department of Interior, US Department of Transportation, and other Federal and State 
regulatory agencies. US Department of the Interior units that oversee oil and natural gas operations 
on federal land: the Bureau of Land Management, the Bureau of Ocean Energy Management 
(BOEM),243 the Bureau of Safety Environmental Enforcement (BSEE) and the Office of Natural 
Resources Revenue244 (that regulates leasing fees, royalties and other income from federal lands). 
Companies that produce and market oil and natural gas on state and federal land are required to 
hold approved drilling permits from the relevant government body prior to beginning drilling.  

(1) The Submerged Lands Act 

Since 1952, the US Submerged Lands Act (SLA) regulates distribution of the lands located on the 
continental shelf between the US and the shoreline of the States. According to the SLA, and recent 
judgments issued by the US Supreme Court, the border of each State extends 4.8 km off the 
shoreline, other than Texas and Florida, each of which were allocated an area of 16.66 km off the 
shoreline. According to the OCSLA (as defined below), the lands located outside of the foregoing 
State lands, are federal lands of the United States. Production of gas or oil from federal lands are 
supervised by the BOEM and BSEE, and the production of gas and oil from fields located within 
State lands are supervised by the supervisory agencies in each State. 

(2) Outer Continental Shelf Lands Act  

The 1953 American Outer Shelf Land Act (OCSLA), as amended in 1978, regulates the granting of 
concessions for oil and gas exploration in those areas of the continental shelf located outside the 
territory of the states, i.e. under US ownership (the outer continental shelf). Under this law, the 
drilling fields are put up for leasing under a tender process. The first stage of the tender examines 
whether the bids comply with the requirements of the tender and the amount offered in the bids. 
Each tender stipulates a minimum price for submitting bids based on the size of the field area and 
the marine depth at which it is located. The second stage of the tender reviews the highest bid 
against the government’s assessments concerning the possible future income that could be 
attained if the bid is rejected and the concession is sold at a later date. The foregoing is subject to 
change. The bid that wins a license is required to comply with the terms of the tender and to 
comply with the federal government’s expectations concerning income from accepting the bid. This 
criterion does not constitute an official minimum limit and there are other parameters based on 
which the winning bid is decided. 

According to the OCSLA, in consideration for the concession, the concession holder will pay the 
federal government a lump sum (payable immediately after winning the tender), annual leasing 
fees to be paid over the term of the concession, which are fixed based on the size of the 
concession area, and royalties to be paid for oil or gas production from the license fields. The 
annual leasing fees are set according to size and marine depth of the license area, and the OCSLA 
determines the minimum leasing fee based mainly on these parameters, while the actual leasing 
fees are set by the BOEM. The minimum rate of royalty is 12.5%, but in 2007 the Mineral 
Management Services (MMS)245  set the rate of royalties on production from new federal offshore 
concessions granted since then at 18.75%.  

 

243  The BOEM is the federal body responsible for management of the development of offshore oil resources in the 
USA. Its functions include granting of federal offshore licenses, resources assessment, management and 
supervision of oil and gas exploration and development plans, development of renewable energy, National 
Environmental Policy Act (NEPA) analysis and environmental surveys.  

244  The BSEE is the federal agency in charge of security and environmental supervision of offshore oil and gas 
operations, including granting permits and conducting inspections of offshore gas and oil operations. Its functions 
also including development and enforcement of security and environmental regulation, granting offshore 
exploration, development and production permits, conducting inspections, marine regulation projects, addressing oil 
leaks and implementing compliance plans. 

245   The MMS was split in 2011 into two authorities, the Bureau of Ocean Energy Management (BOEM) and the Bureau 
of Safety and Environmental Enforcement (BSEE). 
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The OCSLA further determined that a license will be granted for a term of 5-10 years (depending of 
marine depth)246, and in certain cases it is possible to extend the term of a license for a further 
three years if  a well has been drilled to the target depth during the initial term.  

If gas or oil production has commenced then the license will remain valid all the while that the well 
produces paying quantities or for as long as new drilling and processing operations are carried out, 
as approved in the US, or as decided otherwise by the federal regulator (for example, temporary 
suspension decided by BSEE).  

(3) Granting drilling and production permits; transfer of rights 

In the United States, exploration and production rights for minerals found on State or Federal land 
are granted under lease agreements. A lessee of a Federal-owned concession, may transfer its 
rights in the concession area (lease rights or operating rights) subject to approval of the BOEM. On 
the State level, transfer of rights may be subject to the approval of State agencies. 

(4) Oil and gas transportation 

Transmission of oil and gas in the US is regulated under two main laws: The Natural Gas Act of 
1938, the Natural Gas Act of 1938, which regulates the transmission of natural gas, and the 
Interstate Commerce Act of 1887, which regulates the transmission of oil. In general, a basic 
principle is that access to transmission infrastructure (including storage) should be permitted 
equally to all players operating in the market. Based on a\directive of the Federal Energy 
Commission, that is responsible for inter-state transportation of natural gas in the US, operators of 
natural gas pipelines are required to allow equal open access to the various gas suppliers in the 
US, and transportation prices and conditions for providing the transportation services are 
supervised by the Chairman of the Committee. It is not mandatory to allow access to new 
customers if the gas pipelines do not have available capacity or if there are no facilities for allowing 
it, however, the gas pipelines must be able to provide available capacity without distinction of 
service quality, duration of service, types, prices or volume of the transported gas for all existing 
customers. On the other hand, oil pipelines must provide transportation services to anyone seeking 
such service, even when the capacity is limited. Therefore, when a new consumer seeks access to 
a pipeline with limited capacity, existing customers may lose capacity to allow the new customer 
access to the transportation services. Additional Federal Energy Commission guidelines state that 
anyone who does not operate an inter-state pipeline may purchase natural gas from a third party or 
sell natural gas to third parties at unregulated market prices and without being bound by additional 
Federal Energy Commission rules. 

(5) Safety  

The partners in the oil asset are subject to the provisions of the Federal Occupational Safety and 
Health Act, as well as state legislation concerning the protection of workers' health and the safety 
of the work environment. Under the Safety and Health Act, the Partners must provide their 
employees, the authorities and the public with information regarding any hazardous substances 
they produce or 

(6) Import and Export of Oil and Gas  

According to the Natural Gas Act, import or export of natural gas, including liquefied natural gas, 
require the approval of the Department of Energy. 
According to the Energy Policy and Conservation Act of 1975, the export of crude oil from the US 
was prohibited. Nonetheless, on December 19, 2015, the US enacted a law permitting export of US 
crude oil without requiring a license. The export of refined petroleum products is permitted in 
general and does not require any form of approval, other than for export to countries regarding 
which an embargo or sanctions have been imposed, requiring permit. 

Foreign investment and global obligations 
Every transaction with or of a foreign individual that could lead to foreign control of a US business 
is under the supervision of the Committee for Foreign Investments in the US (CFIUS) It is not 
necessary to notify the CFIUS of transactions, however the CFIUS may initiate audits of 

 

246 The law provides that licenses in fields at marine depths of  up to 400 m will be granted for a term of five years, at 
marine depths of 400-800 m for a term of five years with option to extend for a further three years, at marine depths 
of 800-1,600 m for a term of seven years with option to extend for a further three years and at marine depths of 
more than 1,600 m for a term of ten years.  
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transactions, also after they are signed, if application for a permit application is not filed before 
signing. Furthermore, the Mineral Leasing Act of 1920 prohibits foreign ownership of leasing 
contracts unless through holdings in a local US company. 

(C) Specific legislation applicable in Canada 

In 1985, the Atlantic Accord was signed between the Government of Canada and the Provincial 
governments of Newfoundland and Labrador, two of Canada's ten provinces, with regard to 
regulation of oil and gas assets located in the Newfoundland and Labrador offshore area, including 
joint management of oil and gas resources and division of revenues from them. The Accord 
recognizes the equal interests of both governments in resource management ("the Atlantic 
Accord"). The Atlantic Accord was validated with the enactment of the Atlantic Accord 
Implementation Act, by both governments concurrently (below in this section: "the Law")247.  

The Act deals with three main issues: “The Board"), the process for granting oil concessions and 
operating rights in oil assets. 248   

The Board was established in 1986 under the Atlantic Accord and is responsible for all decisions 
concerning the regulation and administration of offshore oil operations. Other than fundamental 
decisions, all of the Board’s decisions are final. The fundamental decisions include, among other 
things, calls for bids with regard to granting of rights and the decision of which of the bids will be 
granted the rights, as aforesaid; setting of the terms to be included in the exploration license; 
guidelines for the rights holder concerning implementation of the drilling; requirements for 
beginning, continuing, expanding or suspending production; and rescinding of any of a holder’s 
rights. 

When the Board makes a decision classified as a fundamental decision, the Board is required 
immediately after the decision to notify, in writing, the Canadian government minister and the 
Provincial government authority regarding the decision. Within 30 days of receiving such notice, 
each of the ministers are required to inform the Board whether they ratify or do not ratify the 
decision. As a rule, a fundamental decision will not become effective unless both of the ministers 
ratify the decision.249    

(1) Types of licenses 

The Board issues three main types of licenses: exploration license, significant discovery license 
and production license, as follows: 

A. Exploration license - confers the right to explore for and the exclusive right to drill and test for 
petroleum; exclusive right to develop those portions of the offshore areas in order to produce 
petroleum; and exclusive right to obtain a production license. An offshore exploration license will be 
valid for a maximum of 9 years, constituting two primary periods - the initial period and the second 
period. The holder of the rights is required to drill or begin drilling one exploratory well by the end of 
the initial period as a condition for continuing to the second period. Failure to comply with this 
condition will cause the fields to which the license applies to become fields without a valid license, 
and forfeiture of the deposit for the license.  If the holder of the rights complies with the 
requirements of the license with regard to the initial period, he will be eligible to continue holding 
the license for the second period. The only requirement with regard to the second period is an 
advance payment of the leasing fees for two years in accordance with the terms of the license. If at 
the end of the term of the exploration license no significant discovery license or production license, 
as defined below, is granted, the rights of the holder of the exploration license in the oil asset will 
expire. 

B. Significant discovery license - if a drilling program results in a significant discovery, the holder of 

the rights in the license is entitled to a significant discovery license. 250 Upon receipt of an 

 

247  Canada-Newfoundland and Labrador Atlantic Accord Implementation Newfoundland and Labrador Act, R.S.N.L. 
1990, c. C-2/ Canada-Newfoundland and Labrador Atlantic Accord Implementation Act, S.C. 1987, c.3). For further 
information see http://www.cnlopb.ca/legislation/statutes.php.1.  

248  According to the definitions in the law, "oil" also includes natural gas. 
249 Nonetheless, it is noted that the law provides circumstances under which also without ratification of both ministers, 

the decision will be deemed as ratified.  
250 A significant discovery is defined in the law as follows: "a discovery indicated by the first well on a geological feature 

that demonstrates by flow testing the existence of hydrocarbons in that feature and, having regard to geological and 
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application to pronounce a significant discovery, the Board will first check that there has in fact 
been such discovery and will indicate in which of the offshore areas it is reasonable to assume that 
a significant discovery exists. The Board will notify the applicant on its decision, subject to a 
hearing. Notwithstanding the foregoing, and pursuant to the provisions of the law, the Board may 
also initiate pronouncing a significant discovery. A significant discovery license confers the same 
rights as an exploration license. A significant discovery license is effective from application date 
and remains in force so long as the relevant declaration of significant discovery is in force or until a 
production license is issued for the relevant fields. Each allocation of a production license will 
require negotiations regarding the royalty regime or other rewards to the Province. In Canada, it is 
possible that the Newfoundland and Labrador Provinces will demand capital rights in future 
offshore oil projects that require development plan approval.   

C. Production license - once a commercial discovery is declared,251 the rights holder is entitled to a 

production license. A commercial discovery is declared in a similar process as the pronouncement 
of a significant discovery. A production license  confers the following rights: The right to explore for 
and the exclusive right to drill and test for petroleum; exclusive right to develop those portions of 
the offshore area in order to produce petroleum; exclusive right to produce petroleum from those 
portions of the offshore area; and title to the petroleum so produced. A production license is 
effective for a term of 25 years or more if the commercial production continues. 

(2) Health and Safety 

The Board imposes strict health and safety requirements. For example, if the health or safety of an 
employee is at risk, the Board may take all appropriate measures, including stopping the 
corporation's activity. The Board appoints a Chief Safety Officer to ensure the safety of employees 
as well as compliance with health and safety regulations in the workplace. 

1.8.23. Material Agreements  

(A) For further information concerning the allotment agreement signed by DKL with the BP 
International Limited financial institution (“BP”), under which BP invested an amount of USD 50 
million in DKL, see section 1.16 below.  

(B) For further information concerning the Chevron Transaction, under which 100% of IOGL’s shares 
were acquired by a subsidiary of Ithaca, see section 1.8.4(A)(3) above. 

1.8.24. Legal proceedings 

(A) On May 26, 2015, a class action lawsuit was filed against Ithaca at the High Court of Justice in 
Alberta, Canada, by an investor who alleges that Ithaca published information that constitutes a 
false representation, regarding the expected timetable for completion of the installation of the 
floating production facility(“FPF-1) in the GSA project. According to Ithaca, the claims of the class 
action lawsuit have no grounds. On March 7, 2019, the petition raising the argument concerning 
the existence of a secondary market of investors, as defined in the Securities Law of Alberta, and 
the clarification that this argument establishes cause for class action, was heard. On February 24, 
2019, the petition was approved and later, it was certified as a class action. Nonetheless, the court 
found that the class plaintiff failed to provide prima facie evidence regarding certain parts of the 
claim, thus the cause for class action was limited to events that occurred between October 7, 2014 
and February 25, 2015.  

Ithaca has insurance cover for this claim and Ithaca believes that the insurance cover is sufficient 
to cover its liability, if the claim is accepted. At this stage, Ithaca believes, based on the opinion of 
its legal counsel, that it is not possible to estimate the chances of the claim and the financial 
exposure arising from the claim, and therefore Ithaca did not include a provision for this claim in the 
financial statements. 

Forward-looking Information - The information set out above with regard to Ithaca's 
assessment regarding exercising the insurance coverage and the scope thereof constitutes 
forward-looking information as defined in section 32A of the Securities Law,  for which there 

 

engineering factors, suggests the existence of an accumulation of hydrocarbons that has potential for sustained 
production". 

251 A commercial discovery is defined in the Act as: "a discovery of petroleum that has been demonstrated to contain 
petroleum reserves that justify the investment of capital and effort to bring the discovery to production". 
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is no certainty that it will materialize, in whole or in part, in the foregoing manner or in any 
other manner, and which may materialize in a materially different manner than that 
described above, and this due to various factors that are not in the Company's control. 

1.8.25. Business Goals and Strategy 

(A) For further information regarding the Company's goals and strategy for the overseas energy sector, 
see section 1.22 of the Report.  

(B) Ithaca's strategy is to create long-term value by building a profitable oil and gas company in the 
North Sea region with focus on the following key activities: 

(1) Maximization of cash flow and output from the existing asset base; 

(2) Achieving long-term, low-risk growth of the operations, through assessment and development of 
undeveloped discoveries; 

(3) Further growth, increasing existing reserves and diversifying the cash flow base by acquiring new 
assets for production, development and evaluation through focused acquisitions and participation 
in licensing cycles; 

(4) Making low-cost acquisitions of licenses and discoveries in the GSA project area in order to expand 
the number of Ithaca's assets in the project area.    

(5) It is hereby clarified that, achieving the foregoing goals and strategy is dependent on various 
external factors that could prevent their achievement, or lead to changes in them. 

1.8.26. Risk factors 

In addition to the risk factors to which the Group is exposed in the energy sector in Israel, many of 
which also apply to its energy operations abroad, the Company's operations in the overseas energy 
sector is also exposed to the following additional risk factors: 

(A) Currency risks 

Ithaca's operations are subject to exchange rate fluctuations. Ithaca's expenses are primarily 
incurred in GBP while most of its agreements for the acquisition of assets as well as its oil sales 
agreements are denominated in USD or Euro. Such fluctuations may affect Ithaca's cash flows. 
Consequently, Ithaca engaged in agreements to hedge this risk, to minimize the risk of currency 
rate fluctuations. Nonetheless, there is no certainty that these actions can prevent impairment of 
Ithaca’s cash flows due to the severe volatility of the exchange rates, mainly due to the current 
economic environment with extreme volatility in financial markets, as set out in section 1.8.3(K) 
above. 

Economic recession  

Deterioration of the US economy in particular and the global economy in general may adversely 
affect the volume of consumption of oil and natural gas, and therefore may cause a decline in oil 
and gas prices. 

(B) The Covid-19 coronavirus crisis and its impact on the demand for and prices of oil and other energy 
products 

The Covid-19 crisis constitutes a significant risk to global demand for oil and other energy products, 
and this when the cancellation of OPEC+ agreements generated the potential for extreme volatility 
of global supply. For further information, see also section 1.8.3(K) above.  As at date of approval of 
the Report, the market is experiencing accelerated volatility leading, among other things, to 
extreme price fluctuations. The market fluctuates acutely between expected sharp declines in 
future prices of energy products and expected increases and recovery in prices of future contracts, 
as oil stockpiles continue to fill up and traders slowly move to floating storage facilities. Concern 
about storage capacities are expected to cause significant pressure on market prices and price 
volatility. 

Stockpiling of oil inventories constitutes a risk to compliance with Ithaca’s agreements with its key 
customers, as set out in section 1.8.8 above. These sections include force majeure clauses that 
could be exercised in view of the unprecedented economic conditions and cause the agreements 
null and void.   

If the Covid-19 crisis continues, it is liable to have an adverse effect on Ithaca’s operations and 
adversely affect it from various aspects, and including its revenues from the sale of oil and natural 
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gas, cause delays and disruptions in Ithaca’s work plans in the various oil assets; impair its ability 
to raise funds for refinancing or raise the costs of refinancing; impair Ithaca’s ability to meet the 
repayment of its liabilities to banks and debenture holders (interest and principal); lead to default 
events that could cause lenders grounds for calling for immediate repayment of the Partnership’s 
loans, impair the economic robustness of Ithaca’s customers and partners in some of its oil assets, 
which could have an adverse effect on Ithaca, directly or indirectly. 

Ithaca is acting on various levels to mitigate the impact of the crisis on its business operations, 
however it not at all certain that these actions can prevent the ongoing crisis from adversely 
affecting aspects of the operations set out above and prevent disruptions in Ithaca’s business 
operations. 

(C) The Covid-19 crisis and its possible effect on production operations 

Ithaca is acting to minimize the risk involved in spreading of the Covid-19 virus by focusing on 
maintaining the health of its employees and suppliers, by reducing the risk of contagion.  

One of the most serious risks identified by Ithaca in view of the Covid-19 crisis, is the possibility of 
infection among its employees who work in the various offshore facilities, which could cause a 
complete halt in production activities. Such contagion is liable to harm the ongoing operations in 
the GSA project and the Captain area oil assets, which are the most significant of all Ithaca's 
assets. Ithaca is acting to mitigate this risk, and as part of this effort has reduced the number of 
employees on its offshore production facilities to the minimum necessary for maintaining production 
and performing critical maintenance work. Measures have also been taken to ensure that if positive 
cases are found among the workers on the facilities, Ithaca will be able to isolate such workers that 
need treatment and isolation and send them back onshore. Since the outbreak of the virus, no 
infected cases have been found on Ithaca's offshore facilities. As at date of approval of the Report, 
all aspects of Ithaca's operations are run by minimum required staff. Nonetheless, there is no 
certainty that Ithaca's actions as set out above can prevent the outbreak of the virus among the 
workers on the production facilities or prevent severe disruptions to the production activities due to 
the Covid-19 crisis 

(D) The UK decision to leave the European Union (Brexit) 

Brexit is the decision by the UK to withdraw from the European Union (below in this section: “EU”). 
This decision was made following the outcome of the nationwide referendum in 2016 in which 52% 
of the voters voted in favor of withdrawing from the EU, against 48% that voted for the UK to 
remain in the EU. The UK government officially announced the start of the withdrawal process in 
March 2017; however, this process was prolonged due to the difficulty in moving it forward in the 
British Parliament, which remained divided for an extended period. After holding a general election, 
the Parliament approved the government’s withdrawal plan and on January 31, 2020, at 11:00 PM, 
the UK officially withdrew from the EU. At this stage, the UK is going through a transition period 
during which negotiations are being conducted between its representatives and representatives of 
the EU, with the aim of settling future relations between the parties. During this transition period, 
which expires on December 31, 2020, the UK will continue to be subject to EU laws, to the 
consolidation of customs and the common market of the EU states. However, the withdrawal has 
ended UK representation in the various EU political bodies and institutions.  

Ithaca is acting to adjust its operations and its agreements to ensure that the effects of Brexit will 
not adversely impact the flow of the raw materials to its facilities, its ability to employ foreign 
workers and the sale of its oil and gas. Notwithstanding the foregoing, there is no certainty that 
these actions can prevent the outcome of Brexit from impinging on Ithaca’s operating and business 
operations, such as recruiting of human resources, trade activities and the flow of the resources 
and materials required for its facilities. 

(E) Competition 

The oil and gas sector in the UK, US and Canada is more competitive. Competition is reflected, 
among other things, in exploration, production rate and marketing of the oil and gas, and the price 
obtained, many companies and private entities with vast experience and proven know-how, large-
scale workforce and diverse financial means, operate in the oil and gas sector. 

(F) Changes in fiscal policies 

In the United States, a number of initiatives were proposed in the past which could change the 
current tax regime applicable to companies in the oil and gas industry, in a manner that would 
increase the applicable taxes on operations in this industry. Implementation of these initiatives, if 
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applied, in whole or in part, is expected to adversely affect companies operating in this industry in 
the United States, including the Company. In Canada, it is possible that the Newfoundland and 
Labrador Provinces will demand capital rights in future offshore oil projects that require 
development plan approval. 252 Each allocation of a production license will require negotiations 
regarding the royalty regime or other rewards to the Province. However, to date, there is no 
initiative to change the fiscal policy of the Canadian government or the Newfoundland and 
Labrador or the UK, which could have a material impact on the Company's operations in Canada or 
the UK. 

(G) Dependence on weather and sea conditions 

Ithaca's assets and facilities located in the North Sea are subject to damage and hazards due to 
extreme weather or tidal conditions typical of this region, particularly in the winter months. 
Moreover, installation and maintenance of submarine facilities in the North Sea could be extremely 
challenging in winter. The typical extreme weather conditions in the North Sea could cause 
unexpected delays and additional costs in Ithaca's operations. 

(H) Dependence on processing and transportation infrastructures for marketing oil and gas 

In the event of a commercial discovery in the United States and Canada, the Company's ability to 
market oil and gas from its oil assets may depend on the availability, proximity and capacity of oil 
and gas pipelines and other existing oil and gas collection and processing facilities owned by third 
parties and not under the Company's control. 

(I) Reliance on key personnel 

Ithaca's development and future potential are dependent upon the continued services and 
performance of its executive officers and key personnel. The loss of the services of any of the 
senior officers or key personnel may have an adverse impact on Ithaca. Generally, there is 
significant demand for management and employees skilled in the areas of the development, 
production and acquisition of oil and natural gas reserves. This demand is amplified in the UK 
North Sea region and it is possible that Ithaca may not be able to attract or retain qualified 
individuals, or its key personnel, in the future. 

(J) Interests in licenses 

In order to hold the Company's assets located in the territory of foreign countries, the Company is 
required to obtain licenses, concessions, permits and regulatory approvals (below in this section: 
(the "Permits"). In the majority of its licenses Ithaca is a joint interest-holder with other third parties. 
Permits may be revoked by the relevant regulatory authority in the UK if one of the other interest 
holders of a certain asset is no longer deemed to be financially credible, when there is no 
assurance that any of the obligations required to maintain the Permits will be met by third parties 
that are unrelated to Ithaca. The Company's interests in the foregoing oil and gas assets are limited 
in time and are subject to regulatory provisions and requirements. The Permits are valid for 
predefined terms and expire automatically at the end of the term, therefore there is no assurance 
that such Permits will be renewed for a further term or that new Permits will be granted following 
expiry. In addition, the areas in which the assets held by Ithaca are located, are subject to or may 
be subject to agreements with private landowners, and therefore if these agreements are canceled 
and are found to be invalid, Ithaca may be significantly affected. 

(K) Difficulties in obtaining the required funding 

Financing for oil exploration, development and production operations involves obtaining substantial 
funds from financing entities and other third parties. At times of financial crisis or economic 
slowdown there is a shortage of funding sources, and the financing institutions toughen the 
conditions for providing the required funds. In such cases, the Company's overseas energy 
operations may encounter difficulty in obtaining the required financing for these operations at 
favorable terms, if at all.  

 

252  The energy program of the Newfoundland and Labrador Provinces promoted by the previous administration 
indicated that the Province would demand capital rights of 10%. The current administration has not yet expressed 
its position on the issue. For further information see http://www.nr.gov.nl.ca/energyplan/EnergyReport.pdf.  
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(L) Regulation applicable to operations in foreign countries 

The Company's operations are in the territory of countries in which its oil and gas assets are 
located. The Company has rights that are subject to complex and changing regulations on various 
issues, such as granting of licenses in oil and gas assets for exploration and development, 
environmental protection and pollution control, safety for offshore and onshore operations, 
competition and antitrust, money laundering, export-import restrictions, quality of the environment, 
taxation, liquidation and abandonment of facilities and wells, and the possibility of expropriation or 
cancellation of contractual rights. 253  Such regulation may be changed from time to time, 
implementation of new legislation or regulations or the modification of existing legislation or 
regulations could reduce demand for natural gas and crude oil, increase costs and may have a 
material adverse impact on the Company's business. In addition, failure of the Company and/or its 
subsidiaries and/or their employees to comply with these laws and regulations may result in the 
imposition of severe criminal or civil fines and/or sanctions. Moreover, the Company is exposed to 
political and economic changes, including frequent changes in energy policies, cancellation or 
changes in rights in assets, currency restrictions, changes in tax are royalty rates payable to the 
State, oil and natural gas export rates and other risks that could adversely affect the Company's 
operations and profitability. 

(M) Jurisdiction in a foreign country 

In the event of a dispute arising in connection with its operations, the Company may be subject to 
the exclusive jurisdiction of foreign courts or may not be successful in subjecting foreign persons to 
the jurisdiction of courts in Canada. Consequently, the Company’s foreign exploration, 
development and production activities could be substantially affected. 

(N) Oil and gas prices: 

Global oil and gas prices, which are determined by supply and demand and by economic and 
political parameters, are volatile and changes in them may affect the results of the international 
energy sector. A decline in global oil and gas prices could affect Ithaca's current cash flow or the 
value of assets and economic viability of international energy projects. This may also lead to a 
change in investment decisions and decisions to develop new fields. All these parameters may 
lead to a decrease in the Group's production volume abroad. A significant decline in oil and gas 
prices compared to the average prices in recent years could limit or reduce Ithaca's ability to 
withdraw its credit line. For example, Ithaca carries out hedging transactions for oil and gas prices, 
but if the price of oil and gas rises above the scope of its derivatives, Ithaca will not be entitled to 
benefit from the proceeds. 

As at date of approval of the Report, the prices of oil and gas are being materially affected by the 
Covid-19 crisis. For further information, see also section Error! Reference source not 
found.1.8.3(K) above. 

 

253  For further information regarding regulation applicable for the Partnerships' operations, see section Error! 
Reference source not found. above. 



  

A - 339 

The table below presents a summary of risk factors by type (macro risks, sector-specific risks and 
risks specific to companies operating in the energy sector), according to the estimates of the 
Company based on the degree of their effect on the Company: major, moderate or minor effect. 

Effect of the risk factor on Company’s business 

 Major Moderate Minor 

Macro risks    

Currency risks   X 

Economic recession X   

The Covid-19 coronavirus crisis and its impact on the 
demand for and prices of oil and other energy products 

X   

Covid-19 and its possible effect on production 
operations 

X   

The UK decision to leave the European Union (Brexit)   X 

Oil and gas prices: X   

Difficulties in obtaining the required funding X   

Sector-specific Risks    

Competition  X  

Changes in fiscal policies  X  

Dependence on weather and sea conditions:   X 

Dependence on processing and transportation 
infrastructures for marketing oil and gas 

 X  

Specific risks in the overseas energy sector    

Reliance on key personnel  X  

Interests in licenses  X  

Regulation applicable to operations in foreign countries X   

Jurisdiction in a foreign country X   
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 Fuel Product Segment in Israel  

The Group’s operations in the Israeli fuel products segment are conducted through Delek Israel 
and companies that it owns. As at the approval date of the report, Delek Israel is a private company 
wholly-owned by the Company (through Delek Petroleum). Delek Israel and companies that it owns 
will be referred together in this section 1.9 below as: “Delek Israel”.  

Delek Israel is active in the Israeli fuel products industry, and also engages in the sale of fuel 
products at public gas stations (including gas stations operated by third parties); operation of 
convenience stores located at most of these gas stations (“Convenience Stores” and “Gas Station 
and Commercial Compounds”); developing, constructing and operating public gas stations and 
convenience stores; direct marketing and distribution of fuel products and gas outside the gas 
station and commercial compounds (“Direct Marketing”); and storing and supplying fuel for itself 
and others.  

On December 29, 2019, a transaction for the purchase by Delek Israel of two power stations from 
Delek Power Stations was finalized (the buyer and seller are both held by the Company (as at the 
transaction finalization date and the date of approval of the report)) (“the Power Station Purchase 
Transaction”) For further information, see section 1.9.2(E) below  

On January 2, 2020, Delek Israel signed an agreement to purchase the control of Delek Gas Ltd. 
(formerly Koraz Gas Ltd.) and Delek Gas Holdings Ltd. (formerly Koraz Gaz Haifa Ltd.), companies 
that operate in the LPG marketing segment (“LPG”) for household use (jointly: “Delek Gas 
Companies”).  

As noted in section 1.6.6 above, as at the approval date of the report, the Company is reviewing 
the possibility of selling its holdings in Delek Israel. Due to this possibility, in April 2020 notices 
were sent to Delek Israel and some of its subsidiaries regarding labor disputes and an expected 
strike at Delek Israel and those subsidiaries from May 10, 2020, and demanding discussion of the 
rights of the employees in these companies if the sale is realized. As at the approval date of the 
report, a negotiation meeting has been scheduled between the Histadrut (labor union), the 
employees’ representatives and the management of Delek Israel and the companies with the aim 
of reaching agreements between the parties.  

  



 

A - 341 

Organizational chart of the Group's main holdings in the Israeli fuel products segment as at 
December 31, 2019:  

 

 
 

*  The holding is through Delek Petroleum (wholly-owned by the Group).   

** Delek Israel purchased the control of Delek Gas Companies in the first quarter of 2020, as part of which 
it expanded its business activities in the household LPG marketing segment. 
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1.9.1. General information about the operating segment  

(A) Structure of the operating segment 

In Israel's fuel industry, there are infrastructure companies providing infrastructure services such as 
unloading, storage, supply and transmission of fuel,  and fuel companies involved in marketing, 
distribution and sale of fuel products and oils at the Gas Station and Commercial Compounds, and 
the development, establishment and operation of gas stations and convenience stores. The four 
main gas companies, Paz Oil Company Ltd. (“Paz”), Delek Israel, Sonol Israel Ltd. (“Sonol”) and 
Dor Alon Energy in Israel (1988) Ltd. (“Dor-Alon”), together own 927 public gas stations in Israel. 
Other fuel companies together own about 285 public gas stations254.  

Delek Israel’s operations include the sale of fuels and LPG at public gas stations (including 
marketing them at gas stations operated by third parties) and operating the gas stations, including 
refueling services using automatic refueling devices (“Dalkan”) and selling oils and other products 
at public gas stations. Delek Israel also develops, establishes and operates gas stations and 
convenience stores. At some of the compounds, Delek Israel leases space to third parties for 
commercial purposes (gas stations with a commercial compounds in which Delek Israel leases 
space to third parties: “Retail Areas”). Delek Israel also engages in marketing, distribution and 
supply of fuel products and gas outside the public gas stations directly to the customers' sites, 
which are not open to the general public and also recently purchased Delek Gas Companies that 
operate in the household LPG segment. It also provides fuel product storage and supply services 
of through four storage and supply facilities that it owns in Ashdod, Haifa, Beer Sheva and 
Jerusalem. 

As at the end of 2019, Delek Israel marketed fuel products to 239 public gas stations255 nationwide, 
178 of which are operated by Delek Israel and 160 include convenience stores. At the end of 2018, 
Delek Israel marketed fuel products to 233 public gas stations, at 169 of which convenience stores 
were operated. As at the approval date of the report, Delek Israel is the country's second largest 
fuel company in quantity of gas stations. For further information on Delek Israel gas stations, 
classified according to proprietary rights to the land and terms of station operation, as at December 
31, 2019, see section 1.9.10 below.  

In addition, as at the approval date of the report, Delek Israel has 10 gas stations under 
development in order to expand the commercial activity and the commercial compounds. It should 
be noted that in 2019 the construction of one gas station and a commercial building adjacent to a 
gas station compound was completed.  

In this matter, it should be noted that the average time to set up a gas station compound is 
between three and five years. Most of the time is to obtain approvals and permits to construct the 
compound. The average cost to construct a gas station compound is between NIS 4 million and 
NIS 5 million. In 2019, Delek Israel completed the construction of a compressed natural gas 
("CNG") refueling station in the Tzrifin region. This station was constructed under a Ministry of 
Energy tender awarded to Delek Israel and will serve vehicles powered by gas only. As at the 
approval date of the report, the CNG station is not connected to the natural gas transmission 
infrastructure that is supposed to be set up by the distribution company (Super NG Ltd.). 

Forward-looking information: The estimate regarding the connection of this gas station is 
forward looking information, as defined in section 32A of the Israel Securities Law, based 
on assessments related to the costs and procedures in obtaining the permits and approvals 
required to set up a CNG station. These estimates may not materialize or may materialize in 
a very different manner, among other things, due to failure to obtain approvals and permits 
in the expected time for reasons beyond the control of the Company and Delek Israel.  

In this regard, it should be noted that Delek Israel also markets natural gas to industrial and 
transport consumers through Delek Natural Gas. In 2017, the construction of the CNG 
compression and supply plant was completed at Pi-Glilot Ashdod, which is owned by Pi-Glilot 
Partnership, and all approvals to for the CNG marketing activities were received. In addition, in 
2018, the plant was gasified and supply of CNG commenced, mainly for transport and industry.  

 

254 Based on Ministry of Energy information dated February 11, 2020. 
255 Excluding 180 internal stations (i.e. a station not located on major roads at which, in accordance with the building 

permit or business license granted, fuel may be supplied for self use only ("Internal Station"), which are part of the 
direct marketing segment. 
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As noted above, the Power Station Purchase Transaction was finalized on December 29, 2019. 
Delek Israel currently operates two power stations in Israel through subsidiaries, one in Ashkelon 
and another at Sorek. Both are natural gas-fired power stations. For general information regarding 
this agreement, see section 1.9.2(E) below.  

On September 23, 2019, Delek Israel purchased all Cup O' Joe shares from the Company’s private 
shareholders and is currently its sole shareholder (100%). 

Following is a description of the Israeli fuel industry structure, which also addresses the 
importation, transportation, storage, supply and trucking of crude oil and fuel products to the gas 
stations. 

(1) Importation, purchase, transportation and storage of fuel products 

Fuel companies are permitted to import crude oil and fuel products to Israel. In practice, as at the 
date of the report, the oil refineries import crude oil to Israel and refine it into products. The selling 
prices of distillates (fuel products) sold by the refineries to the fuel companies are not controlled, 
except for the price of two types of bitumen (PG-68 and non-blown) and LPG. Delek Israel does not 
import crude oil, but rather oil products (mainly gasoline and diesel fuel).  From 2008 until 2018, the 
imported quantities of oil products were negligible, and in the reporting year, Delek Israel imported 
gasoline (about a third of the quantity that it purchased in the reporting year) and diesel fuel (less 
than 10% of the quantity that it purchased in the reporting year) through Vitol SA under an import 
agreement that was recently renewed for 2020. Delek Israel also signed an agreement with Bazan 
to purchase most of the quantity of fuels for 2020. Its decision to import fuel products is affected by 
the economic feasibility of importation (the import price versus Bazan ex-refinery price) and the 
cost of the infrastructure involved in sea freight, unloading, storage and supply from the port to the 
supply facilities.   

Imported fuel products (as opposed to crude oil) may currently be offloaded at the following sites: 
(a) Haifa Port by PEI256; (b) Ashkelon Port by PEI and EAPC257; and (c) IEC dock in Ashdod to a 
limited extent. Fuel products are stored and supplied at infrastructure company depots (PEI and 
EAPC), the refineries and the facilities of the major fuel companies (Paz, Delek Israel and Sonol), 
which are deployed nationwide. The depots and facilities are operated by their owners. Delek 
Israel's central storage and supply facilities are located Haifa and Ashdod, both of which it owns. 
Fuel products are mostly transported to the storage and supply depots along a pipeline owned by 
Fuel Products Line Ltd.258 (“FPL”). The pipeline which usually carries the fuel products to Delek 
Israel's storage and supply depots in Haifa is owned by Bazan. The infrastructure service rates 
(unloading, storage, supply and transmission) of fuel products were set in the Commodity and 
Service Price Control (Infrastructure rates in the fuel economy) Order, 2014 (“the Infrastructure 
Price Control Order”). For further information, see also section 1.9.18(B)(4) below.  

(2) Transmission, supply and trucking 

Oil products manufactured at the Haifa or Ashdod refineries and imported oil products are 
transported to the various storage facilities through a national distillate pipeline belonging primarily 
to FPL. The fuel products are stored at the supply sites in tanks and from there, supplied to road 
tankers or directly to the terminals of institutional customers. The fuel companies select a storage 
site and the method of transporting the fuel products from time to time, based on their business 
considerations. 

Fuel products are carried from the supply sites by road tankers, some of which carry only “white” 
products (gasoline, diesel oil and kerosene) while others carry only fuel oil or bitumen. 

As at the date of the report, over 80% of the fuel products sold by Delek Israel are transported by a 
wholly owned subsidiary of Delek Israel. The remainder (about 20%) is transported by 
subcontractors hired by Delek Israel or customers using their own fleet of tankers or parties acting 
on their behalf259.  

 

256 A company wholly owned by the State of Israel.  
257 A company owned by the State of Israel (50%) and a third party.  
258 A subsidiary wholly owned by PEI.  
259 Some of the agreements with third parties grant them the right to carry the fuel products that they purchase.  
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(3) Marketing of fuel products and gas 

To the best of Delek Israel's knowledge, more than 30 fuel companies are registered with the Fuel 
Administration and licensed to purchase fuel products directly from the refineries. Delek Israel 
believes that additional entities operate in this market (companies, agents, distributors, and 
wholesale customers), purchasing fuel products from the licensed fuel companies and selling them 
to customers. To the best of Delek Israel's knowledge, in addition to Delek Israel, another five 
natural gas distribution companies (Pazgas, Amisragas, Supergas, Oshrad and Dorgas) operate in 
the natural gas segment. It should also be noted that Supergas constructed a CNG supply facility in 
northern Israel. On January 1, 2018, Delek Gas Partnership receive a gas supplier license to 
purchase LPG and market it in through stationary tanks and to vehicles at gas stations. Also, as 
noted above, Delek Israel recently purchased Delek Gas Companies, that specialize in household 
LPG. 

(B) Material changes in the segment 

(1) Increased competition – the increasing competition in marketing fuel products to the end customers 
is reflected in provision of discounts for fleets, granting of discounts on fuel prices at the gas 
stations, competition over customer credit terms, and an ongoing rise in the number of gas stations 
and convenience stores. It should be noted that entry into force of the Fuel Industry Regulations 
(Promotion of Competition) (Rules for Universal Automatic Fueling Devices), 2011 (“the Universal 
Refueling Device Regulations”) on January 1, 2018 led to even fiercer competition (for further 
information about the Universal Refueling Device Regulations, see section 1.9.18(A)(8) below). In 
addition, as from January 1, 2019, marketing fuel through non-universal refueling devices is 
prohibited.  

(2) The increasing competition in the direct marketing segment is expressed mainly in lower marketing 
margins. 

(3) The competition in the fuel storage and supply segment is affected mainly by the location of the 
storage facilities and establishment of companies operating in this segment, the costs involved in 
transporting the fuel to the end user and the rates of storage and supply services, which are 
controlled. As at the date of the report, Paz Ashdod Refinery (“ORA”) does not use the storage 
services of Pi Glilot Partnership in Ashdod regularly, but rather stores independently. Also, as a 
result of lifting the control of the Bazan ex-refinery prices together with the supply fees in the north, 
the Haifa refinery is able to compete with the import of fuel products. 

(4) Regulatory developments in the fuel segment - The Universal Refueling Device Regulation (in this 
regard, see section 1.9.18(A)(8) below).  

(C) Restrictions, legislation and standardization 

The operations of the fuel companies are subject to various restrictions, legislation and regulation. 
For details see sections 1.9.17 and 1.9.18 below.  

(D) Changes in the volume of activity and profit 

Global fuel prices directly affect the price of the fuel products marketed by Delek Israel. When 
crude oil prices decrease, Delek Israel's profitability declines due to a drop in the value of its fuel 
product inventory and erosion of profits, impairing its gross profitability. On the other hand, when 
global crude oil prices rise, Delek Israel's profits may improve due to selling its fuel product 
inventory at higher prices, along with other possible consequences, such as a decreased demand, 
fiercer competition and increased discounts. It is also emphasized that the higher the fuel prices 
rise, the greater the need for working capital and the greater the financing costs resulting from the 
hike in financial liabilities.  

In the reporting period, there was a slight decline in quantities of fuel products sold in the gas 
station and commercial compound segment.  

Consequences of the Covid-19 Crisis:  

Due to the Covid-19 crisis and the restrictions imposed by the Israeli government, in March and 
April 2020, there was a highly significant drop in the quantities of fuel purchased in Israel, which 
has also materially affected the quantities of fuels sold by the Company, including jet fuel sales, 
which have decreased in volume. For further information, see section1.9.22(A) below. 

The following graph shows the fluctuations of Lavera prices (as defined in section 1.9.13(B)(1) 
below) of oil distillates (gasoline and diesel fuel) from January 2017 to December 2019:  
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Most of the lease and fuel storage agreements are short-term, while the supply agreements are 
usually for unlimited periods and/or without quantity obligations. The transition of customer to 
purchasing fuel directly from the ORA and/or supply at other supply facilities and/or non-renewal of 
the fuel storage agreements partly as a result of increased supply of storage tanks in Israel may 
give rise to reduced revenue. Changes in Israel's policy to include an obligatory increase of 
emergency inventory could affect the volume of storage operations positively. For further 
information, see section 1.9.22(E) below  

(E) Market developments or changes in customer characteristics 

Delek Israel’s operations are affected by various market developments, including the state of the 
Israeli economy.  

In recent years, there is a trend by fuel companies, including Delek Israel, of developing their gas 
stations into retail areas that, in addition to fuel products and lubricants, also offer a range of 
services such as convenience stores, restaurants, cafés, car wash services etc. For further 
information, see Sections 1.9.2(B) and 1.9.6 below.  

The Covid-19 crisis that started at the end of 2019 and worsened in the first quarter of 2020 
together with the sharp decline of energy prices in the global markets had a material negative effect 
on the Company’s fuel business in this period. For further information, see section1.9.22(A) below.  

(F) Technological changes which materially impact the operating segment 

For information about the Universal Refueling Device Regulations, see section 1.9.18(A)(8) below.  

(G) Key success factors in this segment and the changes in them  

Delek Israel estimates that the key success factors in the segment are:  

(1) Nationwide deployment of the gas stations and convenience store chain. 

(2) Successful integration of fuel operations alongside the commercial operations. 

(3) Business focus, specialization and a high level of professionalism of managers and employees in 
all segments. 

(4) Identification and retention of quality staff, mainly to manage and operate the gas station 
compounds. 

(5) Financial strength that allows supporting the existing gas stations, including making financial 
investments if necessary. 

(6) Capacity to raise capital from banking and non-banking sources. 

(7) Capacity to grant customer credit.  

(8) Revision and improvement of the terms of the lease agreements for gas station compounds, with 
attractive terms that express the size of the Company and allow coping with the competition in a 
variable market. Striving for proprietary rights to strategic gas station compounds. 

(9) Availability and storage capacity of fuels and various products and capacity to transport them to the 
end-users.  
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(10) Competitive prices offered in the tenders of major institutional clients.  

(11) State-of-the-art marketing and logistics systems, a developed credit collection and control system 
and a cutting-edge compound control system.  

(12) In the direct marketing segment, the other important success factors are goodwill, know-how, 
professionalism, quality control systems and human capital. 

(13) Expansion of synergetic-business activities in the energy and retail segments as well as other 
activities in view of the fuel economy forecasts. 

 

(H) Changes in the segment's array of suppliers and raw materials 

For further details, see Section 1.9.13 below. 

(I) Main entry and exit barriers in the fuel segment:  

(1)  The high financial costs involved in location and construction of gas stations, which are 
affected, among other things, by the required gas station construction standards.  

(2) The long time required to obtain a permit to construct and operate gas stations and storage and 
supply facilities. 

(3)  Tightening of regulatory restrictions, including legislation and regulation relating to planning, 
construction, firefighting and environmental protection, Israel Police requirements, and laws and 
regulations relating to accessibility to buildings, industry, the environment and services. 

(4)  Competition with other well-established fuel companies in all segments.  

(5)  The need for substantial sources of credit to finance purchasing fuel product inventories and 
granting credit to the station operators and fleet customers.  

(6) A key entry barrier into the direct marketing segment is the financial strength required of a 
marketing company that distributes the products which it manufactures, due to the need to extend 
customer credit, because of the high fuel prices and diesel oil excise tax.  

(7) The key exit barrier of the Gas Station and Commercial Compound segment is 
rental/lease/operating contracts with land/station owners. The key exit barriers in the storage and 
supply segment are the material investments in facilities and the liabilities and restrictions 
undertaken by Delek Israel in purchasing the depots (see section 1.9.19(C) below). 

 

(J) Substitutes for products and the changes in them 

(1) Natural gas - The use of natural gas as an energy source for industry in Israel is increasing and 
Delek Israel believes it will become a highly significant industrial energy source that replaces most 
of the fuel oil, diesel fuel and LPG usage. As at the date of the report, the impairment to Delek 
Israel's profits due to the transition to using natural gas until now is negligible, but if the use of 
natural gas expands and is used as a replacement for LPG and diesel fuel for transportation, this 
may materially impair Delek Israel's business. For information about Delek Israel’s activity in the 
natural gas segment, see sections 1.9.1(A) above and 1.9.4 below. 

(2) Substitutes for powering vehicles - In 2003, the Israeli Government approved the use of LPG to 
refuel vehicles in gas stations ("Automotive LPG") and conversion of engines of gasoline-powered 
vehicles to operate on the basis of Automotive LPG. As at the date of the report, Delek Israel has 
nine gas stations where vehicles can refuel with Automotive LPG and in 2020 another station is 
expected to be added. Alternative vehicles to those powered by fuels have recently also started 
being sold. As at the date of the report, there was no material development of alternative vehicles 
that materially affected Delek Israel's fuel sales. Such material development would pose a threat to 
the sale of fuels at gas stations. However, the Company is unable to estimate the extent of the 
impact, if at all, this may have on Delek Israel’s fuel sales at gas stations and its profits from such 
sales.  

On January 13, 2013, Government Resolution No. 5327 was published (pursuant to Government 
Resolution No. 2790 of January 30, 2011) on implementation of a national plan to develop motor 
fuel substitutes, under which it was decided to promote the transition of transportation in Israel to 
alternative energy sources between 2013 and 2025, and make it possible to reduce the weight of 
oil as an energy source in Israel by 30% in 2020 and 60% in 2025, based on the forecasted 
consumption, if the transition is economically viable. Following this decision, on January 22, 2017, 
Government Resolutions No. 2316 was published regarding a national smart transport plan aimed 
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at encouraging R&D, smart transport initiatives and industry in Israel and streamlining the transport 
system by encouraging integration of innovative transport technologies, including autonomous, 
electric and connected vehicles, cooperative models, transport monitoring and data processing 
technologies, and innovative concepts in operating transport services, in an attempt to maximize 
the economic and social benefits in these technologies, with emphasis on reducing the use of oil, 
road congestion and the cost of living, improving road safety, protecting the environment and 
developing the technology sector. This resolution establishes a special budget to be invested 
between 2017 and 2021 to implement these objectives. An experimental center for R&D centers 
and smart transport startups was set up under the plan and as at September 2019, the Ministry of 
Transport and Road Safety is engaged in implementing the plan, including by performing smart 
transport pilot programs. On October 9, 2018, the Ministry of Energy presented the Plan to Rescue 
Israel from Energy Pollution, mainly to reduce the use of polluting fuel products gradually until it is 
stopped in 2030. This plan presents goals for the different segments (for further information, see 
also section 1.7.29(G) above). In the transport segment, the aim is to stop the consumption of 
polluting land transport fuel products and switch to the use of electric and CNG powered vehicles. 
According to the proposed plan, from 2030 it will be prohibited to bring gasoline or diesel fuel 
powered vehicles into Israel. This will be possible gradually, so that in 2022, 27,000 vehicles out of 
the total private cars sold in Israel will be electric, in 2025, 177,000, in 2028, 665,000 and in 2030, 
1.4 million.  

In the industrial segment, the aim is to stop the use of fuel oil, LPG and diesel fuel and replace 
them with cleaner, more efficient energy sources. In heavy industry, continuation of natural gas 
consumption and in light industry, connection of consumers to the natural gas distribution 
network260 

(K) Structure of competition and changes therein  

For a description of the competition in this segment, see section 1.9.7 below.  

1.9.2. Products and services  

The products marketed and services rendered by Delek Israel in this segment are mainly the 
following: 

(A) Fuel products and other services  

(1) Distillates (“White Products”) and natural gas 

Various types of gasoline – used as fuel for gasoline powered vehicles and marketed mainly at 
gas stations.  

Diesel fuel – used mainly as fuel in vehicles with diesel engines, ships, heating and industry.  

LPG - used as cooking gas, industrial fuel and refueling of Automotive LPG-powered vehicles. 

Kerosene – used mainly for industrial and household heating.  

Jet fuel – used for refueling aircraft. 

Natural gas/CNG - used for industry and transportation. 

(2) Residues (“Black Products”) 

Fuel oil – used mainly as a fuel for industry, ships and electricity production.  

(3) Industrial Products 

Delek Israel purchases and sells motor and industrial oils and byproducts, such as engine oils, 
lubricants, and grease.  

(4) Ship services 

Delek Israel provides services to refueling services at Israeli ports through Kamor Shipping 
Services Ltd. and at Haifa and Ashdod ports via Delek Israel road tankers. 

(B) Retail products 

 

260 Ministry of Energy website, publication dated October 9, 2018 - https://www.gov.il/he/departments/news/plan_2030  

https://www.gov.il/he/departments/news/plan_2030


 

A - 348 

Delek Israel sells a range of retail products such as food products, beverages, cigarettes and other 
products at its Menta convenience stores. Most Menta stores also provide cash withdrawal 
services, cutting-edge services (such as charging cellular phones and WiFi), Israel Post services, 
parcel storage and collection services, payment services to various authorities, etc. Most of its gas 
stations also sell car accessories. The majority of Menta stores are operated by Delek Israel 
[through Delek Menta. As at December 31, 2019, Delek Israel operated 160 convenience stores, 
most of which have coffee and food sales points under the Cup O' Joe brand. As at the report date, 
25 convenience stores are operated by franchisees.   

(C) Supply services 

Delek Israel, through Pi Glilot Partnership, supplies various fuels from its four facilities: (a) The 
Ashdod facility supplies gasoline, diesel fuel and kerosene, as well as natural gas from the CNG 
facility and LNG (as set out in section 1.9.1(A) above); (b) the Haifa facility supplies gasoline and 
diesel fuel; (c) the Beer Sheva facility supplies diesel fuel and kerosene; and (d) the Jerusalem 
facility supplies diesel fuel only. The supply services are provided to road tankers which carry the 
fuels to the fuel companies (including Delek Israel) that either transport the fuels to their customers 
or supply them by direct piping to the customer’s premises. In 2019, the four facilities supplied 
2,979 thousand kl of fuel products (compared to 3,134 thousand kl in 2018): (a) at the Ashdod 
facility, 45% of the supply by tankers and transmission in 2019 was to Delek Israel (compared to 
46% in 2018); (b) at the Beer Sheva facility, 40% of the supply in 2019 was to Delek Israel 
(compared to 41% in 2018); (c) at the Jerusalem facility, 30% of the supply in 2019 was to Delek 
Israel (compared to 34% in 2018); and (d) at the Haifa facility, 92% of the supply in 2019 was to 
Delek Israel (compared to 87% in 2018).  

(D) Storage services 

The storage services include operational storage for the fuel companies that receive supply 
services from Delek Israel (including Delek Israel itself) through Pi Glilot Partnership, storage of a 
State defense inventory, commercial storage through leasing of storage tanks to Delek Israel’s 
customers (IEC, Bazan and other commercial entities) and temporary (“in transit”) storage in five 
transit tanks at the Ashdod facility of fuel transmitted directly to FPL’s customers throughout Israel. 

Delek Israel, through Pi Glilot Partnership, also sells fuel additives for the fuels to meet the 
Standards Institution of Israel standards and provides an additives adding service for the fuel that it 
supplies. 

(E) Power production and sale 

As noted above, the Power Station Purchase Transaction was finalized on December 29, 2019. As 
a result, Delek Power Stations currently operates two power stations in Israel, one in Ashkelon and 
another at Sorek, through subsidiaries. Both are natural gas-fired power stations . Under the 
agreement, the power stations were sold together with shareholders loans which Delek Power 
Stations granted to the companies operating the power stations in sections (1) and (2) below and 
capital notes. The total consideration for the shareholders loan, capital note and share capital is 
NIS 474 million, which was paid in cash to the seller and another consideration of up to NIS 65 
million set out in the agreement is subject to occurrence of events defined in the agreement. 

(1) Ashkelon Power Station: IPP Delek Ashkelon Ltd., a wholly-owned subsidiary of Delek Israel, 
operates a power station in Ashkelon to generate 87 MW of electricity. Most of the capacity is 
earmarked for the desalination plant in Ashkelon of IDE, in which the Company held some shares 
until March 2020, and the remainder is sold to private customers and IEC. The power station 
started operating in January 2008 and the power supply period to the desalination plant was set for 
22.5 years (the period will end in July 2027). The power station holds permanent  power production 
and supply licenses. For information about the sale of the Company’s holdings in IDE, see section 
1.10.1 below. 

The power station is fired by gas supplied from the Tamar reservoir under an agreement with Yam 
Tethys dated 2005 (due to the decrease in the supply capacity from the Mari B reservoir and with 
start of flow from the Tamar reservoir, as from 2013, the supply is from the Tamar reservoir).  

(2) Sorek Power Station: IPP Delek Sorek Ltd. (“Delek Sorek”), a wholly-owned subsidiary of Delek 
Israel, owns and operates a power station at Sorek to generate 140 MW of electricity. Half of the 
power station’s production capacity is earmarked for Dan Capital’s desalination plant at Sorek and 
the remainder is sold to private customers and IEC. The power station started operating in 
September 2017 and the power supply period to the desalination plant ends in May 2037. The 
power station has permanent  power production and supply licenses. 
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The power station operated by natural gas supplied by Leviathan Partnership and it has the option 
of operating by diesel, which is used as a backup secondary fuel according to the Electricity Market 
Regulations and the license requirements.  

Delek Sorek signed a financing agreement with a group of financiers led by Bank Hapoalim Ltd. for 
the construction of a power station dated July 2016, the balance of which as at December 31, 2019 
is NIS 468 million. The loan was granted for a term of 17 years. To secure repayment of the loan, 
liens was placed on Delek Sorek’s rights in the power station and Delek Sorek’s rights and 
unissued registered capital. The Company also signed a letter of guarantee in a maximum amount 
of NIS 620 million, to cover the difference in prices to the desalination plant, construction costs, an 
overrun in the construction budget related to the construction contractor and the guarantee period 
granted by the construction contractor after handover of the power station, non-supply of gas and 
noncompliance with inflation assumptions.  

1.9.3. Breakdown of revenue and profits of products and services 

Following are details of Delek Israel’s revenue from fuel products and oils in 2017 to 2019, and the 
percentage of such revenue out of the Group's total revenues, (including and less excise taxes):  

 Product 

Total sales in  
NIS millions 

% of revenue of 
operating segment 

% of Group’s revenues 

Including 
excise tax 

Less 
excise tax 

Including 
excise tax 

Less 
excise tax 

Including 
excise tax 

Less 
excise tax 

2019 Fuels and oils* 9,287 4,375 94.5 89.1 67.7 49.7 

2018 Fuels and oils* 9,433 4,558 95.2 90.5 72.5 56.1 

2017 Fuels and oils* 8,534 3,666 94.7 88.5 72.9 53.6 

 

*  Most of the revenue is from the sale of fuels.  

 

The operating profits of price-controlled and uncontrolled fuels are not materially different. Delek 
Israel's revenues from controlled products (excluding excise tax and VAT) out of the Group's total 
revenues in 2019, 2018 and 2017 amounted to 32.1%, 31.8%, and 33.2% respectively. 

1.9.4. New products  

(A) Marketing natural gas and CNG: Delek Israel started marketing natural gas and CNG  through 
Delek Natural Gas and entered the LPG distribution segment through Delek Gas Limited 
Partnership and Delek Gas Companies, and it takes continuous measures to locate potential 
customers for transition to natural gas in place of fuel oil, LPG and diesel fuel and sign agreements 
with them for the supply of natural gas and CNG. As at the date of the report, Delek Israel has 
signed natural gas and CNG supply agreements with several customers. It should be noted that as 
part of this, Delek Israel offers customer a full package of services, including the supply of natural 
gas through the natural gas transmission infrastructure, conversion and adaptation of facilities for 
natural gas (if required) and supply of CNG by road tankers. In the reporting year, Delek Israel took 
steps to obtain the regulatory approvals required for this operation (as at the report date, some of 
the required approval have yet to be received) and construction of infrastructures as a basis for 
signing natural gas and CNG distribution contracts (see section 1.9.1(A) above). 

As at the date of the report, Delek Israel supplies natural gas by pipeline through distribution 
network franchisees. On December 3, 2013, Delek Israel signed an agreement with the Tamar 
partners (including Delek Drilling, a limited partnership controlled by the Company) (in this sub-
section: “the Sellers”) to purchase natural gas from the Tamar Project (in this sub-section: “the 
Natural Gas Purchase Agreement” or “the Agreement”). 

(1) Term of the Agreement: The term of the Agreement commenced in March 2015 and will end within 
seven years or on the date at which the Delek Israel consumes the total contract quantity (0.46 
BCM), whichever is the earlier (in this sub-section (A): “the Term of the Agreement"). 

(2) Take or Pay undertaking: Under the Agreement, Delek Israel undertook to take or pay for a 
minimum annual quantity of gas according to a mechanism set out in the Agreement (“the TOP 
Undertaking”). The Agreement stipulates that during an interim period until the supply capacity of 
the Tamar project treatment and supply system has been increased (“the Interim Period”), the gas 
supply to Delek Israel will be subject to the quantities of gas available for sale at that time, after 
supplying gas to Tamar project customers, according to the mechanism set out in the agreement 
and without a TOP Undertaking by Delek Israel. The Interim Period ended on February 29, 2020, 
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and on March 1, 2020, Delek Israel’s TOP Undertaking took effect and the natural gas supply to 
Delek Israel under the agreement is on a firm basis. 

(3) Gas price: The gas price in the Agreement will be linked to Brent prices, including a minimum and 
maximum price, all in accordance with the formula set out in the agreement. As at the approval 
date of the report, the minimum price is significantly higher than the market prices. 

(4) The Company estimates that the cumulative purchase during the Term of the Agreement (based on 
its estimate regarding the quantity of natural gas that it will purchase during the supply period and 
its price) may amount to USD 100 million. Until now, Delek Israel has consumed 1,335,100 
MMBTU of natural gas under the Agreement out of a total contractual quantity of 16,500,000 
MMBTU. 

It is clarified that the actual purchases will derive from a range of factors, including the actual 
quantities of gas purchased by the Delek Israel and the Brent price.  

(5) Negotiations for a possible amendment to the Agreement: As at the approval date of the report, 
Delek Israel is negotiating with the Tamar partners regarding an amendment to the Agreement, 
mainly to reduce the quantities under the Agreement, including decreasing Delek Israel’s TOP 
Undertaking. 

(6) Delek Israel also signed agreements with INGL for the supply of natural gas and to receive natural 
gas transmission services to customers.  

Forward-looking information: The above estimates concerning the total financial value of 
the Agreement, the quantity of natural gas that will be purchased, the possible amendment 
to the Agreement and its contents is forward-looking information, as defined in section 32A 
of the Securities Law, and there is no certainty that it will materialize, in whole or in part, 
and it might materialize substantially differently due to various factors, including non-
compliance with all or part the preconditions, changes in the volume, rate and timing of 
Delek Israel's natural gas consumption, the price that will be fixed under the formula set out 
in the Agreement, Brent prices, regulation, etc.  

It is noted that Delek Israel's gas operation is subject to obtaining various regulatory permits under 
the Gas Law (Safety and Licensing), 1989, the Natural Gas Sector Law, and the Planning and 
Building Law, 1965. In 2016, a CNG supply license was received in the name of Delek Natural 
Gas, which was extended for a further term during the reporting year, and on January 10, 2018, a 
license to purchase and market LPG in stationary containers and to vehicles at gas stations was 
received in the name of Delek Gas Partnership. The license is valid until December 31, 2020. Prior 
to the end of this year, Delek Israel will act to renew the LPG license. 

Forward looking information: The foregoing is forward looking information, as defined in 
the Israel Securities Law. The actual amount of this investment could be greater or smaller 
than Delek Israel's estimate due to regulatory changes and other events beyond the control 
of the Company and Delek Israel. 

(B) Power stations: As set out above, the Transaction to Purchase Delek Power Stations was finalized 
on December 29, 2019 and Delek Israel now owns two power stations, in Ashkelon and Sorek. For 
further information, see section 1.9.2(E) below 

1.9.5. Customers  

(A) Delek Israel’s customers may be classified into groups as follows:  

(1) Gas station and convenience store customers 

These customers are divided into two main groups: 

A. Private customers, who purchase fuel products, lubricants or retail products at the gas stations and 
convenience stores operated by Delek Israel. Customers pay a price for fuel and oil products which 
is set at each station, whereas the price for 95 octane gasoline is controlled as set out in section 
1.9.18(B)(2) below, and the payment is usually in cash or by credit card. The difference between 
the sale price to end users and the cumulative Bazan ex-refinery gasoline price, including excise 
taxes and infrastructure service payments, is known as the "marketing expense basket" or 
"marketing margin". The sale price at stations operated by an external operator is set in an 
agreement between the parties, whereas the operator sets the price for random customers.  
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B. Corporate customers, including fleets that subscribe to the Dalkan service, tender customers 
(Dalkan customers) and gas stations associated with Delek Israel under operating contracts on its 
behalf and supply contracts for the purchase of fuel and oil products261. These customers differ 
from the private consumers mainly in the credit terms (which are longer) and discounts which they 
receive.  

Due to the fact that the maximum marketing margin for 95 octane unleaded gasoline is a fixed 
amount (because of government control and an order determining the update rate), which is not 
affected by price gasoline price or excise tax fluctuations (whether controlled or not), there is no 
built-in compensation for the credit risk costs when the customer credit rises due to increases in 
fuel prices and the excise tax component. It should be noted that during the ordinary course of 
business, and as is customary in the fuel segment, Delek Israel extends loans to the gas station 
owners for several purposes: (1) Enterprise loans – to a third party (the land buyer) to purchase 
land. These loans are generally repaid by offsetting the future rent owing to the gas station owner; 
(2) commercial loans extended for the renewal of a contract with the gas station owner under a 
rental or supply agreement. These loans are repaid by offsetting the current rent to the gas station 
owner or against current cash receipts; and (3) debt rescheduling agreements (converting the debt 
into a loan) of gas station operators (on behalf of Delek Israel or independent). Most enterprise and 
commercial loans are backed by a lien on the land where the gas station is located and most debt 
rescheduling loans are without collateral. As at December 31, 2019, the total balance of these 
loans is NIS 35 million. 

(2) Direct marketing customers: 

These include private customers, tender customers (both government and commercial companies), 
and corporate customers such as industrial plants, infrastructure contractors, etc.  

(3) Fuel storage and supply customers: 

These are private customers (fuel companies) and government customers (FPL, the Ministry of 
Defense and IEC)262. As part of the storage and supply activity, storage and supply services are 
also provided to Delek Israel. 

(B) Breakdown of segment sales by customer type  

(1) Breakdown of sales at the Gas Station and Commercial Compounds (including excise) in 2019, 
2018 and 2017 by customer type (in NIS millions and as a percentage of total revenues in the Gas 
Station and Commercial Compound segment in that year):  

Type of customer 

2019 2018 2017 

NIS 
millions 

% of total 
segment 
revenue 

NIS 
millions 

% of total 
segment 
revenue 

NIS 
millions 

% of total 
segment 
revenue 

Corporate (incl. tenders 

and Dalkan)263
 

2,530 38 2,667 38 2,418 38 

Operating/supply 
stations264 

1,820 27 1,764 25 1,406 22 

Private 2,337 35 2,570 37 2,573 40 

Total 6,687 100 7,001 100 6,397 100 

 

(2) Breakdown of fuel sales through Delek Israel gas station chain to fleet end-users by customer 
seniority/length of the contract265:  

 

261 On July 29, 2013, Delek Israel was awarded the Ministry of Defense tender to supply fuel and provide refueling 
services at its gas station network to IDF and Ministry of Defense vehicles, for three years with an option for the 
Ministry of Defense to extend the contract for a further two years. The service term under the tender was extended 
by the Ministry of Defense again until a new tender is published soon.  

262  See footnote 8 above.  
263  The operating profit percentages from sales to tender and Dalkan customers are not materially different.  
264 Delek Israel's sales to operating/supplying stations include sales to Dalkan customers through these stations. It is 

clarified that sales data in the table do not represent the sales of those stations to Dalkan customer, but Delek 
Israel's sales to the stations. 
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Seniority Net transaction amount 

One year (2%) 65 

Two to five years (19.9%) 637 

Over five years (78.1%) 2,497 

Total (100%) 3,199 

 

(3) Breakdown of sales in the direct marketing segment (including excise) in 2019, 2018 and 2017 by 
customer type (in NIS millions and as a percentage of total segment revenues in that year):  

Type of customer 

2019 2018 2017 

NIS 
millions  

% of total 
segment 
revenue 

NIS 
millions  

% of total 
segment 
revenue 

NIS 
millions  

% of total 
segment 
revenue 

Tenders 85 3 88 3 83 3 

Corporate 2,966 97 2,754 97 2,466 97 

Private - - - - - - 

Total 3,051 100 2,842 100 2,549 100 

 

(4) Breakdown of sales in the storage and supply segment, by customer type: 

The percentage of sales to non-government customers in 2019 was 61% (compared with 64% in 
2018 and 69% in 2017), of which 38% to Delek Israel (compared with 41% in 2018 and 2017) and 
to government customers 39% (compared with 36% in 2018 and 31% in 2017). 

1.9.6. Marketing and distribution 

Following is a brief description of Delek Israel's marketing methods: 

(A) Marketing at gas stations 

Marketing to the public – Delek Israel promotes its products and services in several ways: 
discounts, national or station-specific sales campaigns, customer loyalty programs, use of sales 
promoters, and media advertising. Delek Israel also invests in maintaining and upgrading its gas 
stations and the services they provided, refurbishing old stations and improving their exteriors, and 
is also working to expand the range of services provided at the stations.  

Marketing of the refueling services using the Dalkan electronic identification system– Delek Israel 
employs sales staff and hires outside sales promoters to recruit new Dalkan customers. Delek 
Israel also participates in tenders published by companies and entities with large fleets seeking 
collective gas service arrangements. It should be noted that under the Universal Refueling Device 
Regulations, as from January 1, 2019 fuel cannot be supplied using a non-universal refueling 
device. 

(B) Deployment of gas stations, convenience stores and retail areas 

Delek Israel employs an enterprise manager to identify potential locations and entities interested in 
partnering with it to set up Gas Station and Commercial Compounds.  

(C) Marketing and distribution in the direct marketing segment 

 

265 The sales to fleet end-users shown in the table are the total sales to these customers through Delek Israel stations, 
including stations operated by third parties on its behalf and supply stations, and not necessarily the sales 
recognized in Delek Israel's financial statements. The sales to Dalkan customers through stations operated by 
Delek Israel are fully recognized as revenue in the financial statements, while the sales to Dalkan customers 
through stations operated by third parties on behalf of Delek Israel and supply stations are only partially recognized, 
based on the accounting with the station owner.  
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In the direct marketing operation, Delek Israel operates a marketing and sales system to market the 
products to the end-users. It also has agreements with fuel agents (third parties) selling fuel to end-
users. The fuel products sold by Delek Israel in the direct marketing segment are transported mainly 
through its subsidiary Delek Transportation, various subcontractor carriers and direct transmission to 
the customer. Delek Israel is not dependent on any single agent marketing the fuel products, but the 
entire marketing array is material for it. Delek Israel’s LPG marketing activities to industrial customers 
and gas stations are carried out through Delek Gas Partnership. Also, as noted above, Delek Israel 
recently purchased Delek Gas Companies, thereby increasing its operations in the household LPG 
segment. 

1.9.7. Competition  

(A) According to data published by the authorities, there are more than 30 registered fuel companies in 
Israel that are licensed to import fuel products or purchase them directly from the refineries in 
Israel. As set out in section 1.9.1(A) above, four companies operating in the Gas Station and 
Commercial Compound segment (including Delek Israel) hold the major share of the Israeli market. 
To the best of Delek Israel’s knowledge, based on Ministry of Energy data, it is the second largest 
fuel marketing company in Israel (19% of all the gas stations). Paz owns 21% of all the gas 
stations, whereas Sonol and Dor-Alon own 18% and 17%, respectively. Delek Israel believes that 
each of its three main competitors has a nationwide gas station chain and the capability to provide 
fleet services. It is also noted that there are many small companies in the market, which together, 
as at the report date, operate 25% of the public gas stations in Israel266.  

(B) The Israeli fuel economy is currently characterized by fierce competition in all of Delek Israel's 
operating segments, as follows:  

(1) Updating and refreshing the fuel companies' gas station deployment, whether by identifying new 
locations and setting up new stations or through agreements with well-established gas stations 
whose operating/supply contracts have expired when there is a demand for gas stations in 
strategic locations, leads to increased rent or purchase price that must be paid to the land owner, 
eroding the fuel companies’ margins.  

(2) Competition in marketing to end-users and sales at gas stations. This competition is reflected directly in 
erosion of marketing margins, granting discounts and holding various sales campaigns, and indirectly 
by improvement of the service provided at the stations and the range of services offered to the 
customer.  

(3) Competition in marketing to fleets, which is primarily between the major fuel companies, is reflected 
mainly in competition over the prices offered to the fleets, credit terms and other services provided by 
the fuel companies, such as fuel consumption analysis reports, electronic media, fleet management 
software, car-wash services, etc. In this regard, the prohibition on providing refueling services using 
non-automatic refueling devices, according to the Universal Refueling Device Regulations, which 
became effective on January 1, 2019, should be noted. For information, see section 1.9.18(A)(8) below. 

(4) Competition in the direct marketing segment is characterized by low operating investments, but 
there is a credit risk due to the credit terms and credit score. The activity under tenders with 
government institutions and companies with large fleets is characterized by very low margins.  

(5) The control of storage and supply rates hamper flexible competition and, therefore, the storage and 
supply operation is affected mainly by the relationship between the distillate consumer of these 
services and its geographic location and the source of the fuels, namely the refineries or import 
alternatives.  

(C) Key ways in which Delek Israel deals with competition and factors affecting its competitive position:  

(1) Delek Israel provides an adequate competitive solution with respect to deployment of gas station 
compounds throughout Israel. It also takes steps to revise the range of services provided at the gas 
station compounds for the convenience of its customers.  

(2) Financial resilience and a professional and focused marketing system with a high level of 
command and control.  

(3) In the fuel storage and supply segment, the key manner in which Delek Israel deals with 
competition is providing better service and waiting times. This action is highly significant for the 

 

266 Based on Ministry of Energy information dated February 11, 2020. 
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length of time a tanker waits for supply and the time it takes to fill a tanker from the moment of 
entry to the supply facility until departure at the end of the process.  

1.9.8. Seasonality  

Delek Israel is generally not affected by seasonality.  

1.9.9. Direct marketing production capacity 

For a description of the maximum and utilized capacity of the storage and supply facilities, see 
section 1.9.10(G) below 

1.9.10. Fixed assets and facilities  

(A) As at December 31, 2019, Delek Israel owns or leases from ILA 56 gas stations (including 17 
jointly owned with third parties) and 110 stations nationwide leased or rented under long-term 
agreements (more than three years), which are deployed nationwide. Delek Israel gas stations, by 
proprietary rights to the land and the station operating characteristics, as at December 31, 2019 (all 
the gas stations are branded Delek and Discount and sell Delek Israel products):  

Group’s proprietary 
rights  

Operated 
by Delek 

Menta 

Operated by 
Delek Israel-
appointed 
operator 

Operated 
by 

contractor Total 

Ownership/long-term 
lease 

No third party 
rights granted 

43 12 0 55 

Third party rights 
granted 

1 0 0 1 

Total stations owned  44 12 0 56 

Sublease of stations of 
IDF veterans 

No rental 0 0 5 5 

Including rental 21 1 0 22 

Total stations of IDF 
veterans subleased 

 21 1 5 27 

Sublease 
Excluding rental 0 0 2 2 

Including rental 6 1 0 7 

Total stations 
subleased 

 6 1 2 9 

Rental  107 10 0 117 

No proprietary rights  0 0 30 30 

Total  178 24 37 239 

 

(B) Proprietary rights in station land 

Delek Israel's gas stations are divided into four categories from the aspect of ownership of the land 
where the stations are located as follows: 

(1) Gas stations in which Delek Israel has ownership rights to the land on which they are built (in some 
cases, joint ownership with a third party) or in which Delek Israel is the primary lessee from Israel 
Land Administration or another institutional authority.  

(2) IDF veteran stations, which were established pursuant to an interministerial agreement between 
the State and the fuel companies. This arrangement stipulates that ILA land would only be 
allocated to establish gas stations unless the right to operate them is granted to a disabled IDF 
veteran selected by the Rehabilitation Department of the Ministry of Defense for his rehabilitation. 
This provision was modified in the 1990s and a disabled IDF veteran is now granted primary 
leasing rights for 49 years with an extension option for a further 49 years. At the same time, the fuel 
companies are granted secondary leasing rights for the same term in return for leasing fees equal 
to those paid by the veteran to ILA. Delek Israel would lease the land to establish the gas station, 
install the equipment needed for its operation and maintain its systems. After establishing the 
station, Delek Israel appoints the veteran as an operator on its behalf, so that he must purchase all 
fuel products exclusively from Delek Israel, and the fuel product prices to the station (i.e. the sale 
prices to the veteran) are determined by Delek Israel. In this context it should be noted that 
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approval must be received from the Rehabilitation Department of the Ministry of Defense for any 
transfer of operating rights for the said gas station to a third party. It should be noted that if the 
Rehabilitation Department does not approve operation of the veteran stations by Delek Israel, it will 
order cancellation of the operating agreement between Delek Israel and the veteran and Delek 
Israel will only be permitted to supply fuel to those stations. As at the report date, the Ministry of 
Defense has yet to determine guidelines in this matter. If Delek Israel’s rental agreements with the 
21 disabled IDF veteran stations are canceled, this will not affect it materially.  

(3) Rented stations include those in which Delek Israel is sub-lessee or primary lessee from a third 
party which is not ILA and stations under long-term or short-term rental. Delek Israel usually 
commits to establish the station at its expense, install most of the equipment required for normal 
operation, and maintain all its systems. At these stations, the operator is obligated to purchase fuel 
products exclusively from Delek Israel and their price to the station operator is are determined by 
Delek Israel.  

(4) Stations for which Delek Israel has no proprietary, holding or usage rights are those in which it has 
signed agreements with station owners usually granting it exclusivity in supplying fuel products for 
a one-year term, with the owner alone having the option to demand renewal of the agreement for a 
further one to three years (total); and the remaining cases include provisions with regard to 
commercial terms. In many of these agreements there is no collateral for the supply of fuel product. 
For information of restrictions in competition laws applicable to Delek Israel's contracts with the 
owners of rights in gas stations, see section 1.9.18(E) below. 

(C) Gas stations are operated in several ways: 

(1) By Delek Israel through Delek Menta. 

(2) By a third party appointed by Delek Israel. Gas stations in this arrangement bear Delek Israel 
signage and purchase all products from it exclusively. The operator is obliged to operate the station 
under Delek Israel's standard procedures. The operator usually bears most of the gas station 
operating cost, including staff employment and purchase of inventory from Delek Israel. In some 
cases, Delek Israel contributes to operating costs. In other cases, it does not participate in the 
operators' costs, but grants discounts on the prices of the fuels sold to them. The operator is 
responsible for obtaining the licenses and permits required to operate the station, but in some 
cases Delek Israel processes and pays for compliance with regulatory requirements applicable to 
the gas station. The operator pays Delek Israel fixed and/or variable rent, based on the volume of 
sales at the station.  

(3) By an independent third party not appointed by Delek Israel. In these stations there are actually 
short-term supply agreements of a year, with the operator alone having the option to request 
renewal of the agreement for another one to three years. The supply agreements require operators 
to purchase fuel products and lubricants from Delek Israel at agreed prices and credit terms and 
sell them under Delek Israel trademarks, under its name, within price control restrictions and under 
Delek Israel's instructions concerning safety procedures, marketing, the gas station's exterior 
appearance etc. Delek Israel usually owns the gas station equipment and lends it to the station 
operator. Delek Israel installs the equipment required to operate the station and provides the owner 
of the rights with maintenance services and professional training under the contractual agreement. 
In most cases, there is no collateral to secure the sale of fuel to stations. In some cases, Delek 
Israel has no exclusivity in supplying fuel products. 

(D) All Menta convenience stores are operated by Delek Israel through Delek Menta, except for 25 
stores operated by franchisees. All employees of Menta stores (which are not operated by 
franchisees) are Delek Menta employees. Delek Menta purchases inventory and bears all the risk 
involved in operating the convenience stores, other than in case of franchisees when the 
franchisees purchase the inventory and bear all the risk involved in operating the stores. 

(E) Delek Israel’s property, plant and equipment in the gas station and convenience store segment 
include the buildings and equipment in most public gas stations where it has ownership rights. It 
also has equipment installed in all its stations where it has no ownership rights or where it has 
short-term lease agreements. At some of these stations, Delek Israel also has property, plant and 
equipment in station buildings constructed many years ago, when it had proprietary rights 
(including long-term lease contracts) there. It also has vehicles and trucks to transport the fuel 
products and lubricants.  

(F) Delek Israel’s fixed assets in the direct marketing segment include the equipment at customer 
premises and facilities (mainly designated tanks and pumps) and equipment at the internal 
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stations, including infrastructure, tanks, pipelines, electronic pumps, and electronic refueling and 
control systems. 

(G) Delek Israel's fixed assets in the storage and supply segment include four facilities: three (in 
Ashdod, Beer Sheva and Jerusalem) for providing storage and supply services to Delek Israel and 
third parties and the fourth in Haifa, mainly for Delek Israel's own use. Delek Israel also has the 
equipment required for the storage and supply operation. Breakdown of the facilities:  
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 Area Proprietary rights Capacity 
Capacity utilized 

in 2019 Additional information 

Ashdod 
facility 

Approximately 
32.9 hectares 

Delek Israel is entitled to be registered 
at ILA as owner of the leasing rights in 
this land until  June 30, 2019, with an 
option for a further 49 years.  

26 above-ground tanks with a 
maximum capacity of 506,000 
cu.m. as well as 6 additive 
tanks and 3 water tanks. 

100% of the 
maximum capacity 
of the above-
ground tanks. 

Adjacent to the tank farm is an operating 
area which includes an administrative 
building, an office building and technical 
and special-purpose buildings. 

Beer Sheva 
facility 

Approximately 
7.9 hectares 

Delek Israel is entitled to be registered 
at ILA as owner of leasing rights in this 

land until August 20, 2015
267

 with an 

option for a further 49 years.  

10 above-ground tanks with a 
maximum capacity of 72,000 
cu.m. as well as 2 additive 
tanks and 2 water tanks. 

100% of the 
maximum capacity 
of the above-
ground tanks. 

Adjacent to the tank farm is an operating 
area which includes an administrative 
building with restrooms and technical and 
special-purpose buildings. 

Jerusalem 

facility
268

 

Approximately 

5.7 hectares
269

 

Delek Israel is registered at ILA as 
owner of leasing rights in 5.5 hectares 
until March 31, 2057. 

8 above-ground tanks with a 
maximum capacity of 33,500 
cu.m. as well as 3 additive 
tanks and one water tank. 

55% of the 
maximum capacity 
of the above-
ground tanks. 

The operating area includes two office 
buildings and technical and special-
purpose buildings. 

Haifa facility Approximately 
3.1 hectares 

Owned by Delek Israel 14 above-ground tanks with a 
maximum capacity of 20,000 
cu.m. as well as 2 additive 
tanks and water tanks. 

82% of the 
maximum capacity 
of the tanks. 

--- 

 

 

267 This date is according with certificate of title issued by ILA. Under the leasing contract, the leasing rights are through August 20, 2015. In this regard it should be noted that Delek 
Israel applied to ILA to extend the leasing rights and is waiting to receive its assessment. 

268 It should be noted that Delek Israel contracted with Israel Land Administration, which holds land adjacent to the compound that is planned to be rezoned similarly to the land of 
the compound, with the aim of preparing a joint urban building plan and submitting it to the Jerusalem District Planning and Building Committee. At this stage, the timetables for 
submission of the urban building plan to the committee cannot be estimated. This urban building plan will include an application to change the zoning of the land and an 
application to construct a residential neighborhood of hundreds of housing units. It is also noted that simultaneous to the measures for such land zoning change, Delek Israel is 
continuing to negotiate with various investors from time to time with respect to selling the compound in its current condition. At this stage, the timetables for finalization of such 
negotiations, the chances of their finalization and their results cannot be estimated.  

269 Of which FPL holds 0.3 hectares under a separate leasing agreement. 
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1.9.11. Intangible assets 

Delek Israel operates under several well-known, protected brands: Delek, Menta, Delek Dalkan 
(electronic refueling service brand) and Cup O' Joe.  

1.9.12. Human resources 

(A) As at December 31, 2019 and December 31, 2018, the employees engaged by Delek Israel are 
divided as follows:  

Segment 
No. of employee at 
December 31, 2019 

No. of employee at 
December 31, 2018 

Gas stations and commercial compounds 1969 1,957 

Direct marketing 55 118 

Storage and supply 36 39 

Other 39 39 

Total 2,099 2,153 

 

(B) Most Delek Israel employees are engaged under personal employment agreements and are not 
subject to a special collective agreement, whereas special or general collective agreements apply 
to some by virtue of membership of the companies in employers organizations or by virtue of 
expansion orders. On March 4, 2020, Delek Israel signed a collective agreement with the National 
Labor Federation for a 4-year term, which will be extended for a further one year term.  

(C) On January 9, 2017, Delek Menta signed a collective agreement with the National Labor 
Federation for a 4-year term, which will be extended for further terms of two years unless any of the 
parties notifies that it wishes to revise or cancel the agreement. 

(D) Delek Israel only employs road tanker drivers who are licensed to transport hazardous materials. 
Also, employees who work in the gas stations or come into contact with fuel materials, undergo 
fire-fighting and hazard prevention training and environmental protection courses. A collective 
agreement applies to the employment relations between Delek Transportation and the drivers, 
while the Histadrut, New General Federation of Labor (Transport Workers Union) is the 
representative organization. On September 15, 2017, the term of the collective agreement was 
extended for a further 3-year term (until September 14, 2019) and it was stipulated that at the end 
of the term the agreement will be renewed automatically for a further year, whereas each party has 
the right to cancel the agreement by notice no later than 60 days prior to the end of any term. Delek 
Israel and Delek Transportation are currently negotiating with the employees’ committee and the 
Histadrut to extend and revise the collective agreement. 

(E) The employment relations between Pi Glilot Partnership and the Pi Glilot depot workers are subject 
to a collective agreement while the Histadrut, New General Federation of Labor is the 
representative organization. On December 19, 2017, the collective agreement was extended for a 
further term of four years and four months (until March 31, 2022). 

(F) Officers and senior management staff at Delek Israel are employed under personal employment 
contracts which include executive insurance contributions. Delek Israel customarily grants 
performance-based bonuses to its employees, including senior staff, subject to the approval of the 
competent organizations. On May 19, 2019, Delek Israel’s Board of Directors approved the 
appointment, and the terms of office and employment of Boaz Chechik as Company CEO. Mr. 
Chechik replaced Moshe Karadi, who served as acting CEO of Delek Israel from January 1, 2019 
in addition to his position as chairman of the Board and CEO of Delek Pi Glilot, following 
termination of the office of Esther Eldan as Company CEO on December 31, 2018. 

1.9.13. Fuel products, raw materials, and fuel and oil product suppliers 

(A) Main fuel products used by Delek Israel 

The main fuel products used by Delek Israel in both fuel marketing at public stations and direct 
marketing are distillates produced from crude oil which are also purchased and traded on global 
exchanges. In most of the direct marketing operations, Delek Israel purchases finished fuel 
products and not raw materials. In recent years until 2018, Delek Israel purchased over 90% of the 
fuel products that it sells from Bazan. Delek Israel signed an agreement with Vitol SA to import 
most of the quantity of 95 octane gasoline for 2019 and renewed the agreement for a substantially 
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lower volume of fuels for 2020. For information of the risk factors involved in dependence on 
Bazan, see section 1.9.22(J) below. 

(B) Agreements with major suppliers 

(1) Local suppliers 

As at the date of the report, Delek Israel’s main fuel product supplier is Bazan and a small quantity 
is purchased from the ORA. The purchases from Bazan are made under an annual agreement 
according to which Bazan will sells and supplies fuel products to Delek Israel. This agreement 
stipulates that Delek Israel purchases fuel products the basis of monthly orders. With respect to 95 
octane gasoline and diesel fuel for transportation, the monthly order will be placed on the basis of 
an annual plan (listed by month) which was submitted to Bazan, while Delek Israel is permitted to 
update the volume of monthly and annual purchases by the deviation specified in the agreement. 
The price of fuel products purchased from Bazan is determined according to a formula derived from 
the CIF Lavera prices (“Lavera Price”). The relevant Lavera Price used to determine the price will 
be five consecutive published prices, the last being two working days in Israel of the month 
preceding the supply month. The credit extended to Delek Israel is EOM + 15 days. The agreement 
includes provisions concerning Bazan discounts based on quantities purchased by Delek Israel, 
financial collateral that Delek Israel must provide for the purchases, etc. The Company also 
purchases large quantities of jet fuel from Bazan for foreign and local airlines. Delek Israel also 
purchases small quantities of fuel products from ORA under an agreement whereby the fuel 
products are purchased by means of monthly orders at prices set in the agreement calculated 
using a price formula derived from the Lavera price, while under the agreement ORA is permitted 
to revise the price structure from time to time at its discretion. Fuel product purchases above the 
quantities noted in these agreements are made on the basis of agreed terms between Delek Israel 
and fuel product suppliers with respect to each and every purchase.  

(2) Import of fuel products 

In 2019, Delek Israel imported a small quantity of diesel fuel for transportation. The import price for 
international trade companies is determined by a formula based on the local price. For 2019, Delek 
Israel signed an agreement with Vitol SA to import 95 octane gasoline at a rate of more than 60% 
of the annual quantity. For 2020, Delek Israel signed an agreement to import 95 octane gasoline at 
a rate of 33% of the annual quantity. 

1.9.14. Working capital 

Composition of working capital: Delek Israel's working capital includes the total current assets 
(cash, trade and other receivables, and current operating inventory) less the current liabilities 
(including current liabilities to banks, current maturities of debentures and other long-term loans, 
and trade and other payables). 

(A) The main change between the net working capital as at December 31, 2019 and December 31, 
2018 is due to short-term loans to finance the purchase of the Delek Power Stations and an 
increase in trade payables and inventory balances.  

Delek Israel's policy is for the working capital requirements to correspond with the working capital 
financing sources, if possible, and for the non-current investment and asset requirements to 
correspond with the long-term sources. Its considerations concerning short-term financing sources 
derives from the lower costs and the fact that they are more readily available than long-term 
sources 

(B) As at December 31, 2019, Delek Israel has a working capital deficit of NIS 650 million, due mainly 
to short and long-term liabilities undertaken to finance long-term investments, which are due to be 
repaid in the coming year. Breakdown of Delek Israel's working capital: 

  Amount included in Delek Israel's 2019 
financial statements 

(NIS millions) 

Current assets  1,502 

Current liabilities  (2,152) 

Surplus current liabilities over current 
assets 

(650) 
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(C) The management of Delek Israel believes that it is able to convert the short-term loans into long-
term loans, and to continue to receive short-term loans and/or dispose of assets that it owns to 
continue to finance its investments and repay its liabilities. This estimate is based partly on the 
cash flow from operating activities, credit lines currently available and a substantial volume of non-
pledged assets.  

In this regard, it should be noted that the Covid-19 crisis may have a material adverse effect on the 
results of Delek Israel’s future operations, among other things, depending on its duration. It is noted 
that in the first third of 2020, a material decrease in Delek Israel’s scope of operations is expected. 
For further information, see the risk factor chapter in section 1.9.22(A)  below and Note 1 to the 
Financial Statements. 

1.9.15. Financing  

(A) Delek Israel's operating activities are financed mainly by cash flows from operating activities and 
short-term bank loans. 

(B) Below are the average effective interest rates on loans from bank and non-bank sources effective 
in 2019 and not intended exclusively for specific use by Delek Israel: 

 Average effective interest rate 

 Short-term credit Long-term credit 

Banking sources NIS loans 1.3% -1.5% 2.3% -4.3% 

Non-banking sources NIS loans  2.3% - 2.5% 

 

(C) Credit facilities – As at December 31, 2019 and shortly before the report publication date, Delek 
Israel's bank credit facilities (separate) amounted to NIS 2,094 million, of which it has utilized NIS 
1,457 million. 

(D) Financial covenants and restrictions applicable to Delek Israel under financing agreements – In 
receiving the bank loans and credit facilities, among other things, the following main financial 
covenants, restrictions and terms were laid down: 

(1) As part of the bank loans (as defined in section (3) below), Delek Israel committed to some of the 
banks not to pledge its fixed assets in any form without the prior written approval of the banks 
(excluding fixed assets pledged in favor of the entities that financed the purchase of those items). 

(2) An interbank agreement of 2002 between eight banks (which Delek Israel is not party to) to 
regulate the relationship among them concerning exercise of the floating lien given to them on 
Delek Israel's inventory and its consideration, as set out in section (C) below) stipulates that if one 
of the banks enforces and/or exercises the lien generated for its benefit that leads to the 
appointment of a receiver or receiver and manager for the pledged property (as defined in this 
agreement), the other banks may exercise the lien given in their favor by Delek Israel.  

(3) Agreements with local banks for long-term fixed-interest loans for period of up to six years (average 
duration of three years) totaling (as at December 31, 2019 and as at the date of the report) NIS 716 
million (in this section: “the Bank Loans") stipulate that non-compliance with any of the following 
covenants may grant the lenders the right to immediate redemption of the Bank Loans: (a) If the 
financial ratio changes so that Delek Israel's equity to balance sheet270 is less than 12% and its 
equity271 is less than NIS 600 million (in this sub-section: “the Lowest Level") and this financial ratio 
remains below the Lowest Level in three consecutive Delek Israel financial statements; (b) if  most 
or all of Delek Israel's operations in the Gas Station and Commercial Compound and Direct 
Marketing segments are sold and as a result, the profit of Delek Israel's ordinary operations in 
these segments (cumulatively) falls below 25% of the total consolidated profit of its ordinary 
operations in all segments, as appears in the first financial statements published subsequent to the 
sale of such operations.  

As at December 31, 2019 and the report publication date, Delek Israel complies, as set out in 
section (5) below. 

 

270 The ratio between the total equity attributed to the shareholders, excluding non-controlling rights, and Delek Israel's 
balance sheet total in its audited or reviewed consolidated financial statements. 

271 Delek Israel's equity, excluding non-controlling rights, as appearing in its audited or reviewed financial statements. 



 

A - 361 

(4) The loan agreements contain provisions under which in certain cases, the annual interest rate of 
the Loans will be increased as follows: (a) Whenever the rating is downgraded by Midroog Ltd. 
("Midroog"), or any other rating agency replacing it, by one notch compared to the base rating (A2), 
the annual interest rate of the outstanding balance of the Loans will increase by 0.25% above the 
interest rate set out in the Loans. The interest rate will be increased as aforesaid for every notch 
downgrade of the credit rating of the debentures compared to the base rating, but no more than a 
maximum addition of 0.75% to the annual interest rate of the debentures. If the downgrading of the 
rating increases the annual interest rate and then Delek Israel's credit rating is upgraded again, the 
annual interest rate payable will be decreased to the rate fixed in the Loan documents;(b) If the 
financial ratio changes so that Delek Israel's equity to balance sheet is less than 14% and its equity 
is less than NIS 700 million in two consecutive financial statements (in this sub-section: "the Lowest 
Ratio"), the annual interest rate on the outstanding principal of the Loans will increase by 0.25% 
above the interest rate fixed in the Loan document. In case the financial ratio decreases to the 
Lowest Ratio or lower, the ratio in Delek Israel's financial statements will be higher than the Lowest 
Ratio (i.e. the equity to balance sheet ratio is equal to or higher than 14%, or its equity is equal to 
or higher than NIS 700 million). As at the publication date of the report, Delek Israel’s current rating 
is Aa3.il with a stable outlook. 

(5) Following is information of Delek Israel’s compliance with the financial covenants under the Bank 
Loans:  

Financial covenant Ratio reviewed as at December 31, 2019 

Equity to balance sheet higher than 12% and equity 
higher than NIS 600 million.  

Total equity = NIS 1,192 million.  

Total balance sheet = NIS 5,000 billion.  

Equity to balance sheet ratio = 24%.  

The sale of most or all of Delek Israel's operations in 
the gas station and commercial compounds and direct 
marketing segments, following which the percentage 
profit of Delek Israel's ordinary operations in these 
segments (cumulatively) falls below 25% of the total 
consolidated profit of Delek Israel's ordinary operations 
in all its segments of operations, as appearing in the 
first financial statements published following the sale of 
such operations, will be considered cause for 
immediate redemption. 

No operations were sold. 

 

(E) Variable interest credit: 

Details of the variable interest credit (linked to the Prime rate) obtained by Delek Israel as at 
December 31, 2019 and immediately before the publication date: 

Track 
Range of interest rates as at 

December 31, 2019 
Interest rates proximate to report 

date 

On Call 1.35% - 1.75% 1.35% - 1.75% 

 

(F) Liens and guarantees - To secure the Bank Loans, which as at December 31, 2019 amounted to 
NIS 716 million, Delek Israel placed an unlimited lien on all its inventory. The proceeds and rights 
thereof are defined in the lien documents.  

1.9.16. Taxation  

The primary tax rate applicable to Delek Israel is different to the effective tax rate, mainly due to the 
timing differences between expenses, unrecognized discounted expenses, exempt income, losses 
of affiliates and tax expenses for previous years. Besides the regular corporate tax laws applicable 
to the companies (see further information in Note 31 of the financial statements), it is noted that 
under the Fuel Excise Tax Law, 1958 (“the Excise Tax Law”) and the Fuel Excise Order, 1980, a 
given amount of tax is imposed on the fuel products listed in the order, which is updated every 
three months on the basis of CPI fluctuations. The excise tax component in fuel prices is highly 
significant. Fuel companies are charged excise tax directly upon issuing the fuel, with 10 days 
credit, whereas the number of credit days granted by Delek Israel to its customers is significantly 
higher, especially for diesel fuel sales.  
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1.9.17. Environmental risks and mitigation thereof 

Main provisions of environmental laws applicable to Delek Israel:  

(A) Maintenance of Cleanliness Law 

The Maintenance of Cleanliness Law, 1984 imposes criminal liability on whoever dirties and/or 
disposes waste (including fuels) in the public domain. This law also grants authority to levy fines, 
issue an order requiring the polluter to restore the polluted area or impose double the expenses for 
restoration of the site by the authorities. 

(B) Water Law and Regulations 

The Water Law, 1959 (“the Water Law”) imposes liability for polluting water sources. It grants state 
authorities extensive powers, including the authority to demand cessation of the pollution, 
restoration, levy fines and charge expenses. The Water (Prevention of water pollution) (Gas 
stations) Regulations, 1997 (“the Water Regulations“) enacted under the Water Law include 
comprehensive provisions aimed at regulating this field and preventing soil, water or air pollution. 
These regulations include provisions requiring gas station operators to install various means of 
protection for various matters, in the station construction and operation stages. When constructing 
a station (after the Water Regulations entered into force), a sealed floor, drainage system, fuel-
water separator, secondary tank and monitoring means to detect leakage must be constructed. The 
Water Regulations require the operator to conduct regular permeability tests (once every five 
years) on the pipes and tanks at all gas stations or more frequently, depending on the 
circumstances. The cost of these tests is not material to Delek Israel and its does not expect it to 
significantly affect its results unless soil or water pollution resulting from defective sealing is 
detected, which will lead substantial repairs. The Water Regulations set out methods of reporting 
and treating sites polluted by fuel leakage and prescribe that most of the Old Stations (as defined 
below) must be adapted to most of the provisions of the regulations applicable to new stations. The 
responsibility for compliance with the provisions of the Water Regulations is imposed on the gas 
station operator defined as the business license holder or the person under whose supervision, 
management or control the station operates. It is noted that in the supply contracts, the liability for 
handling this matter is imposed on the gas station owner or its operator. As noted above, as at 
December 31, 2019, Delek Israel operates, independently and through its operators, 232 gas 
stations (of which 120 are stations established before 1997 ("the Old Stations"), in which liability for 
pollution control and treatment of such pollution is imposed on Delek Israel. 

(C) Environmental Protection (Polluter Pays) (Legislative Amendments) Law, 2008 

The objective of this law is to protect, maintain and improve the environment, prevent damage to 
the environment or public health, and rule out the economic viability of harming the environment by 
means of punishment which takes into account the value of the damage caused and the benefit or 
profits gained by committing environmental crimes. In addition to stricter penalties for 
environmental violations, the courts are authorized, for a violation by a person resulting in that 
person gaining a benefit or profit, to impose a fine to the value of the benefit or profit in addition to 
any other punishment. 

(D) Ministry of Environmental Protection’s soil pollution policy 

In 2017, the Ministry of Environmental Protection published a revised policy documents on the 
method of dealing with and treating polluted soil. The policy addresses, among other things, 
prevention of soil pollution, treatment of polluted soil and rehabilitation of soil that contains 
pollutants, and is expressed in the Ministry of Environmental Protection’s professional guidelines, 
the terms of business licenses and poison permits in this regard, and other actions taken by the 
Ministry of Environmental Protection considering the “polluter pays” principle.  

(E) Additional environmental requirements  

(1) Delek Israel was required by the Ministry of Environmental Protection to conduct tests (soil surveys 
and groundwater monitoring bores to identify land and water pollution) at 129 Old Stations. As at 
the date of the report, Delek Israel carried out tests in all Old Stations and treatment at most of 
them. Since Delek Israel's old stations were built to standards predating the Water Regulations and 
accumulated knowledge indicates that the required standards of that period cannot ensure soil 
and/or water damage prevention, Delek Israel cannot estimate which of its old stations have 
polluted the soil or the water surrounding them. Tests conducted detected several stations where 
the soil and/or groundwater is contaminated. Delek Israel has started implementation of a soil 
and/or groundwater rehabilitation plan at the stations where the survey was completed and 
contamination was discovered. In this matter, Delek Israel is in compliance with the arrangement 
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signed with the Ministry of Environmental Protection in 2008 with respect to the timetables for 
locating and rehabilitating contaminated soil at old gas station. In 2008, Delek Israel has submitted 
to the Ministry of Environmental Protection a work (rehabilitation) plan for locating, monitoring and 
surveying soil and water at its old stations (established prior to January 1, 1998) operated by or on 
behalf of Delek Israel. The Ministry of Environmental Protection clarified that its policy is to enforce 
the provisions of environmental protection laws, and execution of the plan would not grant immunity 
from enforcement of the law where its provisions were violated or result in the cancellation of 
indictments already filed. However, when considering the legal and public justification of 
prosecution, all circumstances of the matter would be taken into account, including actions taken 
by the violating entity.  

(2) In 2008, Delek Israel reached an agreement with the Ministry of Environmental Protection to install 
Stage 2 vapor retrieval systems gradually over four years according to the American standard.  

In August 2011, the Minister of Environmental Protection published guidelines obligating the gas 
companies to install such vapor retrieval systems in the German standard at all gas stations by the 
end of 2015 (in this subsection: "the Guidelines"). Following postponements, the new date was set 
for April 2017. This demand is presented in the business license terms and also appears as a 
guideline under the Clean Air Law, 2008 ("Clean Air Law") As at the date of the report, Delek Israel 
has completed the installation of Stage 2 vapor retrieval systems in all gas stations.  

(F) Legal and administrative proceedings relating to environmental protection  

Non-compliance with the provisions of the Water Law and Water Regulations is likely be a criminal 
offense, carrying a one-year prison sentence or a fine of up to NIS 350 thousand272, and heavier 
penalties in the event of an ongoing offense.  

(G) Stricter enforcement to prevent blended fuel sales  

In April 2008, the Knesset adopted an amendment to the Operation of Vehicles (Engines and Fuel) 
Law, 1960 (“the Vehicle Operation Law”), aimed at minimizing the sale and supply of blended fuels. 
Under the amendment, every gas station operator (as defined in the Vehicle Operation Law) is 
required to conduct six annual tests to have product quality verified by an authorized laboratory. 
Sanctions against nonstandard fuel products will be increased substantially, including possible 
judicial closure orders, publication of the names of gas stations selling nonstandard products, and 
significantly higher fines. The provisions of the amendment entered into force on October 10, 2008. 
In 2006, a motion to certify a class action was filed against Delek Israel regarding the fuel blending 
affair discovered at gas stations in October 2006. As at the reporting date, subsequent to approval 
of the settlement in a judgment, Delek Israel fulfilled all of its obligations under the settlement 
agreement and completed implementation of the outline of the settlement.  

(H) Hazardous materials - poisons permit 

Under the Hazardous Materials Law, 1993 ("the Hazardous Materials Law"), oil distillates are 
defined as hazardous materials. The law imposes an obligation to hold a poisons permit from the 
commissioner authorized to issue such by the Environment Minister. Delek Israel has permits to 
hold the hazardous materials defined in it, and to trade in fuels without storing them.  

(I) Green Tax Reform 

The Green Tax Reform entered into force in August 2009, prescribing vehicle tax incentives based 
on their pollution emission level, aimed at encouraging the purchase of more environmentally 
friendly vehicles Under the reform, the purchase tax of a new vehicle sold in Israel will be 
determined according to the air pollution emissions from the vehicle. As part of the reform, an 
interministerial committee headed by the Deputy Director of the Tax Authority and including 
representatives of the Ministries of Finance, Environmental Protection, and Energy was appointed 
and its conclusions are likely to determine a sizable transition of vehicles powered by oil distillates 
to alternative green propulsion. During the reporting year, the reform aimed at increasing the use of 
natural gas in public transport, industry and electricity generation and reducing the use of diesel 
fuel and coal was adopted. The reform is expected to lead to encouraging growth in investments in 
the transition to natural gas and development of the segment. As part of the process, the excise tax 
drawback on diesel fuel that allows various economic sectors, mainly transportation, to receive tax 
rebates for the use of diesel fuel will be canceled, the outline for raising excise tax on LPG will 

 

272  The fine is in addition to the expenses involved in treating the contamination. 
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enter into force and the taxes on coal, which is used mainly for electricity generation, will be 
increased. The tax increase on natural gas that is expected to take effect gradually from 2024 will 
apply to the committee’s requirements only if at least 25 gas stations operate with natural gas (for 
which, as part of the reform, the state allocated an amount of NIS 100 million based on a value of 
NIS 4 million for each such gas station) and the gradual decrease in drawback will continue 
according to the outline beyond 2023 only if these gas stations are operated. The reform also 
includes (a) encouragement of the use of CNG in public transport tenders; (b) regarding CNG 
vehicles, accelerated depreciation of 25% for four years with finance committee approval and 
100% reduction in the licensing fees in a temporary order for five years; (c) With respect to taxis, 
NIS 30 million to help purchase hybrid taxis and a cumulative usage benefit for complete reduction 
of import taxes after four years; (d) with regard to driving teaching vehicles, accelerated 
depreciation of 33% for four years with finance committee approval and exemption from licensing 
fees in a temporary order for four years; (e) for electric buses, accelerated depreciation of 33% for 
three years with finance committee approval, exemption from customs duties for four years and 
other benefits. The Company is unable estimate the impact of the reform on Delek Israel’s 
operations and results.  

(J) Delek Israel's environmental risk management policy and steps taken to decrease these risks 

Delek Israel takes ongoing measures to minimize and prevent possible damage to the environment 
and invests substantial resources on environmental protection, including regular maintenance of 
facilities and infrastructures, and employee training in accordance with statutory requirements on 
this matter. It is noted that Delek Israel has an internal environmental protection compliance plan 
(in this subsection: “the Compliance Plan”) and operates according to it in its different operating 
segments. The aim of the Compliance Plan is to ensure compliance with the statutory provisions 
and Delek Israel's procedures on environmental protection, while constantly improving its 
environmental performance and drawing conclusions. 

(K) Incurred and expected material environmental expenses  

In 2019, 2018 and 2017, Delek Israel’s total environmental expenses amounted to sums which are 
not material for the Group. In the forthcoming years, the total environmental expenses are also 
expected to amount to non-material sums for the Group.  

Forward-looking information: The information in this section 1.9.17 and its subsections 
regarding the expected environmental expenses and the expected effects is forward looking 
information, as defined in section 32A of the Israel Securities Law, based on information 
available as at the report date. In practice, the information may be significantly different to 
the above for various reasons, including discovery of material deviations in Delek Israel’s 
activities, discovery of pollution at additional stations, further Ministry of Environmental 
Protection and/or Water Authority demands, changes in environmental laws, etc. 

1.9.18. Restrictions and supervision of Delek Israel's operations 

Below is a description of the main restrictions and supervision applicable to Delek Israel, in addition 
to the above environment supervision:  

(A) Legislation specific to the fuel economy:  

(1) State Economy Arrangements (Legislation amendments to achieve 2001 budget and economic 
policy targets) Law, 2001 ("the Arrangements Law") – This law states that a fuel company must be 
registered before starting its operation and may continue to operate so long as it is registered in the 
register maintained by the Fuel Administration "the Administration"). Delek Israel is registered in 
the Fuel Administration register as fuel companies. In addition, the Arrangements Law prescribes 
that a fuel company must maintain, at its own expense, the fuel inventory determined by the 
Minister of Energy in consultation with the Ministers of Defense and Finance, and, pursuant to the 
Arrangements Law, regulations273 regulating this matter have been enacted accordingly. It is noted 
that in November 2002, the Supreme Court approved an interim arrangement requiring the 
maintenance of a security inventory, but the State can change the present status to require 
maintaining a civilian inventory as well. The implications of holding a civilian inventory if the above 
enter into effect is an increase in Delek Israel's total credit. It is also noted that on December 19, 
2013, Delek Israel signed an agreement with the State, under which the emergency inventory held 

 

273 The State Economy Arrangements  (Legislation amendments to achieve 2001 budget and economic policy targets) 
(Maintaining inventory and security inventory of fuel) Regulations, 2001.  
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by Delek Israel under the Commodities and Services (Fuel Economy Arrangements) Order, 1988 
will be handed over to the State on that date (in this subsection: ("the Agreement"). It is further 
noted that the purchase and maintenance of the inventory by Delek Israel was recorded in its 
financial statements of September 30, 2013 as a loan to the State of NIS 220,644 thousand (in this 
subsection: “the Finance"). Under the agreement, the State repaid the Finance against handing 
over the emergency inventory to the State, the lion's share of the payment in cash on the date if the 
agreement and the balance at the end of January 2014. As at the date of the report, the emergency 
inventory that was handed over to the State under the agreement is stored in the Pi Glilot facilities 
at the State's expense. The main effect of handing over the emergency inventory to the State is 
that Delek Israel's financial flexibility has increased due to repayment of the bank financing 
accordingly.  

(2) Fuel Economy (Promotion of competition) Law, 1994 – This law prescribes restrictions on 
establishment of new gas stations or engaging in exclusive agreements (as defined in the law) with 
gas stations near stations marketing the products of the same fuel company or operated by the 
same operator. The section in the law dealing with the restrictions concerning a regional 
engagement between gas stations of a single fuel company is in force through the end of July 
2021. In December 2007, the law was amended in a way that regulates how prices are published 
at gas stations to increase competition and prevent deceit in prices.  

(3) Fuel Economy (No sale of fuel to specific gas stations) Law, 2005 – This law prohibits the sale and 
supply of fuel to public gas stations unless they are on the list maintained by the Fuel 
Administration. As at the date of the report, all Delek Israel public gas stations that require 
registration are included in the list published by the administration. 

(4) Excise – Under the Excise Law, no person shall manufacture or engage in the sale of fuel without a 
license from the Customs and Excise Administration. Delek Israel has been issued such a 
manufacturing license, which it renews annually. Excise is levied on fuel when it is issued at a 
supply facility or released from customs in the case of import. As a result, only companies holding 
such a manufacturing license may purchase oil distillates directly from refineries in Israel or import 
them. The Excise on Fuel (Levying Excise) Order, 2004 sets specific excise rates for every oil 
product. In addition, the Excise on Fuel (Exemption and Drawback) Order, 2005 prescribes that 
fuel used by civil commercial ships transporting passengers or cargo are exempt from excise 
payment, provided that the vessel departs from an Israeli port for a destination outside Israel after 
refueling. Increasing the excise tax rate leads to increased exposure of Delek Israel to customer 
credit and a rise in its financing expenses. It should be noted that in the last two years, the excise 
tax was updated according to the index fluctuations and the changes were minor compared with 
those in the base price of distillates. 

(5) Hours of Work and Rest Law, 1951 – Most Delek Israel public gas stations and some of its 
convenience stores operate on Saturdays. Under Section 9 of this law, employment of Jewish staff 
on Saturday, which is part of the statutory weekly rest period, must be approved by the Minister of 
Labor. The Hours of Work and Rest Law also stipulates that on rest days defined in the Law and 
Administration Ordinance, 1948, no store owner will conduct business in his store. This law lays 
down a fine or up to one month's imprisonment or both for whoever employs staff in breach of the 
law. To date, the restrictions imposed by these laws have not materially impaired the Company’s 
business results, and based on past experience it estimates that they will not do so in the future 
either.  

Forward-looking information: The foregoing estimate is forward looking information, as 
defined in section 32A of the Israel Securities Law, which may not materialize partly due to 
stricter enforcement of the provisions of the Hours of Work and Rest Law throughout Israel, 
which could lead to convenience stores being closed on Saturdays. 

(6) Vehicle Operation (Engines and fuel) (Supply of fuel by tanker) Order, 2007 (“the Fuel Supply 
Order”) – This order imposes liability on fuel companies to take all reasonable precautions to 
ensure that every fuel product that it supplies to a gas station meets the requirements of the official 
Israeli standard and the Operation of Vehicles Law, including by installation of an electronic seal 
(that meets the requirements set out in an addendum to the Fuel Supply Order) on fuel tankers 
transporting fuels to gas stations. The order also imposes responsibility on the supply facilities and 
gas station owners. Under the order, an electronic seal (a device designed to control opening of the 
tanker and the quantity of fuel it contains) must be installed on every Delek Transportation tanker, 
all as defined in the order. An electronic seal has been installed on all Delek Israel tankers by a 
certified vendor, according to the order.  
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(7) Commodity and Service Price Control (Maximum Prices at Gas Stations) Order, 2002 – This order 
stipulates, inter alia, that at least a third of the refueling nozzles at every gas station must be self-
service. As at the date of the report, the Fuel Administration is reviewing increasing the number of 
self-service nozzles from a third to 75%. At this stage, the fuel companies are required to respond 
on the matter and verbal hearings before the Fuel Administration and the relevant team are most 
likely to be scheduled in future. At this preliminary stage, it is impossible to determine whether the 
foregoing, if decided, will have a negative or positive effect on Delek Israel. 

(8) Universal Refueling Device Regulations: On October 23, 2011, the Universal Refueling Device 
Regulations were published in the Official Gazette imposing the duty on fuel companies that wish 
to sell fuel using a refueling device to install a universal refueling device that allows the consumer 
to sign a contract with various fuel companies and refuel using the same device at gas stations of 
different fuel companies. According to these regulations, the universal refueling system will be 
established on the basis of universal refueling device specifications approved by the administration. 
It is noted that the Standards Institute has published a standard that regulates the issue of 
specifications, and on October 1, 2014, a document was published on the Ministry of Energy 
website announcing the universal refueling device specifications, which require compliance with all 
requirements of this standard. The regulations set out a transition period of 36 months from 
approval of the specifications during which refueling nozzles that allow refueling through a 
universal refueling device must be installed at gas stations.  

The transition period commenced on January 1, 2018, by which time Delek Israel had completed 
the conversation of all refueling nozzles at the gas stations. In addition, by January 1, 2019, Delek 
Israel completed the installation of universal refueling devices in all fleets with which it engages, in 
accordance with the prohibition to supply fuel using a non-universal refueling device from that date 
onwards. As at the date of the report, Delek Israel complies with the regulations. The Company 
believes that conversion of the Dalkan refueling devices into universal devices will increase the 
number of fuel marketing companies and the number of stations where customers can purchase 
fuel products using a Dalkan device, which could lead to a reduced number of customers 
purchasing fuel products through the Company’s automatic refueling system and/or a decrease in 
the quantity of fuels purchased by them. At this stage, Delek Israel is unable to estimate the effect 
the regulations will have on its fuel sales and financial results, if any, and the effect on the market 
competition is unclear.  

(B) Price control 

(1) Supply of fuel products by Bazan to the fuel companies - prior to privatization of the refineries, 
Bazan was declared a monopoly of crude oil refining in Israel. Only two types of bitumen are 
currently sold by Bazan, subject to maximum Bazan ex-refinery prices set under the Commodity 
and Service Price Stability Order (Temporary order) (Maximum Bazan ex-refinery oil product 
prices) 1992 ("the Bazan Ex-Refinery Price Order"), which sets the maximum Bazan ex-refinery 
prices for the various fuel products. These prices are updated on the first of every month on the 
basis of the external fuel product price plus or minus an amount set by the administration, with the 
approval of the Ministers of Energy and Finance.  

(2) Consumer price - Commodity and Service Price Control  (Maximum Prices at Gas Stations) Order, 
2002 - The maximum price for 95 octane unleaded gas sold at a public self-service pump is fixed 
as well as the date and methods of its update are set out in this order. In September 2011, the 
marketing margin was decreased in a manner that negatively affected the Company and to the 
best of its knowledge, other fuel companies in the market as well. From then until September 2012, 
the marketing margin was updated from time to time, but never returned to its previous level before 
the substantial decrease of September 2011. In May 2018, the marketing margin was decreased 
again in a manner that negatively impacted Delek Israel and to the best of its knowledge, other fuel 
companies in the market as well. It should be noted that the margin erosion is still evident at Delek 
Israel, which is expressed in low financial results if not for the margin decrease. It is also noted that 
Delek Israel is still trying to maintain its current margin in the face of fierce competition in the fuel 
market, the main implications of which is future margin erosion. In 2018, the Ministry of Energy 
issued a public hearing on the control policy of the 95 octane gasoline price at gas stations. Delek 
Israel submitted its written position supporting full deregulation. To the best of Delek’s knowledge, 
the other fuel companies have also submitted their written position. The Ministry of Energy’s 
position has not yet been received.  

(3) Price control of diesel fuel for transportation - On July 31, 2012, the Commodities and Services 
Price Control Order (Application of the diesel fuel law and determination of the control level), 2012 
(in this subsection: “the Order") was published. The Order stipulates that the control of diesel fuel 
for transportation will be at the profit and price reporting level as set out in chapter G of the 
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Commodities and Services Price Control Law, 1996. The provisions and amendment of the Order 
do not materially affect Delek Israel's financial results. If, in practice, the control applies to diesel 
fuel prices (beyond such reporting), this may have a material effect on Delek Israel, which cannot 
be estimated at this stage.   

(4) Control of infrastructure prices - Infrastructure services relating to fuel products in Israel include 
unloading and loading services at the fuel port, transmission, storage of fuel products, etc., and 
their prices are controlled by the Infrastructure Price Control Order that was recently amended on 
November 14, 2019. Under the amendment, the infrastructure prices set in it were increased 
slightly. 

(5) Essential enterprise - Delek Israel, its gas stations and storage and supply depots have been 
declared an essential enterprise as authorized by the Ministry of Energy and Industry. Under this 
authorization, Delek Israel’s fleet and fuel storage and supply installations are recruited in national 
emergencies to enable the regular supply of fuel and gas. 

(C) Weights and Measures Ordinance, 1947 (“the Weights Ordinance") - The Weights Ordinance sets 
various standards for weights and measures. The Weights Regulations were established pursuant 
to this ordinance and set out various provisions for instruments that measure oil distillates 
assembled on tankers, including installation of a calibration seal on these instruments. The use of 
such instruments is prohibited unless they have been calibrated and sealed in accordance with the 
weights regulations. In this regard, it is noted that all Delek Israel storage and supply depots (in 
Haifa, Jerusalem, Ashdod and Beer Sheva) have valid calibration certificates.  

(D) Gas station operating licenses  

The licensing procedures for new gas stations are long and complicated and require large 
investments in obtaining approvals, permits and licenses from numerous entities. This procedure is 
regulated under numerous laws granting licensing powers to various governmental authorities. 
According to the business licensing reform, as from January 1, 2019 it will not be possible to issue 
a permanent business license of any kind and the existing licenses will be opened so that action 
will be required to re-obtain them. The new term of the licenses is five years for convenience 
stations and three years for gas stations. Delek Israel has already been working to renew licenses 
as part of the ongoing activities in this area.  

Below is the main legislature granting licensing powers to the various governmental authorities: 

(1) Planning and Building Law, 1965 ("the Planning Law") and its regulations - Under the Planning Law 
and its regulations, a permit is required for any use of land, meaning construction and the use of 
any structure, etc. is subject to a permit. A building permit for the construction of a gas station often 
also requires rezoning the land. Under this law, the National Planning Council approved the 
National Outline Plan for Gas Stations - NOP 18, 1986 (“NOP 18) setting conditions and criteria for 
the establishment of gas stations, including prevention of safety, social and environmental hazards, 
minimum distances between stations, and minimal distance between fuel tanks and pumps and 
populated buildings. At present, the plan permits the construction of mini stations that require 
smaller capital investment than currently required for public gas stations. A mini gas station is any 
station which can serve up to four 4-ton vehicles simultaneously and no structure can be added to 
such station other than a roof over the gas pumps and the services required to operate the station 
on a total area that does not exceed 10 sq.m.  On July 7, 2016, Amendment No. 1 to NOP 18/4 
was published, setting out rules for construction of compressed natural gas (CNG) refueling 
stations, including that the compression facility and auxiliary facilities for the CNG refueling station, 
the compression equipment and concrete wall surrounding the facility and other operating devices 
and components required for refueling with natural gas and its products, will not be included in the 
built up areas permitted under the NOP, in the gas stations. On June 16, 2019, Amendment No. 2 
to NOP 18/4 was published, setting out the minimum distances from gas stations supplying LPG 
and CNG, and changing the method of calculating the permitted built up areas in gas stations.  

(2) Business Licensing Law, 1968 its Regulations and Orders issued pursuant thereto:  

A. Business Licensing (Businesses requiring a License) Order, 1995 - Under this order, a gas station 
is a business that is required to be duly licensed. To operate a gas station, approval is required 
from the following authorities: Israel Police; the Ministry for Environmental Protection, Ministry of 
Economy and Industry; National Fire and Rescue Authority; and the relevant Planning and Building 
Committee.  

B. Business Licensing (Fuel Storage) Regulations, 1976 - Regulations enacted under the Business 
Licensing Law setting out specific provisions for obtaining a gas station business license. These 
regulations describe the fuel safety and storage conditions to obtain a license.  
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C. Business Licensing (Sanitary Conditions at Gas Stations) Regulations, 1969 - These regulations 
set out provisions concerning the sanitary conditions and facilities required at gas stations.  

D. Business Licensing (Hazardous Plants) Regulations, 1993 - Under these regulations, a business 
that stores, produces, processes or sells hazardous materials must have a special license to do so 
and must comply with the safety provisions laid down in or under any law.  

E. Business Licensing Law Amendment No. 26 (Temporary Order), 2010  -  Under this amendment, a 
business that serves or sells alcoholic beverages, including food chains, kiosks and convenience 
stores, is prohibited from serving or selling them between 11:00 pm through 6:00 am the following 
day. 

F. Supervision of Commodities and Services (Garages and Vehicle-related Plants) Order, 1970 - 
prohibits opening or operating a gas station without a license from the Division of Vehicles and 
Maintenance Services at the Ministry of Transport. 

(3) Most of Delek Israel's public gas stations and convenience stores have received business licenses 
or temporary permits pending receipt of permanent permits. With respect to other gas stations and 
convenience stores, Delek Israel or the station owner are taking necessary measures to obtain 
business licenses or temporary permits, and Delek Israel believes there is nothing material 
preventing receiving them. There are several indictments are pending against Delek Israel, its 
subsidiary and officers relating to the operation of gas stations and/or convenience stores without a 
business license or in contradiction to the permit. From past experience, Delek Israel estimates that 
apart from insignificant fines and/or issuing a closure order until a business license and/or 
temporary permit is obtained, it has no material exposure in this regard. 

Forward-looking information: The estimate regarding the exposure in section 1.9.18(D)(3) 
above and this section is forward-looking information, as defined in section 32A of the 
Israel Securities Law, based on Delek Israel’s past experience. This forward-looking 
information may not materialize due to the occurrence of events contrary to the Company’s 
and Delek Israel's expectations.  

(4) The storage and supply operations require business licensing under the Business Licensing Law 
and subsequent regulations. The supply facilities in Ashdod, Beer Sheva and Jerusalem have 
permanent valid business licenses. The Haifa facility has a temporary license, subject to 
compliance with certain conditions, valid until August 15, 2020 and Delek Israel is taking steps to 
obtain a permanent business license. 

(5) With regard to the internal gas stations at kibbutz or moshav settlements, ILA Agricultural Division 
provides that an internal non-commercial gas station may be set up within the area of the 
agricultural settlement without requiring payment to the ILA, subject to certain conditions. The 
establishment of an internal station requires obtaining a building permit and operating permits. 

(E) Antitrust  

(1) Exclusive supply agreements with gas stations: 

According to the arrangement between the Competition Commissioner and Delek Israel that was 
approved on March 29, 1998 and reduced the applicability of the commissioner’s previous decision 
in this regard, exclusive long-term supply arrangements between the fuel companies and gas 
stations that are not owned or under primary lease from the ILA and with which Delek Israel does 
not have an accepted lease agreement, (i.e. a lease agreement under which the lease fees paid 
exceed a certain amount, as defined in the agreement with the Commissioner) are restrictive 
arrangements. The arrangement also set terms for Delek Israel's contract with gas stations when 
engaging in exclusive fuel supply agreements of between one and 14 years, based on the 
circumstances of each contract. These conditions include an obligation for Delek Israel to apply for 
approval of these agreements from the Competition Tribunal. The arrangement also stipulates that 
is will not apply to contracts with IDF veterans, and that special terms will be prescribed for them. 
As at the report approval date, such special terms have not yet been prescribed. The 
Commissioner announced that he would recommend that the Tribunal approve exclusive supply 
agreements for limited periods of between one and 14 years, depending on the special 
circumstances of the station for which the approval of the agreement is requested. On April 28, 
1998, based on the arrangement, Delek Israel petitioned the Tribunal for approval of the supply 
agreements. The Tribunal partially accepted Delek Israel’s petition  by approving exclusive fuel 
supply agreements for certain periods of between three to six years 

(2) On July 9, 2017 and December 26, 2017, the Competition Authority published a report for public 
comments, which, in its opinion, examines competition in the gas station segment. According to the 
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report, there are significant price differences between the large and small fuel companies. It further 
indicates that in areas with a small gas station, this also affects the fuel prices of the large 
companies. Accordingly, the report also recommends measures that are allegedly supposed to 
assist in increasing the deployment of small companies and promoting competition in the industry. 
On March 18, 2018, Delek Israel submitted its response to the report, including economic and legal 
considerations. At this stage it is difficult to estimate the effect of adoption of the recommendations 
of the report in its present state, because there is no certainty that they will be adopted and in what 
form, and there is no certainty as to how they will affect Delek Israel.  

Forward-looking information: The estimate regarding the exposure in this section is forward 
looking information, as defined in section 32A of the Israel Securities Law, that may not 
materialize or may materialize in a different manner partly due to events in contradiction to 
Delek Israel’s expectations. 

(3) Commissioner approval for the merger of Pi Glilot Oil and Pipe Terminals Ltd. (“Pi Glilot”) and 
Delek Israel – As part of the acquisition of the three storage and supply depots by Delek Israel, in 
2007 the Commissioner issued approval for this merger, with the following main points:  

A. Delek Israel and any person controlling it, any company controlled by it and any company controlled by 
any of them (jointly in this sub-section: “Delek Israel"), will not unreasonably refuse to supply distillate 
services to anyone requiring them from the Ashdod and Jerusalem supply depots, under usual terms at 
Delek-Pi Glilot facilities prior to the merger, and will not make provision of supply services contingent to 
conditions which, by their nature or according to accepted commercial terms, do not relate to the subject 
of the contract. Delek Israel will not set different terms of engagement for similar transactions to provide 
supply services, discriminate among its customers, and make the provision of supply services or grant 
any benefits contingent to purchasing or receiving other products or services.  

B. Throughout operation of the Ashdod supply depot, Delek Israel will allocate storage tanks at the 
Ashdod depot to a third party for operational storage, as stipulated in the appendix to the 
privatization agreement, unless permitted otherwise in advance and in writing by the 
Commissioner. During the lease term of tanks set out in this section, Delek Israel will be 
responsible for their operation and proper maintenance so as to ensure continuous service and 
maintenance as provided by Pi Glilot prior to the merger. 

C. Delek Israel will not contract, directly or indirectly, with another person in an arrangement 
conferring upon it rights in infrastructures necessary for importing or refining operations or in land 
designated for the construction of infrastructure facilities, without the prior written consent of the 
Competition Commissioner. The provisions of this section shall not apply to agreements in effect 
prior to this decision, between Pi Glilot and another person holding or operating storage or piping 
infrastructure for oil products or LPG, which are necessary for ensuring regular operation of the 
national pipeline network, or to the extension of such agreements. 

D. Unless otherwise authorized by the Competition Commissioner, any restriction applicable to any 
company by virtue of the Competition Commissioner's foregoing approval also applies to any 
officer, agent or consultant of a company and to any agent or substitute of any of them, whether by 
statue, an agreement or in practice. 

(F) Recognized Ministry of Defense Supplier  

Delek Israel participates in tenders published by the Ministry of Defense containing standards and 
preconditions, and complies with all of them. Delek Israel and Delek Industries are approved suppliers, 
recognized by the ministerial committee for the approval of suppliers for the Ministry of Defense. 

(G) Standardization  

Israel has standards for the fuels that are marketed in Israel. Delek Israel markets only products 
that comply with these standards. Delek Israel has also received international safety standard 
marks in the storage and supply segment.  

(H) Market Concentration Law - For information regarding the implications of this law for Delek Israel, 
see section 1.20.1 below.  

1.9.19. Material Agreements 

(A) Most of the fuel products sold by Delek Israel are purchased from Bazan (see section 1.9.13(B) 
above), except for 2019 in which most gasoline purchases (60%) were made through Vitol SA. 
Therefore, the agreement between Delek Israel and Bazan is material for Delek Israel.  
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(B) In the Gas Station and Commercial Compound segment, there is generally no single material 
agreement regarding title and the method of operating gas stations, but all agreements in the 
segment are material for Delek Israel.  

(C) Pi Glilot privatization agreements  

On July 31, 2007, Delek Israel entered into an agreement with Pi Glilot to purchase the depot 
operations (“the Depot Acquisition Agreement”), whereby Delek Israel acquired all rights in 
movable goods, title and the remaining rights and liabilities, including with regard to staff employed 
at the depots, as set out in the appendices to the agreement (“the Property Being Sold") for NIS 
806 million, after fulfillment of the provisions of the sale procedure and obtaining the approval of the 
Competition Commissioner’s approval (for a description of main points of the Commissioner's 
approval, see section 1.9.18(E)(2) above). Delek Israel undertook to operate the Property Being 
Sold for periods defined by the State and within limits set by the State as follows: (1) 
Discontinuation or reduction of the activity of the Ashdod depot as a storage and supply depot is 
subject to notice to the Fuel Administration two years in advance. The agreement further stipulates 
that throughout operation of the Ashdod depot, five transit tanks would be leased to FPL, which is 
responsible for the fuel piping array in Israel, or to any successor or anyone designated by the 
administration, at a price that would be set in an order; (2) Delek Israel undertook to continue 
operating the Beer Sheva depot and preserve its storage and supply capacity to ensure continued 
regular supply of fuel products to the Air Force base being supplied by pipeline from the depot, 
unless the administration confirms that an alternative arrangement is in place. Notwithstanding the 
above, the buyer may discontinue operation of this depot, provided that the administration is given 
at least one year's notice.  

Notwithstanding the above, closure of any depot by order of competent authorities would exempt 
the buyer from its undertakings, provided that the closure order was not given due to an act or 
omission by the buyer. Delek Israel made an irrevocable undertaking to Pi Glilot and the State of 
Israel that it would not take any action in the Property Being Sold which is not in keeping with the 
foregoing, and that should it decide to transfer or pledge its rights in the Property Being Sold to any 
third party, the transferee would undertake to act in accordance with Delek Israel's undertaking. 

1.9.20. Legal proceedings 

For a description of legal proceedings (including motions for class action status) to which Delek 
Israel is party, see Note 23 to the financial statements.  

1.9.21. Business strategy and goals  

Delek Israel reviews its strategic and business plans from time to time and updates them according 
to developments in the energy market, the gas station and retail roadway segment, the competitive 
map and macro-economic effects. Delek Israel’s operations in the coming years are expected to 
focus on the following activities:  

(A) The Company's structure will be tailored to this focus and specialization, with emphasis on a 
narrow, effective organizational structure and improvement of the professional capabilities of the 
different entities, including professionalism of the employees operating the gas station compounds, 
with emphasis on improving the proficiency of the procedures required to operate the compound. 

(B) Improvement of the appearance of the gas station compounds, including optimization of the 
refreshment services to customers. 

(C) Business focus on the retail and sales segment, including emphasis on the coffee segment.  

(D) Analysis of the competitive environment in the different regions and targeted reference for each 
gas station compound or group of compounds, respectively. 

(E) Expansion of the marketing of LPG and natural gas at additional gas compounds and to industrial 
end users. 

(F) Strengthening of relations with large heavy-vehicle fleets (such as heavy trucks and buses) which 
Delek Israel believes are an initial potential for the transition to refueling with natural gas. 

(G) Discontinuation of activities that are unprofitable and not in Delek Israel's core operating segment. 

(H) Renewal of rental agreements with station owners, with emphasis on economic viability and 
profitability of the Company, irrespective of the geographic location of the gas station. 

(I) Marketing the storage capacity of the storage and supply facilities. 
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(J) Development of the retail roadways segment, while leveraging the wide geographical deployment 
and converting some of the gas stations into retail compounds containing a variety of businesses. 
In this regard and as part of other activities, Delek Israel aspires to significantly increase the 
volume of sales from operations not originating from fuel. 

(K) Examining the operation of the compounds by Delek Israel and outsourcing compounds to operators on 
behalf of the Company with emphasis on the Company’s profits and increasing the quantities sold.  

1.9.22. Risk factors  

Besides the risk factors set out in section 1.25 below, the Group’s operations are also exposed to 
the following risk factors in the fuel product segment in Israel: 

(A) Effect of the Covid-19 crisis on the fuel segment  

As set out in section 1.6.6 above, against the background of the Covid-19 crisis, global economic 
activity has slowed down and unprecedented measures are being taken in countries worldwide to 
eradicate the pandemic, including restrictions on movement in open spaces, restrictions on the 
activity of the private and public sectors and cancellation of flights. Under these circumstances, the 
Covid-19 crisis poses a global macroeconomic risk that has generated intense uncertainty about 
future economic activities worldwide, and particularly regarding the operating segment. If the crisis 
lasts long, and particularly if the preventive measures in Israel intensify and lengthen, this is 
expected to have a significant economic impact on Delek Israel’s operations, business and profits. 
As at the report approval date, the main implications expected in the operating segment are: 

(1) Impact on fuel and convenience store sales - the restrictions imposed by the Israeli government 
have led to a significant reduction on the business activity in the economy and in the movement of 
vehicles. Accordingly, as from the second week of March, a significant decline in the consumption 
of fuels in Israel has been observed, which is intensifying as the restrictions on the economy 
tighten. As at the approval date of the report, it is not possible to estimate how the Covid-19 crisis 
will impact road traffic and future demand for Delek Israel’s products and services. 

(2) Decrease in oil prices - In 2020, there have been exceptionally sharp decreases in the prices of 
energy products that can be attributed, among other things, to the Covid-19 crisis. If the economic 
crisis continues and the oil prices remain at low levels over time, this is expected to have a 
negative impact on the Company’s business. 

(3) Demand for jet fuel - A significant drop in the number of flights worldwide, including the number of 
inbound and outbound flights in Israel has led to a substantial decrease in the jet fuel sales in the 
first quarter of 2020. 

As at the report approval date, due to the economic uncertainty, because of the dynamic nature of 
the crisis and depending on when the pandemic is eradicated, it is difficult to predict the intensity of 
the crisis and the scope of its impact. Therefore, the Company is reviewing the foregoing 
implications on Delek Israel as well as additional implications that  are currently immaterial, and is 
taking measures and adjusting its activities.  

(B) Changes in in oil and fuel product prices  – Instability of global fuel prices, which is likely to lead to 
high volatility with respect to decreases in the value of fuel inventories within a short space of time. 
For these changes due to the Covid-19 pandemic, see section (A) above. 

(C) Construction of additional gas stations – In recent years, there is a trend of constructing dozens of 
new gas stations annually. Continuation of this trend will strengthen competition in the fuel market. 
See sections 1.9.7(B)(1) and 1.9.18(D)(1) above. The trend of constructing new competing gas 
stations adjacent to Delek Israel gas station compounds is also continuing. 

(D) Fuel taxation – Since the credit terms which Delek Israel receives from the fuel suppliers to pay for 
fuel product (include the excise) is far shorter than that offered to its customers, its financial 
exposure will increase with any rise in excise rates (including on diesel fuel), which could impair its 
business results. An increase in excise taxes could also lead to a decline in demand for the 
products sold. 

(E) Changes in maintenance of civilian inventory requirements – As stipulated in section 1.9.19(A)(1) 
above, the State may change the interim arrangement requiring the maintenance of an emergency 
security inventory only and demand maintenance of a civilian inventory as well. The significance of 
having to hold a civilian inventory, if any, is an increase in financing cost for Delek Israel and a 
growth in credit volumes, and on the other hand, could lead to a growth in demand for storage of 
inventory at its storage and supply facilities which could have a positive effect its business. 
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However, it is noted that such change is likely reduce its available storage capacity for provision of 
storage services at economically viable prices for Delek Israel. 

(F) Dependence on infrastructure facilities – The fuel industry is limited in infrastructure facilities and 
therefore, discontinuation of operations at an infrastructure facility could impair the proper operation 
of the refineries and fuel companies. Damage of fuel pipelines to Delek Israel’s storage and supply 
facilities may also impair its fuel storage and supply activity The Company estimates that because 
of its fuel storage and supply operation, it is more exposed to this risk factor than other fuel 
companies which have no such infrastructure facilities. 

(G) Marketing margin changes – Since the maximum profit margin on 95 octane gasoline is a fixed 
amount (due to government control) and not materially affected by Bazan ex-refinery fuel price 
fluctuations or changes to excise tax values and infrastructure prices, if global market prices and 
the tax applicable to them increase, a situation arises in which there is no built-in compensation for 
the credit risk costs when customer credit rises. It is also noted that the lack of correlation between 
the increased returns with respect to operating a gas station and the marketing margin fluctuations 
may decrease the profit.  

(H) Exposure to legal proceedings for hazardous and toxic materials – Since Delek Israel deals in 
hazardous and toxic materials, it is exposed to damages which may be caused by these materials. 
Claims for these damages could impair its business results and goodwill. Delek Israel is also exposed to 
legal, civil and criminal proceedings due to alleged environmental pollution caused in the past and which 
could be caused from its operations in future, as part which tests and investigations are carried out by 
the enforcement authorities. There is risk of indictments being filed against Delek Israel and its officers if 
soil and water pollution is discovered in additional stations other than those set out in section 1.9.17 
above. Rehabilitation of the surroundings of a station where pollutions was caused to groundwater is 
likely to lead to substantial expenses, which cannot be estimated. Delek Israel also has 129 old public 
gas stations, which were constructed in the standards that were acceptable in the past, but it is now 
known that they do not guarantee that there was and shall be no leak from a tank or pipes. 

(I) Development of alternative energy sources – Transition to using alternative energy sources is likely 
to affect Delek Israel's fuel product sales, compel it to invest substantially in adapting its stations to 
new customer requirements and may also create competition beyond gas stations. If these sources 
are developed, there is concern that the use gas stations for refueling and/or charging energy 
might decrease accordingly. 

(J) Dependence on refineries – As set out in section 1.9.13 above, companies operating in the oil 
distillates segment are almost completely dependent on the Bazan. This dependence is decreased 
slightly by: (a) the Company’s storage and supply facilities; (b) contracts to import 95 octane 
gasoline. 

(K) Storage and supply - In the fuel economy, a limited number of companies other 
than Delek Israel operate in the distillate storage segment, mainly EAPC, Paz and 
Bazan. An increase in their distillate storage capacity and/or expansion of their fuel 
supply capacity poses a real threat to Delek Israel’s advantage, which is 
expressed holding its own storage and supply facilities. 

(L) Failure to obtain required gas station operation approvals and licenses – At some of its stations, 
Delek Israel does not have all the required approvals and licenses to operate a gas station, while in 
other cases these have expired and require renewal. If Delek Israel fails to obtain these approvals 
and licenses, this could impair its operating results. 

(M) Credit risk (credit score) – The fuel industry is characterized by provision of a great deal of credit to 
customers. Most customer credit offered by Delek Israel not secured by any collateral or 
guarantees, thereby exposing it to credit risks. As at December 31, 2019, December 31, 2018 and 
December 31, 2017, Delek Israel had trade receivables amounting to NIS 1,192 million, NIS 1,175 
million and NIS 1,096 million, respectively. As at December 31, 2019, more than 90% of these 
debts are not secured by any collateral or guarantees. An economic slowdown and stricter 
regulation of the banking system exposes companies operating in the industry, because of the risk 
that such credit will not be fully repaid. 

(N) Developing environmental regulation - which imposes heavy expenses in accordance with 
additional requirements from time to time and impairs the proper course of conduct of the gas 
station compounds.  

(O) Developing competition regulation - For further information, see section 1.9.18(E) above. 
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(P) Ownership structure of gas stations – Due to the ownership structure of gas stations, some of 
which are rented by Delek Israel and some with which it only has a fuel supply contract, there is a 
risk that these stations will switch to marketing the products of other fuel companies at the end of 
the term of the rental/supply agreements. At stations that it neither owns nor operates, Delek Israel 
is also exposed to greater pressures from operators/owners, and therefore, the profits of such 
stations is eroded. The rental contracts, which at some of the stations are long-term, do not include 
an adjustment component between the rent and the marketing margin changes, which may lead to 
substantial losses for Delek Israel. 

Summary of the above risk factors, by type (macro risks, sector-specific risks and risk specific to 
Delek Israel’s fuel product segment), rated according to the Group’s estimates by extent of impact 
on the Group in the fuel product segment in Israel (major, moderate, minor):  

 Impact of risk factors on the Group's business in 
the Israeli fuel product segment 

 Major Moderate Minor 

Macro risks    

Covid-19 Crisis: X   

Changes in prices of oil and petroleum products  X  

Sector-specific Risks    

Establishment of additional service station  X  

Fuel taxation  X  

Dependence on infrastructure facilities  X  

Dependence on infrastructure facilities  X  

Marketing margin changes X   

Exposure to legal proceedings for hazardous 
and toxic materials and environmental pollution 

(including environmental regulation) 
 X  

Development of alternative energy sources X   

Dependence on refineries  X  

Universal Refueling Device Regulations  X  

Storage and supply  X  

Adoption of recommendations of the draft 
Competition Authority report 

  X 

Risks specific to Israel's fuel product 
segment 

   

Failure to obtain required gas stations operation 
approvals and licenses 

 X  

Credit risks (credit score)  X  

Developing environmental regulation   X  

Ownership structure of gas stations  X  
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 Additional Operations 

1.10.1. Real estate 

The Group holds a number of real estate assets. Following are details of the main ones (which do 
not form part of the areas of activity described in detail above). 

(A) Beit Delek 

At the report publication date, the Company holds 71.74% of the rights in a 4-story office and 
commercial building in Herzliya with three parking basements situated on approximately 11,000 sq. 
m. of land (in this paragraph: “the Asset”). Approximately 1,300 sq. m. of the Asset’s area are used 
as offices for the Company, its subsidiaries and companies owned by the controlling shareholder. 

In March 2018, the Company obtained a permit to change the use to hotels and a lease agreement 
was signed by the Company and Fattal Hotels Ltd. (“Fattal”) in connection with a hotel whose 
construction was completed in May 2018. Fattal operates the hotel in the hotel area leased to it. 
Comprising approximately 180 rooms, it has a swimming pool, spa, restaurant, bar, conference 
hall, lounge and meeting rooms. The five-year lease period began on May 15, 2018 and the basic 
monthly rent is a fixed amount of NIS 725,000 linked to the CPI. In addition to the stipulated rent, 
Fattal will also pay additional rent equal to half the remaining operating profit as defined in the 
lease agreement. It is noted that an urban building plan has been approved for deposit with 
conditions by the district planning and construction committee, for additional building rights of 
approximately 27,000 sq. m. for the Asset for hotel, employment and housing. 

In February 2019, a sales transaction was completed in which the Company sold Fattal 
28,265/100,000 of the rights of ownership in the Asset (which until then had been held in full by the 
Company) and rights in 1/3 of the rent paid by it pursuant to the above-mentioned rental agreement 
were transferred to Fattal in consideration of NIS 80 million. Furthermore, a cooperation agreement 
was signed by the Company and Fattal, both as an undivided interest partnership in order to 
regulate the joint management of the hotel and division of the land into the hotel part and offices 
which will remain under the exclusive ownership of the Company, and also in order to promote the 
planning processes in order to increase the scope of the land rights and realize additional rights, if 
approved, in the land (“the Partnership Agreement”. The Company also entered into a loan 
agreement with Fattal under which it granted Fattal a loan of approximately NIS 39 million linked to 
the CPI, bearing interest of 2.96%, for payment of the consideration. In addition, pursuant to the 
Partnership Agreement, Fattal transferred to the Company NIS 24 million for its investment in the 
construction of the hotel. For further details regarding Beit Delek, see Section 11(1) of the notes to 
the financial statements. 

(B) Asset in Akko 

A wholly owned subsidiary of the Company (“the Subsidiary”) owns approximately 430 dunams of 
land adjacent to the Akko beach (“the Land”). The cost of the Land is registered in the Company's 
books at approximately NIS 130 million (after deduction of an assessment of the obligations 
relating to the Land). Parts of demolished buildings are located on the Land, as well as various 
items of equipment, waste and materials, including hazardous materials, and it is even possible 
that there is pollution on the Land. The Subsidiary entered into a license agreement, renewable 
from time to time, with a company operating a pumping station which discharges the brines into the 
sea. In addition, in 2019, the Company paid the Israel Lands Authority approximately NIS 37 million 
in settlement of past debts and capitalization payments regulating the contracts with the Israel 
Lands Authority. The cost of the Land includes the cost of the above-mentioned debt paid as 
aforesaid, but does not include an estimate of the undertakings to remove the pollutants as 
required for development of the Land. At the reporting date, the Subsidiary, in partnership with a 
third party, is promoting a detailed urban construction plan for housing, hotels and employment, in 
accordance with an outline plan of Akko approved in 2017. 

After the balance sheet date, the Company began to review the option of selling the Akko asset. 

(C) Land in the Haifa Bay – sold after December 31, 2019 

On May 22, 2018, a transaction was completed for the sale of 100% of the shares in Gadot 
Biochemical Industries Ltd. (“Gadot”). Shortly before the agreement for this transaction, the 
Company acquired the land in the Haifa Bay on which the Gadot plant was located, and leased it to 
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Gadot for a period of up to 20 years. In March 2020, the Company sold the land to Gadot for 
approximately NIS 33 million. 

1.10.2. Power plants  

On December 29, 2019, a transaction was completed to sell the holdings of Delek Power Plants in 
the power plants in Ashkelon and Sorek to Delek Israel (Delek Power Plants and Delek Israel are 
both wholly owned by the Company). For further details regarding the power plants, see Section 
1.9.2(e) above. 

1.10.3. Mehadrin Ltd.  

The Company holds 18.55% of the shares of Mehadrin Ltd. (“Mehadrin”), a public company whose 
shares have been listed on the Israeli Stock Exchange since September 18, 2019, when the 
Phoenix distributed its holdings in Mehadrin shares as a dividend in kind to its shareholders (as a 
result of which the Company received ownership of 14.51% of the share capital of Mehadrin). At 
the same time, the Company acquired Mehadrin shares outside the Stock Exchange which 
constitute 4.04% of Mehadrin’s share capital. 

Most of Mehadrin’s operations are concentrated in the agricultural sector, including orchard 
management and fruit processing, packaging and marketing of fruits for domestic and overseas 
networks. Additional areas of operations include the holding of a number of profitable assets for 
leasing, the supply of cooling storage systems, the water industry where Mehadrin supplies water 
for irrigation (to its orchards and those of external customers), and it provides Mekorot with drinking 
water pumping services. 

The Company handles its investment in Mehadrin as a financial asset measured at fair value 
through other comprehensive income, and the balance of the investment at December 31, 2019 
totaled NIS NIS 85 million. 

1.10.4. Water desalination – this operation was discontinued after December 31, 2019 

(A) Until March 25, 2020, the Company held 20% of IDE shares. IDE operates in the water 
desalination field in Israel and other countries in the world. IDE and its subsidiaries are engaged in 
the initiation, design, construction, supervision, operation and sale of water desalination facilities. 
IDE also engages in activities related to desalination, among them the design and supply of 
industrial evaporators and wastewater treatment systems, industrial cooling systems and snow and 
ice production machines. IDE also provides services and sells equipment and chemicals to various 
desalination facilities. 

(B) On March 25, 2020, a transaction was completed to sell the balance of the Company's holdings 
(through Delek Infrastructures) amounting to 20% of IDE’s share capital, in consideration for a cash 
payment of NIS 164 million. For further details, see immediate reports dated March 16, 2020 and 
March 26, 2020 (reference numbers: 2020-01-025203 and 2020-01-030114, respectively). 
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 Discontinued Operations 

1.11.1. Insurance and Finance Segment 

(A) Until November 2019, the Group operated in the insurance and finance segment which included 
operations in all areas of insurance and long-term savings and finance in Israel, all by means of its 
holdings of 30% of the share capital of The Phoenix Holdings Ltd. ("The Phoenix"). 

(B) Following the entering into effect of the Market Concentration Law, which determined, inter alia, 
that it is mandatory to separate between the holdings in real significant activities and the holdings 
in significant financial activities, within a period of six years from the date of publication of the 
Concentration Law, that is, by December 2019, the Company acted to realize all its holdings in The 
Phoenix. For further details regarding restrictions and supervision of the Group’s operations by 
virtue of the Concentration Law, see Section 1.19.1 below. 

For details of the accounting treatment of the investment in The Phoenix shares, see Note 10E to 
the financial statements. 

(C) In August and September 2018, the Company sold 16.09% of the shares of The Phoenix as 
follows: 

(1) 1.39% of The Phoenix shares were sold by the Company in stock exchange trading.  

(2) It sold 14.7% of the shares of The Phoenix to third parties in three transactions with bank 
institutions while engaging in swap transactions with those bank institutions. In each of the 
agreements, the Company and the bank institution will perform an accounting, by the date set out 
in the agreement, in tranches to be determined, of the difference between the sale price of the 
shares sold to the third party, as described above, and the value of the sold shares as they will be 
on the accounting date (which will be determined based on the price at which they will be sold on 
that date by the third party, adjusted for dividends). Below are details of the transactions: 

Transaction date 
No. of shares in 

transaction  
Share price 

Total 
consideration 

Last date for 
accounting 

August 30, 2018 12,500,000 (4.9% of The 
Phoenix shares) 

NIS 20.25 NIS 253 million  End of 24-month period 

September 2, 2018 12,500,000 (4.9% of The 
Phoenix shares) 

NIS 20.45 NIS 256 million  End of 21-month period 

September 5, 2018 12,500,000 (4.9% of The 
Phoenix shares) 

NIS 21.03 NIS 263 million  End of 36-month period 

 

For additional details, see the Company’s Immediate Reports dated August 30, 2018, September 
2, 2018, September 5, 2018 (reference nos. 2018-01-082650, 2018-01-083754 and 2018-01-
085113 respectively), details of which are included by way of reference. 

On September 5, 2019, the date of completion of the first swap transaction, the Company re-
acquired 6,250,000 The Phoenix shares from the swap transaction. These shares had been sold 
as part of the sale of the controlling core of The Phoenix [see Section (d) below]. Moreover, in 
December 2019, at the Company's request, there was an early repayment of an additional swap 
transaction, in which 6,250,000 The Phoenix shares were sold to third parties. In April 2020, at the 
Company's request, there was an early repayment of two additional swap transactions, in which 
12,500,000 The Phoenix shares were sold to third parties. After closure of these transactions, the 
Company still had two further swap transactions for The Phoenix shares, each for 6,250,000 
shares (which together constituted 5% of the share capital of The Phoenix). 

For the swap transactions, the Company granted pledged deposits to the banks, as is customary in 
this type of transaction, which the Company undertook to increase in the event of a fall in the value 
of The Phoenix shares, above the threshold determined in the agreement. The balance of the 
pledged deposits at December 31, 2019 and shortly before approval of the financial statements is 
NIS 116 million and NIS 123 million, respectively. Moreover, shortly before the date of approval of 
the financial statements, 10,908,317 Delek Drilling participation units worth NIS 50 million were 
pledged. 

(D) On November 3, 2019, a transaction was completed in which the Company sold 32.5% of The 
Phoenix share capital to Belenus Lux S.a.r.l., a company controlled by the Centerbridge fund and 
the Gallatin Point Capital fund (the “Buyer”). On the date on which the agreement was signed, the 
Company held 30% of The Phoenix share capital which constitutes the core of its holding, and 
following its undertaking to arrange for the Buyer the acquisition of an additional 2.5% of the issued 
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capital of The Phoenix under the same conditions, the Company acquired an additional 2.5% of 
The Phoenix share capital, as described above. At the completion date, the consideration in the 
transaction amounted to NIS 1.57 billion (after adjustments for dividends distributed by The 
Phoenix by the completion date). Of this sum, NIS 1.335 billion was received in cash on the 
completion date, and the balance of NIS 235 billion was granted by the Company to the Buyer as a 
loan (“the Seller Loan”).  

The agreement determined additional adjustments to the sale price which include interest paid for a 
particular period prior to the completion date and an adjustment in The Phoenix profits prior to the 
completion date. Furthermore, an adjustment was made to the Buyer’s yield indices during the 
period of investment in The Phoenix which could result in an increase of up to NIS 866 million or a 
reduction of up to NIS 196 million in the total consideration received by the Company. An 
adjustment was also made (reduction in the price of the consideration) for a rise in the value of The 
Phoenix shares. After the balance sheet date, in accordance with the adjustment mechanism 
determined in the agreement, the Buyer paid an additional NIS 2 million. 

Part of the consideration paid by the Buyer in cash to the Company was financed by a senior loan 
provided by financial institutions, in the sum of NIS 548 million (in this section: “the Senior Loan”). 
The Company signed an agreement with the financial institutions for the Senior Loan, including an 
undertaking to make certain payments, if they are not paid by the Buyer, subject to certain 
conditions set out in the agreement, inter alia, (a) To pay the interest for the Senior Loan if the 
Buyer is unable to pay (in such an event, this sum will be added to the capital of the Seller Loan]; 
(b) to pay certain commissions, including early repayment commissions relating to the Senior Loan; 
(c) to guarantee some of the Buyer’s undertakings and to deposit certain securities, and under the 
conditions set out in the deed of undertaking, to deposit additional securities; and (d) to pledge 
financial deposits to secure the above undertaking, in an initial sum of NIS 70 million. The sums 
which the Company is required to place in pledged deposits and the deposit dates are defined in 
the agreement. These sums could rise to a maximum sum of 50% of the sum of the Senior Loan 
(plus the sum deposited in the fund to guarantee the interest of the Senior Loan, in the event of 
occurrences defined in the agreement, which include: 1. Under certain financial conditions defined 
in the agreement; among them: (a) the leverage ratio (as this term is defined in the agreement) of 
The Phoenix Holdings exceeds 22.5%; and (b) the net debt (as this term is defined in the 
agreement) of The Phoenix Holdings exceeds NIS 1,800,000; 2. A drop in the credit rating of The 
Phoenix Holdings Ltd. (below a BBB+ rating); 3. A material debt of the Company (as this term is 
defined in the agreement) is called in owing to a breach event; 4. The Company is in breach of its 
undertaking to pay a debt of at least NIS 25 million for a material debt; and 5. A drop in the 
Company's credit rating which constitutes a breach event relating to a material debt. If the 
Company breaches its undertaking to deposit the requisite amounts and in the event of a breach of 
a representation in connection with the financial statements of The Phoenix, the maximum amount 
which can be required as a deposit may rise to 100% of the sum of the Senior Loan, and in that 
case the Company will have the right to demand that the senior debt be assigned to it, subject to 
certain conditions. 

The Senior Loan and the Seller Loan are for an initial period of five years, with two extension 
options of one year each, subject to compliance with certain conditions. 

The Seller Loan bears interest at a rate which will result in the total interest to be paid by the Buyer 
for the above two loans together amounting to 4% annually in the first five years, 7% annually in 
the sixth, and 8% annually in the seventh. This means that in the first five years, the interest of the 
Seller Loan is lower than the rate mentioned above (calculated on a weighted average basis, in 
accordance with the ratio between the amounts of the capital of each of the loans from time to 
time). During each of the sixth and seventh years, the interest of the Seller Loan is likely to be 7% 
and 8%, respectively, or less than that, in accordance with the principles set out in the agreements. 

In the loan period, the interest and capital of the Senior Loan and of the Seller Loan will be repaid 
by the Buyer from dividend receipts from The Phoenix, in consideration of the sale of The Phoenix 
shares by the Buyer and indemnities (if any) and price adjustments which the Company undertook 
to pay to the Buyer under certain conditions (if any, as described above, in the loan period). The 
agreements stipulated provisions anchoring the subordination of the Seller Loan to the Senior 
Loan, including in relation to the repayment schedule for the loans which depend, inter alia, on the 
source of the funds used for the repayment. As a rule, the Borrower is required to repay substantial 
amounts from the capital of the Senior Loan before it is permitted or obliged to repay sums for the 
capital of the Seller Loan. The Seller Loan agreement also stipulated, inter alia, undertakings of the 
Buyer, certain events requiring mandatory early repayment by the Buyer (subject to the above-
mentioned subordination provisions) as well as breach events defined in the agreement. 
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To guarantee its undertakings, the Buyer undertook, subject to receipt of the requisite regulatory 
approvals, to make a second-tier pledge (subject to the Senior Loan), inter alia, on The Phoenix 
shares it had acquired. 

The relationship between the Company and the entities financing the Senior Loan is also governed 
by an agreement between the financing entities. This agreement regulates, inter alia, the 
subordination of the Seller Loan to the Senior Loan and the restrictions on realization of the 
Company's rights (including in the event of a breach) vis-à-vis the lender as long as the Senior 
Loan remains unpaid. 

For details of the accounting treatment, see Note 10E to the Company's financial statements. 

(E) At the report publication date, as published by Competition Authority on February 16, 2020274, the 
Company is in compliance with the separation obligation determined by the Concentration Law in 
the matter of separation between significant real corporations and significant financial corporations, 
and the Company's subsidiaries do not hold another tier company. 

1.11.2. Delek Automotive  

(A) Until December 2019, the group operated in the Delek Automotive segment which included a 
holding of 22.5% of the share capital of Delek Automotive which imports, distributes and sells 
Mazda, Ford and BMW vehicles, accessories and spare parts and provides garage services in 
Israel. Delek Automotive also operates in areas of environmental protection, water desalination and 
energy. 

(B) Since the Company's financial statements for the first quarter of 2019, the Delek Automotive 
segment has ceased to be a reporting entity, in accordance with the quantitative restrictions laid 
out in IFRS 8, inter alia, given the operations of Delek Automotive and the investment in them. 
Consequently, its results in the financial statements have been presented in other segments. 

(C) In December 2019, the Company sold all its holdings in Delek Automotive, outside the Stock 
Exchange, as follows: 

(1) On December 8, 2019 the Company sold 7% of the share capital of Delek Automotive to the 
controlling shareholder in Delek Automotive, Mr. Gil Agmon, in consideration of NIS 135 million 
(NIS 19.27 per share); 

(2) On December 11, 2019, the sale of 14.99% of Delek Automotive’s share capital to third parties was 
completed at a share price identical to that in the transaction described in paragraph (1) above, in 
consideration of a total of NIS 269 million. 

(D) Following the sale of the Company's holdings in Delek Automotive and in accordance with the 
accepted accounting rules, in the annual financial statements of 2019, Delek Automotive is 
presented in the financial statements as a discontinued operation. For further details, see Note 10G 
to the financial statements. 

 

274 Announcement of the Competition Authority on February 16, 2020: 
https://www.gov.il/he/departments/news/realcorporations  

https://www.gov.il/he/departments/news/realcorporations
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Part Four – Matters Pertaining to the Group as a Whole 

 Property, plant and equipment and investment property 

For a description of the Company’s fixed assets and investment property, see section 1.10.1 of the 
Company's Other Operations, above. 

 Human resources 

1.13.1. Organizational structure 

The Group's executive officers and other administrative staff are also involved in the management 
of some of the companies held by the Company and which are considered to be part of the 
Company's headquarter companies. (For a flowchart illustrating the structure of holdings of the 
Group and definition of its Staff Companies, see section 1.1 above).  

The description in the sections concerning the Company's entire operations refers to the Company 
and its Staff Companies (100%) as a single entity. 

1.13.2. Employee headcount  

The Company employs a staff (including service providers) of 30, of whom six are executive 
officers and the rest are head office and administration employees.  

1.13.3. Officers and executive management employees in the Group 

The officers and executive management employees are employed under personal contracts. The 
officers are eligible for insurance, waiver and indemnification in respect of activities performed in 
their official capacity. 

For further information pertaining to remuneration of senior officers in the Group pursuant to 
Regulation 21 in the Periodic and Immediate Reports Regulations, including information relating to 
the revised officers’ compensations policies, see Chapter D to the Periodic Report. 

On January 1, 2020 Mr. Idan Wallace as CEO of the Company, replacing Mr. Asi Bartfeld who 
served as the Company’s CEO until December 31, 2019. For further information concerning the 
executive officers, see Regulation 26 in Chapter D to the Periodic Report.   

 Operating Capital and its Composition 

The Company's working capital consists of the Company's current assets, including cash of 
deposits in banks and investments in securities. On the other hand, the Group has current loans 
with regard to its obligations to banks and debenture holders which are due for repayment as of the 
coming year. 

As at December 31, 2019, the Company (separate) has a working capital deficit of NIS 560 million, 
and the Group (consolidated) has a working capital deficit of NIS 3,074 million. For further 
information, see Note 1C to the financial statements. 
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 Financial assets  

Breakdown of the liquid balances of the Company and its wholly owned subsidiaries, as of 
December 31, 2019:  

 

At 

December 31, 2019 

(NIS millions) 

Close to  

approval of the Report 

(NIS millions) 

Cash and deposits* 947 206 

Securities portfolio 302 205 

Total 1,249 411 

* The cash and deposits are in held in Israeli and in foreign banks. 

 

For further information regarding investments in securities and with regard to financial assets, see 
Notes 4 and 9 to the Financial Statements. 

 Financing  

For the Group’s ongoing operations loans are taken and guarantees are given by the Company 
and the Staff Companies. The procedure is that material transactions executed by the Staff 
Companies are not only approved within these companies, but are also submitted for approval by 
the Company's Board of Directors.  

Information concerning the credit facilities and loans received by the Company and its Staff 
Companies appear in this section 1.16. For further information concerning the credit facilities and 

loans provided to Delek Drilling, Ithaca and Delek Israel, see the sections on financing in the 
description of the operating segments, in sections 1.7.23, 1.8.19 and 1.9.15, above.  

In addition, for further information concerning the Group's financing sources see Notes 1 and 10 to 
the Financial Statements. 

1.16.1. Breakdown of the average interest rate on loans from bank and non-bank sources effective during 
the reporting period and which are not designated for specific use:  

 

Short-term loans Long-term loans 

Average 
interest 

rate 

Effective 
Interest 

rate 

Average 
interest 

rate 

Effective 
Interest 

rate 

Banking 
sources 

Unlinked NIS credit at variable 
interest 

3% 3.1% - - 

USD linked credit 4.7% 4.8% 7% 7.2% 

Euro linked credit 2% - 4% 4.1% 

Non-
banking 
sources 

Unlinked NIS credit - - 4.1% 4.2% 

Linked NIS credit 
Members - - 2.96% 3.1% 

Debentures - - 5.1% 5.2% 
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1.16.2. Credit facilities, loans and debentures  

As presented in the tables below, the Company, Delek Energy and the Company’s wholly owned 
foreign subsidiaries, indirectly held by Ithaca Energy Limited, have received loans and credit 
facilities from foreign and local banks, which are secured by various collateral and include, among 
other things, contingent conditions regarding the prices of the securities of the Company and/or its 
investees, including the participating units of Delek Drilling (the “Participating Units”) and/or of 
corporations in the energy sector as well as contingent conditions regarding various indices. 

The Company and its Staff Companies work regularly with the various banks and in the ordinary 
course of business, and from time to time changes are made in the scope of withdrawals and the 
scope of the collateral on the foregoing loans and credit facilities as well as in the other terms of the 
agreement.  

Against the backdrop of the extreme drops in recent weeks (subsequent to balance sheet date) in 
prices of securities of the Company and of its investees, in part due to the Covid-19 crisis, and the 
extreme volatility in the value of marketable collateral provided to the various banks, during this 
period the stock prices and benchmark indices also declined, and as a result the required financial 
ratios or other conditions set out in the financing agreements, were not met. As a result, the 
Company and its Staff Companies repaid the principal amounts of the loans and added collateral in 
order to meet the required criteria and/or with the aim of preventing them from being called for 
immediate repayment and collateral being exercised.  

Under the terms and conditions of the credit facility and loan agreements, failure to comply with 
financial covenants and other terms set out in the financing agreements may give Lenders the right 
to demand addition of cash (which could be used to repay the principal of some loans) and/or 
supplementary collateral and/or immediate repayment of the loans and exercise of the collateral 
provided to secure them. The Company and its Staff Companies are conducting talks with the 
banks with regard to the foregoing. As at date of approval of the Report, some of the banks have 
informed that they will retain their rights under the financing agreements, but as described below, 
other than with regard to credit facility 4 in the table in subsection (a) below and the paid up loan 
described in subsection (c) below, neither the Company nor its Staff Companies received any 
notice regarding cancellation of credit facilities or calling for immediate repayment of the debt or of 
intent to immediately exercise the collateral pledged to secure the loans. For further information 
concerning the debentures issued by the Company, see subsection (e) below.  

As at the date of approval of the Report, the Company is holding talks with the trustees and 
representatives of the debenture holders and with the banks that provided the Company and its 
Staff Companies with credit facilities and loans with the view of reaching a comprehensive plan for 
reinforcing the collateral and repayment of the debt, so as to avoid the need for legal action, 
including calling for the immediate repayment of the debt and/or exercise of the collateral. 
According to the principles of the plan adopted by the Company and suggested to the banks and 
debenture holders, the consideration from the sale of its holdings in Delek Israel (in whole or in 
part), which should take place in the coming quarter, will be used to repay the debts of the 
Company and Delek Energy to the banks (pro rata). In this way, the banks will release the 
Participating Units pledged in their favor. The plan further proposes that, in the interim, until the 
sale, the Company will directly and indirectly pledge the shares of  Delek Israel in favor of the 
financing banks of the companies, pro rata according to each loan agreement with the companies 
replacing the need to supplement collateral, also if the value of the collateral provided to the banks 
is impaired. The plan further proposes pledging the overriding royalties from the Leviathan 
reservoir to the debenture holders, without prejudicing the Company's right to receive loans against 
a lien on these royalties, provided that the loan money will be used for payments to the debenture 
holders, including early redemption (without early redemption fines). It also proposes that, after 
repayment of the bank debts and release of the existing lien on the Participating Units in their favor, 
Participating Units will be pledged in favor of the debenture holders to the value of the amount 
repaid to the banks, and on that date the liens on Leviathan royalties can also be released, if any. 
Once the foregoing plan was sent, the Company's Board of Directors resolved to raise capital in an 
amount of NIS 300 million. Prior to the approval of the financial statements, the Board of Directors 
further resolved with regard to raising capital, that the Company will raise capital in an amount of 
NIS 400 million in cash (i.e. an addition of NIS 100 million) during 2020.  

As at date of approval of the Financial Statements Banks the agreement of the banks and 
debenture holders with regard to this plan has not yet been received. 
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(A) Credit facilities  

As at December 31, 2019 and close to date of approval of the Report, the Company and Delek 
Energy have credit facilities from Israeli banks and a foreign bank total an amount of NIS 1 billion, 
which is secured by, among other things, the Participating Units. The following table and notes 
below the table set out information concerning such credit facilities that were in effect on December 
31, 2019 and close to the approval date of the Report (the “Credit Facilities”).  

The Credit Facilities that were provided to the Company and Delek Energy as set out in the table, 
are assessed from time to time and their terms and conditions are revised from time to time.  

As is standard practice in such financing transactions, all the agreements that were signed with 
regard to the Credit Facilities included grounds for immediate repayment in the occurrence of 
default events, subject to remedy periods and specific conditions that were specified in the 
agreements. Grounds for immediate repayment may be: failure to comply with financial covenants 
set out in the agreement, change of control, appointment of a liquidator or receiver, cross default 
events, substantial impairment of the Company's businesses, material structural changes, 
foreclosure of most of the Company’s assets, and others.  

In addition, all the foregoing agreements include provisions with regard to the payment of various 
fees relating to the provision of the Credit Facilities and their utilization, including fees for non-
utilization of a credit facility. 
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# 

Original date of 
receipt of credit 

facility 

Current 
maturity date of 

credit facility 
Maximum amount of 

credit facility 

Interest rate 
for credit 
facility at 

Dec 31, 2019 

Amount of the 
credit facility 

utilized at Dec 
31, 2019  

Amount of the credit 
facility utilized 
shortly before 

Report approval 
date  

Liens 

At Dec 31, 2019 
Close to Report 
approval date 

1 Mar 28, 2012 Dec 31, 2021 NIS 233 million  3.5% NIS 220 million NIS 220 million Pledge on 
29,000,000 
Participating Units; 

Pledge on 
3,406,165 Cohen 
Development 
shares; 

Pledge on 
39,930,000 
Participating Units; 

Cash deposit of NIS 

103.5 million 

2 Aug 8, 2012 Dec 31, 2020  NIS 175 million  3.5% NIS 170 million NIS 168 million  Pledge on 
47,000,000 
Participating Units; 

Pledge on 
81,000,000 
Participating Units;  

3 Sept 16, 2014 Jul 5, 2021 NIS 150 million  2.8% NIS 60 million NIS 30 million Pledge on 
27,815,789 

Participating Units;  

 

Pledge on 
28,050,911 

Participating Units;   

4* Mar 26, 2019 Jan 31, 2021  NIS 100 million  3.0% NIS 75 million NIS 100 million Pledge on 
40,000,000 
Participating Units; 

Company's 
guarantee for credit 
facility provided to 
Delek Energy; 

Pledge on 
67,350,000 
Participating Units; 

Company's 
guarantee for credit 
facility provided to 
Delek Energy; 

5 Jun 9, 2016 Dec 31, 2020 USD 40 million  5.2% USD 40 million USD 40 million Pledge on 
50,000,000 
Participating Units;  

Pledge on 
80,119,547 
Participating Units;  

6 Jun 26, 2016 Jan 26, 2021 USD 75 million  4.2% USD 75 million USD 75 million Pledge on 
81,000,000 
Participating Units;  

Pledge on 
149,958,668 
Participating Units; 

_________________ 

* Credit Facility 4 in the table, was provided to Delek Energy. In addition to this credit, the foregoing bank also provided the Company a credit facility in the amount of NIS 75 

million, which was fully paid up in January 2020. For information concerning the restrictions applicable to the Company with respect to this credit facility see section 1.16.5(A) 

below. 
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Notes and additional information concerning the Credit Facilities 

Below is further information concerning the Credit Facilities specified in the above table and with 
regard to the financial criteria set in the financing terms.  

(1) Credit facility 1 

A. Financial criteria: The terms and conditions of the credit facility include undertakings that the ratio 
between the debt as it may be from time to time and the aggregate market value of the collateral, 
as defined in the agreement, will not exceed 0.7 (below in this section: the “Required Ratio”). As at 
December 31, 2019 this ratio was 0.45 and close to the date of approval of the Report this ratio 
was 0.66.  

B. Additional information:  

 In March 2020, in view of the extreme declines in the rate of the Participating Units, and in order to 
keep the foregoing criterion at bay, an additional 10,930,000 Participating Units were pledged in 
favor of the bank. However, in the latter half of March 2020, for the first time the Required Ratio 
was not met.  

 On April 19, 2020 the Company sold its entire holdings of Cohen Development shares that were 
pledged to the bank, in return for NIS 207 million. In this regard, the parties signed an amendment 
to the financing agreement under which half of the amount of the Company's proceeds (NIS 103.5 
million) was transferred to the Company and the remaining half was pledged in favor of the bank, 
replacing the pledge on Cohen Development shares. The Company has undertaken to the bank 
that the amount of the consideration released to the Company will be used by the Company for its 
ongoing needs and will not be used to make early repayment to any creditor or any third party, nor 
to reinforce the collateral for any creditor or third party.  

 As at date of approval of the Report, the Company has not received notice from the bank 
concerning the cancellation of the credit facility or demand for immediate repayment of the debt.  

(2) Credit facility 2 

A. Financial criteria: The terms and conditions of the credit facility include an undertaking that the ratio 
between the market value of the collateral, based on an aggregate calculation set out in the 
agreement, and the utilized credit will not fall below 2.5 (below in this section: the “Required 
Ratio”), and if on any trading day this ratio drops to below 2.3, supplementary collateral will be 
required for the Required Ratio. As at December 31, 2019 this ratio was 2.3 and close to the date 
of approval of the Report this ratio was 1.8.   

B. Additional information:  

 At the beginning of March 2020, the Company increased its utilization of the credit facility by NIS 
43 million and at the same time pledged in favor of the bank an additional 34 million Participating 
Units in order to meet the Required Ratio after the facility was increased. At that time, the Required 
Ratio was met. 

 Due to the sharp drop in the rate of the Participating Units in March 2020, towards the end of 
March 2020, the Required Ratio was not met for the first time. 

 As at date of approval of the Report, the Company has not received notice from the bank 
concerning the cancellation of the credit facility or demand for immediate repayment of the debt.  

(3) Credit facility 3 

The terms and conditions of the credit facility include an undertaking that the ratio between the 
market value of the collateral and the utilized credit will not fall below 1.9. As at December 31, 2019 
this ratio was 4 and close to the date of approval of the Report this ratio was 3.9. In the period 
between these dates, the required ratio was met. 

Pursuant to the credit facility papers, the Company undertook, among other things, to diversify the 
types of securities used as collateral, however in view of the sale of part of the Company’s holdings 
in the securities sues as collateral, such diversification did not occur and only Participating Units 
were pledged in favor of the bank.  
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(4) Credit facility 4 

A. Financial criteria and other undertakings towards the bank:  

The terms and conditions of the credit facility (provided to Delek Energy) include undertakings that 
the ratio between the market value of the collateral, based on an aggregate calculation as set out in 
the agreement, and the utilized credit facility, will not fall below 1.85 and that in the event that this 
ratio falls below 1.85, additional collateral will be provided to the bank that will bring this ratio to 2.5 
(below in this section: the “Required Ratio”). As at December 31, 2019 this ratio was 4.4 and close 
to the date of approval of the Report this ratio was 3. 

B. Additional information:  

 At the beginning of March 2020, Delek Energy increased its utilization of the credit facility to an 
amount of NIS 100 million (an addition of NIS 25 million) and pledged in favor of this increase, an 
additional 8 million Participating Units. At that time, the Required Ratio was met. 

 In March 2020, due to the sharp drop in the rate of the Participating Units, Delek Energy added 
collateral and pledged in favor of the bank an additional 9,750,000 Participating Units.  

 At the end of March 2020, for the first time, the Required Ratio was not met and on March 31, 
2020, the bank informed the Company and Delek Energy that it is canceling the credit facility, 
placing the debt for immediate repayment and that it intends to exercise the collateral and sell the 
pledged Participating Units (see the immediate report dated April 1, 2020, Ref. No.: 2020-01-
034704).  

 According to another letter that the bank sent to the Company and Delek Energy, dated March 31, 
2020 (which, at the demand of the bank, the Company signed), the bank agreed to suspend the 
collateral exercise proceedings until April 30, 2020, subject to certain conditions, including: (1) 
placing an immediate charge on additional Participating Units in favor of the bank, in an amount 
required to supplement the collateral ratio as set in the agreement to 2; and (2) placing a charge on 
11% of the share capital of Delek Israel until April 30, 2020, and (3) undertaking that no default 
event or circumstance giving the bank the right to immediate repayment will occur. Pursuant to the 
bank’s demand, Delek Energy pledged additional Participating Units in favor of the bank, so that at 
Reporting Date, a total of 67,350,000 Participating Units are pledged in favor of the bank, 
constituting 5.7% of the issued capital of the Participating Units, the market value of which at date 
of approval of the Report is considerably higher than the balance of the debt to the bank. A dispute 
has arisen between the Company and the bank with regard to the lien on Delek Israel shares and 
the conditions that the bank demands for suspending the exercise of the Participation Units it 
holds. The Company's position is that the lien on Delek Israel shares in favor of the bank should 
have been recorded as part of the plan that the Company is working on with the other banks that 
the Group has debts with and that under the circumstances (and among others) considering its 
compliance with the collateral ratio, the bank is not entitled to exercise the pledged Participating 
Units.275 From the talks and correspondence between the Company and the bank, it appears that 
the bank does not agree and is of the opinion that the Company has consented that the Bank is 
entitled to exercise the Participating Units pledged in its favor in the event that the lien on Delek 
Israel shares will not be registered by April 30, 2020. 

As at April 30, 2020, the Company has not managed to reach agreement with the bank that will 
ensure that it will not exercise the pledged Participating Units. Therefore, on April 30, 2020, a 
petition was filed for a provisional injunction ordering the bank to refrain from exercising the 
Participating Units pledged in its favor, in any way, and on the same date, such injunction was 
granted, ex parte. An inter partes hearing on the petition was scheduled for May 10, 2020 and in 
view of a motion filed by the bank with the court to bring this hearing forward, shortly prior to 
publication of the Report, the hearing was rescheduled for May 5, 2020. 

(5) Credit facility 5 

A. Financial criteria: The terms and conditions of the credit facility provided to Delek Energy include 
an undertaking that the ratio between the market value of the collateral, based on an aggregate 
calculation set out in the agreement, and the utilized credit will not fall below 3 (below in this 

 

275  According to the plan that the Company is working to formulate, each bank will be entitled to a share of Delek Israel 
shares pro rata to its its share of the bank debt, and against the lien, the banks will agree not to exercise the 
Participating Units pledged in their favor, for a certain period. The bank’s pro rata share of the relevant bank debt is 
9%, while the bank's terms were for a pledge of 11%, of the issued share capital of Delek Israel. 
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section: the “Required Ratio”), and if on any trading day this ratio drops to below 2.5, 
supplementary collateral will be required for the Required Ratio. As at December 31, 2019 this ratio 
was 3 and close to the date of approval of the Report this ratio was 2.25.   

B. Additional information:  

 At the beginning of March 2020, the Company increased its utilization of the credit facility by NIS 
30 million, and with regard to this increase it pledged in favor of the bank an additional 30,119,547 
million Participating Units. At that time, the Required Ratio was met. 

 Due to the sharp drop in the rate of the Participating Units in March 2020, at the beginning of April, 
2020, the Required Ratio was not met for the first time. 

 As at date of approval of the Report, the Company has not received notice from the bank 
concerning the cancellation of the credit facility or demand for immediate repayment of the debt.  

(6) Credit facility 6 

The credit facility was provided by the bank to the Company (USD 35 million) and to Delek Energy 
(USD 40 million). Under the terms and conditions of the credit facility, the Company is guarantor for 
Delek Energy’s liabilities. 

A. Financial criteria: The terms and conditions of the credit facility (provided to the Company and to 
Delek Energy) stipulates, among others, the following undertakings: 

 If the utilized credit facility to value of collateral ratio (below in this section: the “Debt to Collateral 
Ratio”) exceeds 50% (the “First Collateral Ratio”) supplementary collateral is required so that this 
ratio will not exceed 40%, and thereafter, if the value of the collateral decreases again, additional 
supplementary collateral will be required if the foregoing ratio exceeds 44.4% (the “Second 
Collateral Ratio”). As at December 31, 2019, the debt to collateral ratio with regard to Delek Energy 
was 36% and with regard to Delek Group, 37%. Close to date of approval of the Report and as set 
out below, Delek Energy provided collateral that is also used to secure Delek Group's credit facility 
and the foregoing ratio with regard to the total credit facility and total collateral is 39%. 

 The net financial debt may not exceed 50% of the value of the Group’s assets. As at December 31, 
2019 and close to date of approval of the Report, this ratio is 45% and 60%, respectively. This ratio 
is tested at the end of each quarter. 

B. Additional information:  

 In February and the first half of March 2020, the Company and Delek Energy pledged 68,958,668 
additional Participating Units in favor of the bank in order to comply with the required collateral 
ratios in both credit facilities. In the second week of March 2020, due to the sharp drop in the rate 
of the Participating Units, for the first time the required Debt to Collateral Ratio was not met. 

 On March 12, 2020, the Company received notice from the bank that it was retaining its rights due 
to failure to comply with the Second Collateral Ratio on March 9, 2020. The letter contained an 
understanding with regarding to supplementing the collateral and measures for revising the 
structure of the loan, however as at date of approval of the Report, a new agreement or 
amendment to the existing agreements is yet to be signed.  

(7) For the sake of convenience, the table below presents a breakdown of the balance of the 
Participating Units pledged in favor of the banks as set out above and the unencumbered 
Participating Units held by the Group, close to the date of approval of the Financial Statements: 

Participating Units, pledged as set out above  446,409,126 

Participating Units pledged to banks as collateral for swap transactions 10,908,313 

Total pledged Participating Units 457,317,439 

Unencumbered Participating Units - Delek Energy (including indirectly held 
through Avner Ltd.) 

118,495,620 

Unencumbered Participating Units - Delek Drilling Management  65,844,949 

Total unencumbered Participating Units 184,340,569 

Total Participating Units held by the Group 641,658,008 
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(B) Loans 

As at December 31, 2019 and close to the date of approval of the Report, the Company and its 
Staff Companies had loans from banks and financial institutions in a total amount of NIS1.5 billion 
and NIS 0.9 billion, respectively. These loans are used by the Group to finance its ongoing 
operations. The following table and notes below the table set out information concerning such 
loans that were in effect on December 31, 2019 and close to the approval date of the Report "the 
Loans").  

As is standard practice in such financing transactions, all the agreements that were signed with 
regard to the Loans, included grounds for immediate repayment in the occurrence of default 
events, subject to remedy periods and specific conditions that were specified in the agreements. 
Grounds for immediate repayment may be: failure to comply with financial covenants set out in the 
agreement, extraordinary events, change of control, appointment of a liquidator or receiver, events 
of default, cross default events, downgrading of ratings, substantial impairment of the Company's 
businesses, going concern caveat in the Financial Statements, etc.  
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# Borrower Lender 
Loan 

received on 

Original 
amount of 

Loan 

Loan principal 
balance close 

to Report 
approval date 

Principal maturity 
dates Interest and linkage Collateral  

1 DKL Energy   Foreign bank Nov 4, 2019 USD 200 
million  

USD 157 
million  

USD 50 million - in 
November 2020; 

USD 50 million - in 
February 2021; 

Balance - in November 
2021 or in the event 
that Ithaca is listed on 
the London Stock 
Exchange, on the 
earlier date; 

Three-month LIBOR + 
6.5% margin with step 
up of 0.50% after 12 
and 15 months from 
date of receipt of the 
loan. Interest is paid 
every 3 months from 
the date of receipt of 
the loan. 

51% of the shares of 
DNSL, the parent 
company (100%) of 
Ithaca; 

100% of Ithaca shares; 

Guarantees of the 
Company on accrued 
and unpaid interest, on 
the first margin call and 
certain events of default 
(mainly distributions or 
inter-company 
transactions prohibited 
under the agreement). 

2 DKL Investments  Foreign bank Aug 20, 2019 EUR 50 million 
.   

EUR 50 million 
. 

The loan is until June 
30, 2021 with DKL 
Investments Limited 
option to extend the 
loan until June 20, 
2022. 

Eurobor + 4% margin  

Interest is paid every 
three months as of 
date of receipt of the 

loan. 

The Company and Delek 
Energy have provided 
guarantees for DKL 
Investments liabilities to 
the Lender. 

3 The Company Israeli 
financial 
institute 

Jul 21, 2016 NIS 160 
million  

NIS 127 million  

 
The loan is repayable 
in 21 six-monthly 
installments from June 
30, 2017 through June 

30, 2027.  

Interest of 2.96% 
linked to the CPI.  

Lien on the land rights 
and other rights in the 
office building in 
Herzliya. 
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Notes and additional information concerning the Loans 

Below is further information concerning the Loans specified in the above table and with regard to 
the financial criteria set in their terms.  

(1) Loan No. 1 

A. Undertakings, financial criteria and grounds for immediate repayment:  

 The agreement set out margin call events, according to which the Borrower is required to deposit 
cash in the event of a 20% impairment of benchmark companies similar to Ithaca (as defined in the 
agreement - “Benchmark Companies”) or decline of 20% in the FTSE100 index, the Borrower will 
be required to deposit cash to the value of the decline as defined in the agreement.  

 The loan stipulates commitments to comply with financial covenants, according to which the ratio of 
total net debt to net profit before taxes and financing, net of depreciation and amortization and net 
of appraisal and exploration expenses (EBITDAX) does not exceed 2.5. Testing of this ratio is 
required as of Ithaca’s 2019 reports. Based on Ithaca’s financial statements for 2019, the Borrower 
is in compliance with this financial criterion.  

 The agreement provides that in the event of a downgrade of the rating of the State of Israel to 
below A+ or in the event of a downgrade of the Company’s rating to below A (by S&P Maalot), the 
Borrower would be required to immediately repay half of the Loan principal (USD 100 million) and 
that in the event of a downgrade of the rating of the State of Israel to below BBB+ or a downgrade 
of the rating for the Company's debentures to below ilBBB- or in the event that they are no longer 
rated by S&P Maalot, the Lender will have grounds for immediate repayment of the entire Loan.   

 The agreement provides that the Lender is entitled to demand immediate repayment of the Loan in 
the occurrence of additional events, inter alia, in the event of change of control, nationalization, 
insolvency, 50% impairment of similar Benchmark Companies or 50% decline in the FTSE100 
index or 50% decline in the Company's share price. It also provides that the right to demand 
immediate repayment in the occurrence of a cross default event in the entire Borrower group. 

 The agreement further provides restrictions according to which any dividend that will be paid in the 
Ithaca Group companies will first be used to repay the Loan and the shareholders’ loans provided 
by the Company to the Ithaca Group companies will be subordinated. Other restrictions were also 
set, among others, with regard to limiting the amount of the existing debt.  

B. Additional information:  

 Towards the end of February 2020, following a decline of more than 20% in the value of the 
Benchmark Companies, a margin call event occurred, as set out in subsection 1.A(1). above, and 
in accordance with the terms of the agreement, the Borrower (DKL Energy) deposited in cash an 
amount of USD 43 million.  

 Further to the foregoing, in March 2020, a decline of more than 50% was recorded in the value of 
the Benchmark Companies, and in the Company's share price. Furthermore, at the beginning of 
April 2020, S&P Maalot downgraded the rating for the Company's debentures to ilBBB-. With 
regard to all the foregoing events, the Borrower received notice from the Lender according to which 
it is retaining its rights for partial and full early repayment of the Loan due to these events (as set 
out in subsection A above), but the Lender did not demand repayment of the loan.  

 On April 7, 2020, the parties signed an amendment to the agreement, according to which it was 
agreed, inter alia, that the amount of the foregoing cash deposit will be used for partial repayment 
of the loan principal, and that the Lender retains its rights and the remedy period in the event of a 
rating downgrade was extended.  

(2) Loan No. 2 

A. The loan agreement includes, among other things, cross default events exceeding a minimum 
amount set in the agreement, including with regard to cross default of a debt of the Company or of 
Delek Energy, and undertakings that the net financial debt of the Company and its Staff 
Companies, will not exceed 50% of the total assets, as defined in the agreement. As at December 
31, 2019, this ratio was 45% and as at March 31, 2020 and close to date of approval of the Report, 
the ratio is 60%.   

B. The Borrow is conducting talks with the Lender regarding a revision of the terms of the Loan, 
including by way of providing collateral. As at date of approval of the Report, the Lender has given 
notice that it retains its rights with respect to the loan events.  
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(3) Loan No. 3 

A. The loan agreement includes, among other things, events of default with regard to failure to comply 
with minimum equity of NIS 2.4 billion for two consecutive quarters, with regard to a decline in the 
Company's separate equity out of the total balance sheet amount, for two consecutive quarters, to 
below 20%, for cross default, in the event that the Company’s financial statements contain a going 
concern caveat, change of control or downgrade of the rating for the Company’s debentures to 
below the “investment rating” as defined in the Supervision of Financial Services (Provident Funds) 
(Investment Rules Applicable to Institutional Investors) Regulations, 2012, etc. The agreement 
further provides that if at any time the rating for the Company's debentures are equivalent to or 
below BBB+ (Maalot) or Baa1 (Midroog), then the interest rate on the loan principal will increase by 
0.5% for the duration of such foregoing rating.  

B. In view of the fact that the rating for the Company's debentures were downgraded to below the 
rating set in the agreement, the interest rate was increased and the Company is negotiating with 
the Lender and the Lender retains its rights. 

(C) Loan from a foreign bank that was repaid in March 2020 

(1) As at December 31, 2019, Delek Energy had a loan in the amount of USD 150 million that was 
provided by a foreign bank on September 17, 2013. To secure this loan, Delek Energy registered a 
charge in favor of the foreign bank on 176,100,000 Participating Units. The loan agreement 
included, inter alia, an undertaking to maintain a certain ratio between the amount of the loan and 
the market value of the collateral, an undertaking to register a negative lien with respect to a certain 
percentage of the issued capital of the Participating Units (the “Negative Lien Condition”), as well 
as a provision according to which in the event of an extraordinary price fall of the price of the 
Participating Units, as defined in the agreement (“Extraordinary Price Fall”), the Lender will be 
entitled to review the terms and conditions of the loan and to suggest new terms to the Borrower, 
which it the Borrower fails to accept them, the Lender may call the loan for immediate repayment 
within a time span as set in the agreement.  

(2) Due to the drop in the price of the Participating Units, in February and at the beginning of March 
2020, pursuant to the loan agreement, Delek Energy repaid a major portion of the loan, so that the 
balance of the loan principal at the beginning of March 2020 amounted to USD 83 million.  

(3) Due to the further sharp declines in the price of the Participating Units at the beginning of March 
2020, an Extraordinary Price Fall event occurred, as defined in the agreement, and there was a 
negligible fall below the rate set in the Negative Lien condition. The parties conducted talks with 
regard to revising the loan terms and conditions and during this period the Company also lowered 
its debt by repaying an additional amount of USD 26 million in accordance with the margin call 
under the terms of the agreement, on March 10, 2020. As the parties failed to reach an agreement 
concerning a revision of the terms and conditions of the agreement, the bank gave notice to Delek 
Energy on March 14, 2020 that it was placing the balance of the loan, in the amount of USD 57 
million, for immediate repayment. That when, as aforesaid, 176,100.000 Participating Units were 
pledged in favor of the foreign bank, constituting 15% of the Partnership's Participating Units 
equity, the market value of which at that time was considerably higher than the balance of the debt.  

(4) On March 15, 2020, the foreign bank informed Delek Energy that it had engaged with a third party 
(the “Third Party”) in an agreement for the sale of 12% of the Participating Units capital in 
exchange for an amount equivalent to the loan balance, reflecting a value for the Participating Units 
significantly lower that their market value at that time, this subject to the lifting of an injunction 
issued by the court at the request of Delek Energy. Subsequently, Delek Energy engaged in an 
agreement with the Third Part, under which the Third Party completed the share acquisition 
transaction with the foreign bank and shortly thereafter sold 7% of the 12% of the Participating 
Units acquired, back to Delek Energy at a price equivalent to the price at which the shares were 
acquired with the addition of USD 2.5 million. The remaining shares pledged in favor of the bank 
(3% of the issued capital of the Participating Units) were released to Delek Energy. For further 
information see the immediate reports issued by the Company on this matter dated March 15, 2020 
(Ref. No: 2020-01-024360 and 2020-01-024777), and March 25, 2020 (Ref. No.: 2020-01-029466), 
where the information appearing therein is noted here by way of reference. 

(D) Conversion undertaking  

On December 18, 2019, DKL together with the Company signed an agreement with a financial 
institution with regard to an investment of USD 50 million in DKL with an automatic conversion 
mechanism, under certain conditions, into ordinary shares of the issuing company in the event of 
an IPO of Ithaca or its affiliate. For further information, see Note 19G to the financial statements. 
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(E) Debentures 

For further information concerning the Company's debentures, see section E in the Company's 
Board of Directors' Report. For further information concerning restrictions under debenture Series 
B31, B33 and B34, see section 1.16.5(B) below.   

1.16.3. Credit received between the date of the financial statements and their publication 

For further information regarding credit facilities that were extended subsequent to balance sheet 
date, see section 00 above. 

1.16.4. Variable interest credit  

Breakdown of variable interest credit received by the Company in 2019:  

Variation Mechanism Interest Range in 2019 
Interest Rates close to date of 

publication of the report 

Bank of Israel Interest + 2.2% - 3.2% 3% 

LIBOR+ - USD 2.75% - 6.5% 7% 

LIBOR+ - EUR 4% 4% 
 

 

1.16.5. Additional restrictions on the Company under the financing agreements 

(A) In addition to the undertakings and restriction set out above with regard to the Credit Facilities, 
Loans and the Company’s debentures, under the terms and conditions of the Credit Facilities and 
the Loans, among other things, additional key restrictions were placed on the Company, as follows:   

(1) With regard to a credit facility in the amount of NIS 100 million, that was fully paid up in January 
2020, the Company undertook as follows:  

A. The total cumulative amount of guarantees for securing the liabilities of the subsidiaries and third 
parties will not exceed NIS 1.5 billion.  

B. The ratio of assets to liabilities as defined between the Company and the bank will not fall below 
1.2. With respect to this ratio: (1) The value of the assets will include the share of the Company and 
of the Staff Companies (as defined in the agreement) (below in this section: the “Staff Companies") 
in the equity of investees (public companies - at market value; private companies - as presented in 
the financial statements) plus loans granted to the investees and plus cash and/or unencumbered 
cash equivalents and other financial assets of the Company and the Staff Companies. This ratio as 
of the balance sheet date is 1.8. (2) The liabilities will include balance of short-term and long-term 
borrowings from banks and from others with the addition of loans from shareholders and interested 
parties that were provided to the Company and its Staff Companies, based on the information in 
the financial statements.  

C. Restrictions with regard to the distribution of dividends -  the Company may announce a distribution 
of a dividend in any calendar year for a total amount of up to NIS 300 million (the “Base Amount”) 
without any restriction, provided that the distribution does not constitute a violation of other 
obligations to the bank. If, in the relevant period, the Company announces the distribution of a 
dividend which is higher than the Base Amount (“Excess Amount”) and if the source of such 
Excess Amount is not the profits from ongoing operations then the minimum collateral ratio as set 
out in the agreement will be revised.  

(B) The deeds of trust for the Company's debentures Series B31, B33 and B34 provide, among other 
things, key restrictions on the Company, as follows:   

(1) The debenture certificates (Series B31, Series B33 and Series B34), the book value of which as of 
December 31, 2019 amounts to USD 6.2 billion, set the following restrictions: 

A. Minimum equity: The Company's equity will not fall below NIS 2,400 million (with regard to Series 
B31 and B33) and will not fall below NIS 2,600 million (with regard to Series B34), as per the 
Company's audited or reviewed consolidated financial statements, as the case may be, for two 
consecutive quarters. As at December 31, 2019, the Company is in compliance with these 
restrictions. For information concerning changes that occurred subsequent to balance sheet date 
see Note 1 to the Financial Statements. 
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B. Equity to balance sheet ratio: The Company's equity will not fall below 20% of the total balance 
sheet as per the Company's audited or reviewed separate financial statements, as the case may 
be. As at December 31, 2019, the Company is in compliance with these restrictions. For 
information concerning changes that occurred subsequent to balance sheet date see Note 1 to the 
Financial Statements. 

C. The Company may distribute a dividend as defined in the Companies Law, subject to fulfillment of 
the following terms: (a) the distribution is in accordance with section 302 of the Companies Law; (b) 
the Company does not violate the financial covenants set out in the deed of trust of Debentures 
(Series B31, Series B33 and Series B34) prior to the distribution and due to the distribution; (c) the 
Company's equity will not fall below NIS 2,600 million (with regard to Series B31 and B33) due to 
the distribution and the Company's equity will not fall below NIS 2,800 million (with regard to Series 
B34) due to the distribution; (d) there are no grounds to call for immediate repayment of the 
Debentures (Series B31, Series B33 and Series B34); (e) as of the approval date of the 
distribution, there has been no material breach of the terms of the deeds of trust. Furthermore, 
conditions were set that, if they occur the Company will carry out a forced conversion of the 
debentures (Series B33). As at December 31, 2019, the Company is in compliance with these 
restrictions. For information concerning changes that occurred subsequent to balance sheet date 
see Note 1 to the Financial Statements.   

For further information concerning the Company’s debentures, see the Board of Directors' Report 
and Note 19 to the Financial Statements.  

1.16.6. Liens  

For information concerning liens see the tables in section 0 above. Further to the foregoing, the 

Company and Delek Energy have no other liens.  

1.16.7. Credit restrictions  

The Group is subject to the Proper Banking Management Directives issued by the Supervisor of 
Banks in Israel, which include, inter alia, restrictions on the volume of loans which the Israeli banks 
may extend to a single borrower and the largest borrower group in the bank (as these terms are 
defined in the aforementioned directives).  

1.16.8. Credit rating   

(A) On July 11, 2019, Midroog announced that it was placing the ratings of Debentures (Series B13, 
B18, B19, B22, B31, B33, B34) issued by the Company, under credit review with negative outlook. 
According to Midroog’s announcement, it was placing the ratings under credit review due to the 
Company’s announcement on May 30, 2019 with regard to Ithaca signing a binding agreement, 
subject to various contingent terms and required approvals, for the acquisition of Chevron held 
rights in ten oil and gas assets in the North Sea region. 

(B) On September 25, 2019, S&P Maalot announced its ratification of its ilA/Stable ratings for 
debentures Series B13, B22, B31, B33 and B34 issued by the Company. 

(C) Subsequent to the balance sheet date, on March 23, 2020, Midroog announced that it was 
downgrading the rating of Debentures (Series B13, B18, B19, B22, B31, B33, B34) issued by the 
Company from A2.il to Ca.il and changing the direction of the review from review for downgrade to 
review with direction uncertain. For further information see the immediate reports issued by the 
Company on March 23, 2020 (Ref. No: 2020-01-028470), where the information appearing in said 
report noted here by way of reference.  

(D) Subsequent to balance sheet date, on April 1, 2020, P&S Maalot announced that it was 
downgrading the rating for Debentures (Series B13, B22, B31, B33 and B34) issued by the 
Company from ilA/Stable to ilBBB-/Negative. For further information see the immediate reports 
issued by the Company on April 1, 2020 (Ref. No: 2020-01-034443), where the information 
appearing in said report noted here by way of reference. 

(E) Subsequent to balance sheet date, on April 13, 2020, the Company gave notice to Midroog Ltd. Of 
the termination of the engagement between them. According to the Company's notice, in view of 
the fact that the Company has another rating company (S&P Maalot), that rates the Company’s 
debentures in accordance with the requirements of its deeds of trust, the Company resolved that 
there is no need for the services of two separate rating companies and therefore the Company 
gave notice of the termination of the engagement as of April 13, 2020, thereby, as of this date, 
Midroog Ltd. will cease to be the rating company for the series of the Company's debentures and 
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they will be rated by S&P Maalot. On April 16, 2020, Midroog Ltd. announced the termination of its 
rating of the Company's debentures. 

 Loans and Guarantees provided by the Company 

1.17.1 Breakdown of material loans to the Company's subsidiaries and affiliates, as at December 31, 2019 
(in NIS millions): 

Lender Borrower Loan amounts at 
December 31, 2019 

Delek Group Delek Sea Maagan 
2011 Ltd. 

133 

Delek Group Ithaca 903 

Delek Group  Delek GOM  299 

 

1.17.2 Breakdown of material guarantees provided to the Company's subsidiaries and third parties, as at 
December 31, 2019 (in NIS millions): 

Guarantor Guaranteed 
Guarantee amount 

at Dec 31, 2019 

Guarantee for liabilities of subsidiaries and related companies 

Delek Group Delek Ashkelon (*) - 

Delek Group IDE (**) 75 

Delek Group Delek Soreq (*) - 

Delek Group Block 7 22 

Total 97 
 

(*) The Company provided guarantees for Delek Ashkelon and Delek Soreq in the amounts of NIS 21 
million and NIS 184 million, respectively. At the end of December 2019, the transaction for the sale of 
the shares of these companies to Delek Israel was completed and as such Delek Israel assumed the 
foregoing guarantees as of the closing date.  

(**) The presented guarantee is for the Group’s share in IDE (20%). It should be noted that in 2019, as part 
of the sale of 30% of IDE shares, the Company received indemnification from the buyer with respect to 
the purchased share. Subsequent to the balance sheet date, in March 2020, the Company sold the 
balance of its investment in IDE and received indemnification from the buyer for the guarantees. 

 

1.17.3 Breakdown of Seller's loans provided on date of sale of assets as set out in Note 8 to the Financial 
Statements (in NIS millions):  

Lender - the Seller Borrower - the Buyer 
Loan amounts at 

December 31, 2019 

Delek Group Fattal Hotels 36 

Delek Group 
Centerbridge and Gallatin - 
The Phoenix Deal 

235 

Delek Group Navitas Petroleum Limited 19 

Total 290 

* For further information regarding this loan, see section 1.11.1(D) below. 

 Taxation 

For a description of the tax laws applicable to the Company see Note 32 to the Company’s 
Financial Statements and Note 8 to the Company's Separate Financial Information. 

 Restrictions and Supervision of the Corporation’s Operations 
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With the exception of the restrictions and supervision applicable to the Company and its 
subsidiaries under the various operating segments, as set out in each of the operating segments, 
as a public company the Company is subject to applicable restrictions under the Company's Law 
and corresponding regulations, the Securities Law and corresponding regulations, and the 
transportation laws. In addition, the Company is affected by the various directives concerning 
capital and debt raising on the financial market in Israel or for non-banking finance, 

1.19.1. Market Concentration Law 

In December 2013, the Market Concentration Law was published in the Official Gazette. The 
Market Concentration Law consists of three main chapters: (a) Multiple-sector concentration 
considerations when granting rights for use of national resources (essential infrastructures and 
privatized assets) to conglomerates (as they appear in a list of conglomerates to be published by 
the concentration reduction committee and the criteria set in the Law, according to which a 
significant non-financial corporation, as defined in the Market Concentration Law, will be 
considered to be a concentration group) (“Concentration Groups” and “List of Concentration 
Groups”, respectively), and taking into account the promotion of competition when allocating rights 
in essential infrastructures and in sectors where the number of players among whom the rights are 
to be allocated is limited ("Concentration Considerations When Allocating Rights"); (b) Constraints 
on the control of multi-tiered pyramid structured conglomerates: limiting multi-tiered control to two 
tiers only and applying increased corporate governance regulations on multi-tiered conglomerates 
("Constraints on Control of Multi-tiered Companies"); (c) separation of significant financial 
corporations and significant non-financial corporations as defined in the Concentration Law and 
under which, inter alia, a significant non-financial corporation is prohibited from controlling and 
holding the means of control in a significant financial corporation ("Separation of Non-financial 
Corporations from Financial Corporations").  

The Market Concentration Law affects the Company and its subsidiaries directly and/or indirectly. 

(A) Concentration Considerations when Allocating Rights  

This chapter deals with two key and separate aspects for allocation of rights by the State: multi-
sector concentration and sectoral competitiveness, and stipulates that when granting rights and 
setting the terms for those rights, the regulating agency authorized to grant such rights must take 
into account, in addition to all other legal matters regarding the allocation of rights, sectoral 
competitiveness and multi-sector concentration considers, as set out below.  

The provisions of the Market Concentration Law concerning the allocation of rights could have 
implications on the Company's subsidiaries abilities to renew licenses as defined in the Market 
Concentration Law. 

(1) Multi-sector concentration considerations when allocating rights:  

This part of the chapter provides that when the regulating agency allocates rights in an essential 
infrastructure domain (defined as a domain that makes use of an essential infrastructure or national 
resource or which provides an essential public service, as listed in an addendum to the Market 
Concentration Law ("Essential Infrastructure Domain")), to a concentration group, may not permit a 
concentration group to participate in the rights allocation process unless multi-sector concentration 
considerations have been taken into account in consultation with the committee for reducing 
concentration. It is noted that the duty to consult with the committee for reducing concentration 
applies to the regulator that allots the rights within its jurisdiction. With regard to this part, the term 
"right" is a license, contract or significant holding, as defined in the Market Concentration Law. 
Without derogating from the foregoing, the regulating agency may refrain from allocating rights to a 
concentration group also after finding that it is unlikely that real harm would be caused to the sector 
in which the rights are allocated or to the regulation of the sector due to non allocation. This part 
also provides that the regulating agency must take into account considerations concerning 
avoidance of expanding the operations of the concentration group while noting the sectors of 
operations relating to the matter and considering the relationship between them.  

On February 13, 2020 a revised list of concentration groups was published and the Company and 
all the companies under its control appear in the list (and in the list of significant non-financial 
corporations). 

According to the list of essential infrastructures, the Group’s natural gas and oil segment, fuels 
segment, water desalination segment, and power generation and LPG segments are all considered 
to be essential infrastructure domains.  
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It should be noted that extension or renewal of a rights period is subject to the same rules as for 
the allocation of rights and the provisions as described above will also be apply thereto if the two 
following conditions exist: (a) the holder of the rights to be extended has held these rights for a 
period exceeding 10 years, whether under a single allocation or accumulated under several 
allocations; (b) the allocation or previous extension of the rights were not assessed in accordance 
with the provisions of the Market Concentration Law during the 10 years preceding the requested 
extension. 

(2) Sector-specific competition considerations when allocating rights:  

This part of the chapter provides that when allocating rights and prescribing the terms of such 
rights, the regulating agency (allocating the rights) must also take into account, in addition to all 
other matters to be considered under the law regarding allocation, advancement of sectoral 
competitiveness considerations. Under certain circumstances, taking into account the 
advancement of sectoral competitiveness considerations obligates consultation with the 
Commissioner for Competition. The applicability of this part is broader than that of the previous part 
since it applies to all rights allocations (as defined above) in an essential infrastructure domain, and 
all licenses required in any sector that is not an essential infrastructure domain if, due to the nature 
of the right, its economic value or applicable laws, there are a limited number of players in the 
sector in which it is allocated. It should be noted that this part of the chapter also applies to 
organizations that are not a concentration group. It is also noted, that similar to the part regarding 
multi-sector concentration, the rules that apply to the extension or renewal of a right are the same 
as those applicable for the allocation of a right, and consequently sectoral competitiveness 
considerations at the time of the extension/renewal of rights, must be taken into account if the two 
conditions as set out at the bottom of this section (1) exist.  

Furthermore, allocation of certain rights in the sectors that appear in the list of rights published by 
the Commissioner for Competition (last revised list was published on September 3, 2017), requires 
consultation with the Commissioner for Competition. It is noted that the duty to consult with the 
Competition Commissioner applies to the regulator that allots the rights within its jurisdiction. 

These requirements could prevent the Company and companies under its control, from expanding 
their operations in such sectors and/or prevent them from entering such segments of operations. 

(B) Constraints on the Control of Multi-tiered Structured Conglomerates 

With regard to the restrictions on the control of multi-tiered companies, in the past the Market 
Concentration Law had direct impact on the Company, as it is considered to be a first tier company 
and The Phoenix, which was under the Company’s control was considered as a second tier 
company (the “First Tier Company” and the “Second Tier Company” - as defined in the Market 
Concentration Law). Accordingly, a subsidiary that was controlled by The Phoenix was considered 
to be an “other tier” company, and therefore provisions of the Market Concentration Law 
concerning the dismantling of multi-tier structure and increased corporate governance rules also 
applied to the other tier companies. Pursuant to the transition provisions, on November 3, 2019, the 
Company completed the sale of its shares in The Phoenix, as set out in section 1.11.1 above.   

As at date of publication of the Report, the Group’s subsidiaries do not hold any “other tier” 
company. 

(C) Separation of Non-financial Corporations from Financial Corporations  

The provisions of this chapter impose restrictions and conditions for separating significant financial 
corporations from significant non-financial corporations Under the provisions of the Market 
Concentration Law, a financial corporation may be, inter alia, an insurance company, provident 
fund management company, bank and auxiliary corporation, mutual investment fund manager and 
investment portfolio manager. A real corporation is defined as a non-financial corporation. 

On February 16, 2020 the Competition Authority announced that the separation between the 
significant non-financial corporations from the significant financial corporations was completed and 
this, among other things, following the sale of the Company's holdings in The Phoenix. For further 
information concerning the sale of the Company's holdings in The Phoenix, see section 1.11.1 
above. 

 Material Agreements  

For further information concerning material agreements under the various operating segments, see 
sections 1.7.30, 1.8.23, and 1.9.19 above.  
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The headquarters companies' material financing agreements are set out in section 0 above. 

From time to time, the Company engages in significant sales agreements or in sales agreements 
which, other than the business terms and conditions, also include provisions concerning 
representation, indemnification and transfer of information, which could become material if 
problems arise subsequent to closing such transactions.  

 Legal proceedings  

For a description of the material legal proceedings to which the Group's companies are party, see 
Notes 12 and 24 to the financial statements.   

 Business strategy and goals 

1.22.1 The primary strategy of Delek Group is to become an international P&E corporation and key player 
in the markets in which it operates and in which it intends to operate in the future to continue 
developing its core assets in upstream energy, together with further establishing, enhancing and 
exploiting the potential in the Group’s existing operations in this sector to date. 

In view of the foregoing strategy, since 2014, the Company started to sell off part of its holdings 
that are not part of its core business operations. In 2019 and close to date of approval of this 
Report, the Company completed the sale of The Phoenix for a consideration of NIS 1.5 billion, sold 
the balance of its holdings in Delek Automotive and in IDE, and it continues to act for disposing of 
other investments that are not part of its core business. The Company reviews, from time to time, 
adapting its investments to match its goals, as well as opportunities for disposing of them to reduce 
its financial leverage. 

1.22.2 As part of the Company's strategy to focus on the energy sector and to invest in this sector in 
global markets, and after acquiring the entire share capital of Ithaca Energy Inc. in 2017, in 2019 
the Company completed, through Ithaca, the acquisition of 100% of the shares of IOGL (formerly 
Chevron North Sea Limited) that owns ten on-production oil and gas fields in the UK North Sea 
region, as well as production, processing and storage facilities, whose operations are synergetic 
with Ithaca’s operations and those of the entire Group. For further information, see section 1.8.1(D) 
above The acquisition significantly increased the scope of Ithaca's reserves and contingent 
resources and increased its production capacity. Ithaca’s acquisition of the assets positioned it as 
one of the leading oil and gas production companies in the UK North Sea. 

Based on the Company's strategy, the Company and Ithaca are continuing talks with investors to 
invest in Ithaca, and are pushing forward to list Ithaca’s operations on the London Stock Exchange.  

1.22.3 Growth, development and trade in the gas exploration and gas transportation infrastructure 
in Israel   

The Group seeks to utilize the economic potential of the oil assets held by the Partnership, while 
exploring the options for acquiring additional oil assets. At the end of 2019, Stage 1A of the 
development of the Leviathan reservoir was completed and marketing to customers in Israel, 
Jordan and Egypt began at the beginning of 2020. The Partnership is continuing to explore and 
push forward the essential operations, in order to increase supply rate. In addition, the Partnership 
is continuing to push forward optimum Tamar Reservoir production and opportunities to utilize, 
develop and expand the natural gas pipeline network from the Partnership’s oil assets to the local 
and export markets, including in the form of LNG (Liquefied Natural Gas).  

For this purpose, the Group operates through the Partnership, among other things, to increase the 
demand for natural gas by expanding and integrating the use of natural gas on the domestic 
market and by exporting natural gas to neighboring countries via pipelines and/or by liquefication 
and/or compression of the natural gas and marketing on global markets. 

In addition, the Group intends to act to exploit the potential of the gas and/or oil discoveries in the 
oil assets of the Partnership and/or in new licenses in Israel and/or overseas, if it engages in 
transactions for acquiring oil assets and/or if they are awarded. 

Furthermore, the Partnership is exploring the options for listing the Partnership or its assets, (in 
whole or in part), directly or indirectly, for trading on other stock markets worldwide, which are 
suited to oil and natural gas exploration, production and export operations. The Partnership and the 
Company are exploring and advancing various alternatives for selling its entire holdings in Tamar 
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and Dalit, and including the option of selling its interests and splitting the Partnership’s assets. It 
should be noted that it is not at all certain that the Partnership will succeed in these measures. The 
scope and diversity of the Partnership's operations requires investment of substantial financial 
means. The Partnership intends exploring and utilizing the range of means available to it for raising 
capital. 

Below is a description of the Company’s strategy regarding specific projects: 

Tamar Project 

In 2019, the Company sold its rights to receive royalties from the Tamar Project. The Partnership is 
taking measures for selling its interests in the Tamar Project, as required under the Gas Outline 
Plan. Until the rest of its rights in the Project are sold, the Partnership is working to increase the 
value of the Project, inter alia, through: Continuing optimal supply of natural gas and condensate; 
continuing promotion of export projects via pipelines from the project; expanding the Project’s 
supply capacity; exploiting the potential in the Tamar lease by enhancing the existing production 
and operating system, by additional developments as well as by examining prospects for 
exploration in deeper layers. 

Leviathan project 

Following the successful completion of Stage 1 of the Leviathan reservoir development, the 
Partnership is acting to secure the supply of natural gas and condensate from the Project, based 
on the agreements it signed, and is negotiating to engage in additional agreements on the local 
market and in neighboring countries; the Partnership is also acting to advance the development of 
additional stages of the Leviathan reservoir development plan for supplying natural gas to target 
markets and to additional customers; to examine the techno-economic feasibility of constructing a 
FLNG facility based on natural gas from the Leviathan reservoir, as well as examining the prospect 
of oil exploratory drilling in the Leviathan field. 

Block 12 - Cyprus  

To promote the plan for developing the Aphrodite reservoir, and to trade the gas on the target 
markets, namely: the Cypriot domestic market and export to the Egyptian market. At the same 
time, the Partnership is exploring the options for combining the development of the reservoir with 
the development plans of nearby reservoirs located in the EEZ of Israel, including the Leviathan 
reservoir.  

Optimization of infrastructures  

The Partnership intends to review, together with its partners in the various oil assets and 
infrastructure owners, the opportunities for optimizing the existing infrastructures in the various 
projects, and including the joint pipeline infrastructure for exporting natural gas to various target 
markets, including to lower transportation costs and increase the possibilities of drilling various 
projects. For example, the Partnership is assessing, together with its partners in the Leviathan 
project and the Aphrodite reservoir, possibilities for establishing a joint pipeline for transmitting 
natural gas to consumers in Egypt. 

Oil and gas exploration  

The Partnership is working to continue exploration of natural gas and/or oil in its oil asset fields and 
in new licenses. 

Increasing the demand for natural gas 

The Partnership is acting to increase demand for natural gas by promoting large-scale projects that 
utilize natural gas in the transport sector, to convert coal-fired power plants to natural gas and to 
encourage the use of natural gas for housing and in other industries.  

1.22.4 Expanding and diversifying financing sources 

Given its financing needs and existing liabilities, the Company is acting to safeguard its financing 
sources in the banking system and to its ability to raise capital on the capital market, and routinely 
explores options for expanding and diversifying its sources of finance, based on its needs and 
goals. 
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In view of the impact of the Covid-19 crisis, the Company has focused in recent months, in 
improving its liquidity and financial flexibility by, among other things, continuing to dispose of assets 
that are not part of its core assets, reducing bank debts and releasing liens on tradable holdings 
and deposits.  

1.22.5 Structural Changes  

In 2019, the Company will streamline the structure of the Group companies by, inter alia, selling 
subsidiaries that are not part of its core operations and selling the power plants in Soreq and 
Ashkelon to Delek Israel.  

As part of the its goals, on December 30, 2018, the Company announced that it had decided to 
merge Delek Energy Systems into the Company (without consideration to the Company or its 
shareholders). It should be noted that such merger is subject to receiving the required legal 
approvals, which as at the date of approval of the Report, have not yet been received.  

Following the merger, application was filed to the Tax Authority to approve the transfer of 
Participating Units by way of distribution in accordance with Section 104C of the Income Tax 
Ordinance. Such transfer is subject to the approval of the Tax Authority. As at the date of approval 
of the Report, this approval has not yet been received. 

In addition, as set out above, the option of splitting the assets of the Partnership as part of 
exploring the possibility of listing for trade on another global stock exchange. 

1.22.6 Listing abroad  

As part of its strategy to become a key global player in the energy sector, the Group is continuing 
to review options of directly or indirectly listing for trading, or listing all or part of  its assets, 
including the Partnership's assets, for trading on additional appropriate stock markets worldwide, 
which are suited to oil and natural gas exploration, production and export operations. Thereby, the 
Company aims to expand the base of international investors that are exposed to its operations and 
to maximize the potential of its assets. The Group is working to expand Ithaca's assets and is 
exploring the possibility of listing Ithaca for trading on the stock exchange in London once its 
operations have been expanded as aforesaid. 

1.22.7 Contribution to the community in Israel and corporate governance 

The Company contributes, independently and through its subsidiaries, in a wide range of 
community activities. As a leading business group, the Group is committed to the principles of 
corporate responsibility in social and environmental aspects. The Group's community activities for 
most of the Group companies are managed primarily through the Delek Science, Education and 
Culture Foundation Ltd. Together with the Foundation's financial donations, the Group's employees 
and managers take part in individual and group voluntary activities in the community. For further 
information see section C(1) to the Board of Directors report. 

 Financial information concerning geographic regions  

As of December 31, 2019, the Group operates primarily in Israel and in the North Sea region and in 
the Gulf of Mexico. For further information, see Note 34 to the financial statements.     

 Discussion of Risk Factors  

The Company operates in the energy sector in Israel and abroad, as well as in the fuels sector and 
other operating sectors, and therefore the principal risk factors of the Company stem from the 
sector-specific risks of each of its operating segments (as described in sections 1.7 through 1.9 
above). Aside from the risks described for each of those segments, below are details of additional 
key risks to which the Group companies are exposed:  

1.24.1 The Covid-19 coronavirus crisis: As at the date of approval of the Report, as a result of the Covid-
19 Crisis, a picture is emerging of a significant slowdown in global economic activity, which is 
expressed, inter alia, in sharp declines in energy prices in the international markets. If the Covid-19 
crisis continues, or if it intensifies, it could adversely and materially affect the Company and its 
major investees, their businesses, their assets and their financial stability. It could materially impair 
the ability of the Group companies to meet their financial liabilities to banks and debenture holders 
and the ability of these companies to obtain the additional financing they require or their ability to 
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refinance existing debt. Furthermore, there have recently been sharp declines in the rates of the 
securities used as collateral for the financing institutions and events of default have occurred that 
could give the entities that provided credit and loans to the Group companies cause to demand 
immediate repayment and to exercise collateral, or to demand adjustment of the value of the 
collateral provided to secure the debt due to the Covid-19 crisis and the economic slowdown could 
impair the financial robustness of the customers of the Group companies; harm the companies’ 
revenues due to the continued falling of prices of energy products and reduce the demand for such 
products, etc. For further information concerning the effect of the Covid-19 crisis on the company 
and the Group companies to date, see section 1.6.6 above, and Note 1 to the Financial Statements 
as at December 31, 2019 (Chapter C of this Report). For the discussion on the Covid-19 
coronavirus crisis as a risk factor in the Company’s operating segments, the energy sectors in 
Israel and abroad and the fuel segment in Israel, see sections 1.7.34(A), 1.8.26 and 1.9.22, above.  

1.24.2 Development of the Group's gas operations: The growth and success of the Group's gas 
operations is dependent on various factors, part of which are out of the Company's control, such as 
changes in power production prices and/or the US CPI and/or other energy sources and/or global 
fuel prices; competition in gas supply; export restrictions; difficulties in obtaining finance; the 
security and political situation; dependence on the integrity of the national pipeline system; 
operating risks; exploration operation risks. Failure of any of these factors to materialize could have 
material adverse impact on the Group's operations. Also see the description of the risk factors in 
the energy sector in Israel in section 1.7.34 above, and overseas in section 1.8.26 above. 

1.24.3 Oil and gas prices: The Group is materially affected by the oil and gas prices, which are set 
according to supply and demand and affected by economic and political parameters. Market prices 
of oil and gas are volatile and if prices fall significantly, the financial viability of the projects in which 
the Group has holdings may be adversely affected, which could cause the oil and gas reserves to 
decline. Furthermore, the decline in energy prices could cause the Group and/or its partners in the 
oil assets to decide not to participate in the development plans. All these parameters may lead to a 
decrease in the Group's production volume abroad. A significant decline in oil and gas prices 
compared to the average prices in recent years could limit or reduce Ithaca's ability to withdraw its 
credit line. For example, Ithaca carries out hedging transactions for oil and gas prices, but if the 
price of oil and gas rises above the scope of its derivatives, Ithaca will not be entitled to benefit 
from the proceeds. 

1.24.4 Antitrust and Increased Competition: The Group is subject to competition restrictions that deal with, 
inter alia, restrictions on the scope of operations, prohibited practices and manner of pricing 
products and services. Under certain circumstances, the Group's companies are liable to be 
restricted in their operations because of the provisions of the Antitrust laws in various countries, in 
a way that may restrict the expansion of their operations or even require them to downsize and 
change their operations. The Partnerships, together with their partners in the Tamar Project, were 
declared a monopoly in the supply of natural gas to Israel. Subsequent to this declaration, 
restrictions could be imposed on the operations of the Partnerships, including prohibiting them from 
refusing, under unreasonable reasons, to supply natural gas and barring the exploitation of their 
market power in a manner that could reduce business competition or cause public harm. The 
restrictions on the Partnerships due to their status as a monopoly in the supply of natural gas in 
Israel could have adverse effect on their ability to expand their operations in Israel. Furthermore, in 
certain cases, the Group and its investees may be subject to approval of transactions by the 
Commissioner of Competition in Israel, which is liable to restrict and even prevent such 
transactions being carried out, or to require acting in accordance with the terms and conditions 
contained in merger permits which are granted or may be granted by him. Failure to comply with 
competition laws or claims of failure to comply with these laws, could lead to civil and criminal 
sanctions and the imposition of various restrictions on the Group's operations. Competition laws 
are, from time to time, subject to changes and interpretation, including being made more stringent.  

In this regard, the Market Concentration Law and its implications on the Group's structure should 
be noted, for details on this matter see sections 1.19.1 above. 

1.24.5 Changes in foreign currency exchange rates The Company and its investees are affected by 
changes in foreign currency exchange rates, from several aspects: (a) From time to time the 
Company and some of its investees take loans denominated in foreign currencies, which are not 
their operating currency, (primarily USD and Yen); (b) the exchange rates may affect the business 
results of some of the investees which purchase raw materials in foreign currencies that are not 
their operating currency; (c) changes in exchange rates could affect the value of the Company's 
investments in the share capital of overseas companies and the foreign currency loans it received, 
and could also expose the Company to risks from translation of exchange rates, if the operating 



 

A - 400 

currencies of its subsidiaries, according to which they prepare their financial statements, are 
foreign currencies. The Company is specifically exposed to USD exchange rate changes, which 
impact the values in the Company's financial statements, also if there is no change in the original 
currency. 

Though the Company and its investees try, from time to time, to neutralize such currency risks by 
using various financial instruments, it is uncertain that they will succeed, and they may even 
undertake under such transactions to make various payments for hedging. 

1.24.6 Change in interest rates: The Group has loans at variable interest and therefore it is exposed to 
interest rate fluctuations, which could affect the Group's business results. 

1.24.7 Economic slowdown and changes in the Group's markets: Changes in the markets in which it 
operates and an economic slowdown in those markets (particularly in the Israeli market) could 
have an adverse effect on the operations of the Company and its investees, as well as on the value 
and liquidity of their assets, the demand for their products and their revenues.  

1.24.8 Capital markets: Deterioration in the global capital markets could adversely affect the Group's 
operations. Changes in the prices of marketable securities held by the Group expose it to risks 
deriving, inter alia, from capital market volatility and will affect its ability to generate capital gains 
from the realization of its investments. Deterioration of the capital market in Israel and worldwide 
could have material impact on the operations of the Company and the foreign securities that it 
holds, also with regard to its ability to raise capital and debt.  

1.24.9 Financing, credit restrictions and compliance with financial covenants: The Company and the 
Group companies have substantial financial liabilities, and a constant need for refinancing their 
operations when such liabilities reach repayment date. Some of these liabilities include financial 
criteria and other undertakings which could restrict the Group's operations and those of its 
investees (such as restrictions on distribution of dividends, issuing of shares, providing collateral, 
mergers and disposal of assets), require them to set aside substantial provisions from their cash 
flows to cover debts, limit their ability to borrow additional moneys and could lead to a demand for 
immediate repayment of the liabilities and exercise of collateral in the event that they are not met. 
The absence of the ability of the Group and/or its investees to obtain financing in the future by 
receiving loans or debt and capital raising, under good terms, may prevent the expansion of the 
Group's operations, harm its current operations and lead to non-payment of dividends and even 
non-compliance with obligations towards third parties, including debenture holders. The availability 
and terms of financing sources are dependent on various factors, including the operating status, 
financial position, capital market conditions and the ability and limitations of key financing bodies. In 
this regard, it is noted that regulatory changes that may in the future impose new restrictions, which 
could, among other things, adversely affect the Company's ability to raise further debt, at favorable 
terms. The Group is required to invest in the developing and production costs of its oil and gas 
reservoirs in the North Sea and in the acquisition of additional North Sea oil and gas assets. Its 
ability to finance the liabilities and to participate in future development plans (focusing on the 
development of Ithaca’s North Sea reservoirs) and its general ability to continue developing 
additional assets depend mainly on (a) the cash flows generated from the on-production assets; (b) 
access to credit facilities. Cash flow depends on a combination of several parameters, including the 
performance of the reservoirs and production costs, together with parameters that are not in the 
Group's control, such as the price of oil and gas and changes in the physical regime. 

1.24.10 Security and political situation: Deterioration in the security and political situation (domestic and 
international) in Israel could adversely affect the Group's operations. Since a major part of the 
Group's operations are in Israel, it is exposed to the implications of armed conflicts, terror acts and 
instability in Israel. Such conflicts or acts are liable to harm the operations of the Group and its 
investees in Israel in a number of ways, including cause an Israeli economic slowdown which could 
adversely impact the scope of its operations and results; declines in the Israeli capital market which 
could adversely impact the Group's capital and debt raising ability, realization of its holdings and 
the value of its marketable holdings; harm the Group's employees in Israel and cause direct 
damage to the Group's installations, including its gas exploration, production and conveyance 
facilities (Yam Tethys, Tamar, Leviathan, Ashkelon) and its seawater desalination and electric 
power plants, which are situated relatively close to the Israeli border with the Gaza Strip and may 
serve as a specific target for their purposes; and a decline in the presence of foreign investors and 
international companies will to invest in and engage with Israeli companies. Furthermore, the 
Group's ability to operate in various countries around the globe, particularly in Middle East 
countries, which do not recognize Israel is already, by nature, restrictive. Calls and actions to 
boycott Israeli companies (in enemy countries as well as in friendly countries) may also adversely 
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affect the Group's operations in Israel and abroad. Similar to the foregoing, the Group is exposed 
to armed conflict, hostile acts and political instability in all the countries in which it operates.  

1.24.11 Changes in legislation and standards: Special laws apply to significant parts of the Group's 
operations. The Group's financial results could be affected by changes in legislation and standards 
in various areas, including competition laws, laws governing the obligation to issue tenders, laws 
regulating areas such as fuel, gas, telecommunications, supervision of insurance business, control 
on prices of products and services, excise rates, consumer protection, etc. Furthermore, changes 
in the policy of the authorities operating by virtue of these laws is liable to affect the Group. 
Similarly, some of the Group's companies operate abroad and they are liable to be affected by 
changes in legislation, excise, regulatory proceedings and policy in the countries in which they 
operate.  

A change in accounting regulations could affect the business results of the Group and its investees, 
and the ability of those investees to distribute dividends. 

1.24.12 Supervision of banks: The Group and some of its investees are subject to the Proper Banking 
Practice directives issued by the Supervisor of Banks in Israel, which include, inter alia, restrictions 
on the volume of loans that Israeli banks may extend to a single borrower and the largest borrower 
group in the bank (as these terms are defined in the aforementioned directives). In view of the 
foregoing restrictions, the scope of the loans assumed by the Group and its controlling shareholder 
may, under certain circumstances, impact the Group's ability to borrow additional sums from Israeli 
banks, and on its ability to make investments which require bank credit, or investments in 
companies which have taken large volumes of credit from certain Israeli banks.  

1.24.13 Licenses and concessions Some of the companies held by the Company operate on the basis of 
approvals, permits, licenses or concessions granted to them in Israel and abroad, in accordance 
with the law, by various authorities, inter alia the Ministry of National Infrastructures, Ministry of 
Telecommunications and Ministry of Transport. Failure to comply with the terms of these approvals, 
permits, licenses or concessions could lead to the imposition of sanctions, fines and even 
cancellation of the relevant approvals by the competent authorities. Such cancellation is liable to 
cause substantial harm to investees whose operations depend on these approvals. Some of these 
licenses and concessions have time limits and are renewable from time to time, all in accordance 
with the conditions and provision of the law and there is no certainty that these licenses or 
concessions will be renewed in the future. Non-renewal of such a license or concession may 
adversely impact the profitability of the company holding such a license or concession and 
consequently also on the Company's profitability. It is further noted that in view of the 
Concentration Law, it is possible that the applying company may encounter difficulties or may be 
unable to renew existing licenses or permits or may be able to renew them, subject to restrictions, 
and all as described in section 1.19.1 above.  

1.24.14 Environment: Some of the Company's investees, particularly those in the fuels segment, are 
exposed to various requirements laid down by the authorities in the matter of environmental 
protection in Israel and abroad. The other costs and resources necessary for complying with the 
environmental requirements are large. A change in legislation in this area or a change in the policy 
of the supervisory authorities may impact the profitability of these companies, and consequently 
also the Company's profitability and failure to comply with them may expose the Company to 
various sanctions, legal proceedings and loss of licenses. For information concerning the motion 
for certification of a class action that was filed with respect to the quality of the environment 
regarding the Company’s real estate in Akko, see Note 24A4(4) to the Financial Statements. 

1.24.15 Raw materials, equipment and infrastructure: Some of the Company's investees are exposed to 
changes in the prices of raw materials, such as the fuel sector which is exposed to changes in fuel 
or crude prices. Changes in the prices of raw materials are liable to impact the profitability of 
investees and consequently also the Company's profitability. Moreover, the companies are 
dependent upon the proper conveyance and storage of the various raw materials (for example, 
proper operation of fuel pipelines and terminals) and access to various infrastructures. These may 
be affected as a result of various factors, such as labor strikes, security events, transport 
breakdowns, limited access to ports (particularly the two main ports in Israel) natural disasters, 
extreme climatic conditions, etc.  

1.24.16 Legal proceedings: Lawsuits have been filed against the Company and some of its investees, 
including class actions, in substantial amounts. If these companies are found liable in these legal 
proceedings or in any possible future legal action brought against the Company or its investees, 
this could adversely impact the Company's business results. In this context, it should be noted that 
the motion to certify a class action filed by a consumer of the IEC against Tamar partners in 
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respect of the price set in the agreement with IEC, if the action is certified and a final judgment is 
handed against the Tamar partners as set out in Note 24 to the Consolidated Financial Statements, 
this may have an adverse effect on the revenues of the Partnership, the results of its operations, its 
ability to meet its obligations and the prices at which the Partnership will sell natural gas to their 
customers. For further information concerning legal proceedings, also see Note 24 to the Financial 
Statements with regard to contingent liabilities. 

1.24.17 Salary and labor relations: Material changes in the minimum wage or other material changes in the 
labor laws are liable to affect the results of the Company's investees and consequently also the 
Group's business results. Furthermore, strikes and labor disputes in the investees are liable to 
adversely affect the business results of the Group. 

1.24.18 Restrictions on disposal of holdings: The Company and some of its investees are bound by legal 
and contractual restrictions which could inhibit the ability of the Company and its investees to 
realize these holdings.  

1.24.19 Reliance on the results of investees and their cash flows: The Company's operating results 
depend, among other things, on the results of its investees. The investees are primarily public 
companies trading on the TASE and operate independently, and their interests are not necessarily 
the same as the interests of the Company. The Company's sources of capital include profits 
distributed as dividends, management fees and repayments of loans to the Company by the 
investees. Changes in the profit distribution policy of the Company's investees, changes in 
profitability (including those brought about by changes in accounting principles) and in the cash 
flows of these companies, and restrictions on the distribution of profits are liable to affect the 
Company's cash flows and its business operations, and therefore it is not at all certain that they will 
be able to make such payments in time when it is in need of the cash flows. Furthermore, the 
Company's ability to raise foreign finance relies, inter alia, on the value of its holdings in the 
Group's companies.  

1.24.20 Loans and guarantees to investees: As part of its operations, the Company provides, from time to 
time, loans to its investees in material amounts as well as guarantees and collateral for various 
purposes such as guaranteeing finance they received, projects they carried out, etc. A decline in 
the profitability and cash flow of these investees or liquidity difficulties is liable to have an adverse 
effect on their ability to comply with the terms of the loans, or alternatively, to bring about the 
exercise of the guarantees provided by the Company and thereby adversely affect its financial 
position.  

1.24.21 Insurance: Notwithstanding the fact that various risks involved in their business operations are 
insured by the investees, they are unable to protect against the realization of all risks, including the 
risks specified above, and existing insurances are also limited in aspects such as scope of 
insurance, insurance exceptions, timing of insurance payments, and the ability of the insurance 
companies to meet their liabilities. Accordingly, it is possible that there will be no insurance cover, 
full of partial, for the realization of various risks, including risks to the Group's employees and its 
plants. 

1.24.22 Goodwill and negative publicity: The goodwill of the Group, its investees and part of their brands 
are attained over years and the success of the Group and its investees is dependent to some 
extent on its goodwill. Negative publicity regarding the Group, its investees and their brands may 
adversely affect their goodwill and the willingness of customers, suppliers, investors and others to 
engage with them. The Group's goodwill is liable to be adversely affected, inter alia, by negative 
events connected with environmental and health issues, legal proceedings and claims pertaining to 
unethical and illegal conduct and various publicity, even if these are untrue. 

1.24.23 Competition: Each of the Group's investees are exposed to competition in the sectors in which they 
operate, which could lead to decreasing prices of the products and services sold in their operating 
sectors as well as loss of market share, and could have a material adverse effect the revenues and 
profitability of the Group companies. 

1.24.24 Information systems: The Group relies on information systems for its various activities. Information 
system failures (including as a result of natural disasters, power cuts, unauthorized hacking of the 
information systems, acts of terror etc.) and inability to repair them quickly is liable to harm the 
Group's businesses. Such failures could, inter alia, cause loss of business information, loss of 
customers and suppliers, harm to goodwill and significant costs for restoring the information 
systems. 
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1.24.25 Failure to comply with the undertakings of third parties engaged with the Group: Failure to comply 
with undertakings of parties with which the Group is engaged or their failure to pay can expose the 
Group to losses.  

1.24.26 Impairment of securities: The Company is exposed to price volatility of the tradable securities that it 
holds. Among other things, as lump in capital markets abroad and in Israel, decrease in the 
operating results of companies in which the Company holds shares and a drop in oil prices could 
have adverse effect on the prices of the tradable securities held by the Group and affect the 
financial and accounting results of the holdings in these securities. In addition, such impairment 
could impact the financial ratios set in the financial agreements and to the financial institutions 
demanding additional collateral and/or place the debt for immediate repayment.  

Breakdown of the Company's assessment of the types of risk factors and the degree of their impact 
on the Company's foregoing risk factors:  

 Impact of the Risk Factor 

 Major Moderate Minor 

Macro risks 

The coronavirus crisis X   

Changes in foreign currency exchange rates X   

Interest rate fluctuations X   

Economic slowdown and changes in the markets in which 
the Group operates: 

 X  

Capital markets: X   

Security and political situation  X  

Changes in legislation and standards X   

Supervision of banks  X  

Competition  X  

Impairment of available-for-sale securities X   

Sector-specific Risks 

Financing, credit restrictions and compliance with financial 
covenants 

X   

Environmental issues  X  

Raw materials, equipment and infrastructure  X  

Company-specific risks 

Licenses and concessions  X  

Development of the Group's gas operations X   

Gas and oil prices X   

Legal proceedings X   

Salary and labor relations  X  

Antitrust and increased competition X   

Restrictions on realization of holdings  X  

Reliance on the results of investees and their cash flows: X   

Loans and guarantees to investees and related 
companies 

X   

Insurance  X  

Goodwill and negative publicity   X 

Information Systems  X  

Failure to comply with the undertakings of the parties 
engaged with the Group 

 X  
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The information relating to risk factors and their effect on the Company is forward-looking 
information as defined in the Securities Law. This information relies, inter alia, on the Company's 
assessments based on past experience and familiarity with the relevant markets in its segments of 
operation and information regarding the relevant regulatory developments relating to the 
Company's operations. The Company is liable to be exposed in the future to other risk factors and 
the effect of each risk factor, if it materializes, could be different to the Company's assessment. As 
noted, forward-looking information is based on information available to the Company on reporting 
date. The actual results could be materially different from the results estimated or implied from this 
information. 
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April 7, 2020 
 
 
Delek Group Ltd. 
19 Abba Eban Boulevard 
Herzliya 4612001 
Israel 
 
Ladies and Gentlemen: 
 
In accordance with your request, we have estimated the proved, probable, and possible reserves and future 
revenue, as of December 31, 2019, to the Ithaca Energy (UK) Limited (referred to herein as "Ithaca") interest in 
certain oil and gas properties located in the United Kingdom Sector of the North Sea.  Also as requested, we have 
estimated the contingent resources and cash flow, as of December 31, 2019, to the Ithaca interest for discoveries 
located in the United Kingdom Sector of the North Sea.  We completed our evaluation on or about the date of this 
letter.  This report has been prepared using escalated price and cost parameters specified by Ithaca, as discussed 
in subsequent paragraphs of this letter.  Monetary values shown in this report are expressed in United States 
dollars ($) or thousands of United States dollars (M$) using Ithaca's estimated exchange rate of $1.30 to 1.00 British 
pound sterling.  For reference, the April 3, 2020, exchange rate was 3.64 New Israeli Shekels per United States 
dollar.   
 
The estimates in this report have been prepared in accordance with the definitions and guidelines set forth in the 
2018 Petroleum Resources Management System (PRMS) approved by the Society of Petroleum Engineers (SPE) 
and in accordance with internationally recognized standards, as stipulated by the Israel Securities Authority (ISA).  
As presented in the 2018 PRMS, petroleum accumulations can be classified, in decreasing order of likelihood of 
commerciality, as reserves, contingent resources, or prospective resources.  Different classifications of petroleum 
accumulations have varying degrees of technical and commercial risk that are difficult to quantify; thus reserves, 
contingent resources, and prospective resources should not be aggregated without extensive consideration of these 
factors.  Definitions are presented immediately following this letter.  It is our understanding that Ithaca is a wholly 
owned subsidiary of Delek Group Ltd. (Delek Group).  This report has been prepared for Delek Group's use in filing 
with the ISA; in our opinion the assumptions, data, methods, and procedures used in the preparation of this report 
are appropriate for such purpose. 
 

RESERVES ________________________________________________________________________  
 
Reserves are those quantities of petroleum anticipated to be commercially recoverable from known accumulations 
by application of development projects from a given date forward under defined conditions.  Reserves must be 
discovered, recoverable, commercial, and remaining as of the evaluation date based on the planned development 
projects to be applied.  Proved reserves are those quantities of oil and gas which, by analysis of engineering and 
geoscience data, can be estimated with reasonable certainty to be commercially recoverable; probable and possible 
reserves are those additional reserves which are sequentially less certain to be recovered than proved reserves.  
There is a 10 percent probability that the quantities actually recovered will equal or exceed the sum of proved plus 
probable plus possible reserves. 
 
We estimate the gross (100 percent) reserves and the Ithaca working interest reserves for these properties, as of 
December 31, 2019, to be: 
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  Gross (100%) Reserves  Working Interest Reserves 
  Oil  Gas  Oil  Gas  NGL 

Category  (MBBL)  (MMCF)  (MBBL)  (MMCF)  (MBBL) 
           
Proved (1P)  262,517.2  1,492,615.2  086,616.7  230,555.1  07,586.7 
           
Probable  122,961.7  0,478,074.4  051,218.5  101,848.1  03,542.9 
           
   Proved + Probable (2P)  385,478.9  1,970,689.6  137,835.3  332,403.2  11,129.6 
           
Possible  172,882.9  0,641,948.6  072,332.0  125,894.4  04,252.6 
           
   Proved + Probable + Possible (3P)  558,361.8  2,612,638.1  210,167.3  458,297.6  15,382.2 

 
Totals may not add because of rounding. 

 
The oil volumes shown include crude oil and condensate.  Oil and natural gas liquids (NGL) volumes are expressed 
in thousands of barrels (MBBL); a barrel is equivalent to 42 United States gallons.  Gas volumes are expressed in 
millions of cubic feet (MMCF) at standard temperature and pressure bases.  Oil equivalent volumes shown in this 
report are expressed in thousands of barrels of oil equivalent (MBOE), determined using the ratio of 5.8 MCF of 
gas to 1 barrel of oil.  MBOE, or other applicable units of equivalency, may be misleading, particularly if used in 
isolation. 
 
We estimate the future net revenue after United Kingdom (UK) corporate income taxes, discounted at 0, 5, 10, 15, 
and 20 percent, to the Ithaca interest in these properties, as of December 31, 2019, to be: 
 

  Future Net Revenue After UK Corporate Income Taxes (M$) 
  Discounted  Discounted  Discounted  Discounted  Discounted 

Category  at 0%  at 5%  at 10%  at 15%  at 20% 
           
Proved (1P)  2,083,699.7  1,971,828.1  1,818,383.6  1,663,427.3  1,520,850.1 
           
Probable  1,954,486.1  1,660,747.6  1,410,503.7  1,209,332.8  1,050,087.7 
           

Proved + Probable (2P)  4,038,185.8  3,632,575.7  3,228,887.3  2,872,760.1  2,570,937.8 
           
Possible  2,839,196.3  2,174,279.4  1,687,854.0  1,344,966.8  1,101,823.6 
           

Proved + Probable + Possible (3P)  6,877,382.1  5,806,855.1  4,916,741.2  4,217,727.0  3,672,761.4  
 

Totals may not add because of rounding. 

 
Reserves categorization conveys the relative degree of certainty; reserves subcategorization is based on 
development and production status.  The 1P reserves are inclusive of proved developed producing, proved 
developed non-producing, and proved undeveloped reserves.  The estimates of reserves and future revenue 
included herein have not been adjusted for risk.   
 
Working interest revenue for the reserves is Ithaca's share of the gross (100 percent) revenue from the properties 
prior to any deductions.  Future net revenue is after deductions for Ithaca's share of royalties, capital costs, 
abandonment costs, operating expenses, and estimates of UK corporate income taxes.  The future net revenue 
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has been discounted at annual rates of 0, 5, 10, 15, and 20 percent to determine its present worth, which is shown 
to indicate the effect of time on the value of money.  Future net revenue presented in this report, whether discounted 
or undiscounted, should not be construed as being the fair market value of the properties. 
 
We have made no investigation of potential volume and value imbalances resulting from overdelivery or 
underdelivery to the Ithaca interest.  Therefore, our estimates of reserves and future revenue do not include 
adjustments for the settlement of any such imbalances; our projections are based on Ithaca receiving its net revenue 
interest share of estimated future gross production.   
 

CONTINGENT RESOURCES __________________________________________________________  
 
Contingent resources are those quantities of petroleum estimated, as of a given date, to be potentially recoverable 
from known accumulations by the application of development project(s) not currently considered to be commercial 
owing to one or more contingencies.  The contingent resources shown in this report are contingent upon 
commitment to develop the resources for all fields and finalization of development plans for Alder, Callanish, 
Captain, Elgin-Franklin, Erskine, Harrier, Nutmeg-Surprise, and Pierce Fields.  The costs required to resolve these 
contingencies have not been included in this report; estimates of cash flow are based on the assumption that all 
contingencies will be successfully addressed.  If these contingencies are successfully addressed, some portion of 
the contingent resources estimated in this report may be reclassified as reserves; our estimates have not been 
risked to account for the possibility that the contingencies are not successfully addressed.  There is no certainty 
that it will be commercially viable to produce any portion of the contingent resources.  The project maturity subclass 
for these contingent resources is development pending. 
 
We estimate the gross (100 percent) contingent resources and the Ithaca working interest contingent resources for 
these properties, as of December 31, 2019, to be:  
 

  
Gross (100%) 

Contingent Resources  Working Interest Contingent Resources 

  Oil  Gas  Oil  Gas  NGL 
Category  (MBBL)  (MMCF)  (MBBL)  (MMCF)  (MBBL) 

           
Low Estimate (1C)  008,267.0  072,737.2  03,493.3  023,239.5  1,047.6 
Best Estimate (2C)  065,707.1  210,173.7  45,702.7  110,989.4  1,625.8 
High Estimate (3C)  123,587.9  341,058.8  87,808.4  186,505.7  3,334.7 

 
The oil volumes shown include crude oil and condensate.   
 
We estimate the net contingent cash flow after UK corporate income taxes, discounted at 0, 5, 10, 15, and 20 
percent, to the Ithaca interest in these properties, as of December 31, 2019, to be:  
 

  Net Contingent Cash Flow After UK Corporate Income Taxes (M$) 
  Discounted   Discounted   Discounted  Discounted  Discounted 

Category  at 0%  at 5%  at 10%  at 15%  at 20% 
           
Low Estimate (1C)  0,168,811.2  0,122,849.1  0,090,201.7  0,066,742.9  049,699.9 
Best Estimate (2C)  1,486,356.0  0,979,811.8  0,649,027.1  0,430,747.3  284,866.4 
High Estimate (3C)  3,831,481.3  2,399,161.5  1,545,634.9  1,021,167.1  688,643.5 



April 7, 2020 
Page 4 of 7 
 
 

 

 
The contingent resources shown in this report have been estimated using deterministic methods.  Once all 
contingencies have been successfully addressed, the approximate probability that the quantities of contingent 
resources actually recovered will equal or exceed the estimated amounts is generally inferred to be 90 percent for 
the low estimate, 50 percent for the best estimate, and 10 percent for the high estimate.  The estimates of contingent 
resources included herein have not been adjusted for development risk. 
 
Working interest contingent revenue is Ithaca's share of the gross (100 percent) revenue from the properties prior 
to any deductions.  Net contingent cash flow is after deductions for Ithaca's share of royalties, capital costs, 
abandonment costs, operating expenses, and estimates of UK corporate income taxes.  The net contingent cash 
flow has been discounted at annual rates of 0, 5, 10, 15, and 20 percent to indicate the effect of time on the value 
of money; the contingent cash flow, whether discounted or undiscounted, should not be construed as being the fair 
market value of the properties. 
 

ECONOMIC PARAMETERS ___________________________________________________________  
 
As requested, this report has been prepared using oil, NGL, and gas price parameters specified by Ithaca.  Oil and 
NGL prices are based on Brent Crude futures prices and are adjusted by field for quality, transportation fees, and 
market differentials.  Gas prices are based on National Balancing Point futures prices and are adjusted by field for 
energy content, transportation fees, and market differentials.  All prices, before adjustments, along with escalation 
parameters are shown in the following table: 
 

Period  Oil/NGL Price  Gas Price 
Ending  ($/Barrel)  ($/MMBTU) 

     
12-31-2020  060.91  04.806 
12-31-2021  062.76  05.627 
12-31-2022  066.06  05.838 
12-31-2023  070.57  06.198 
12-31-2024  072.94  06.325 
12-31-2025  075.38  06.478 
12-31-2026  077.76  06.620 
12-31-2027  081.54  06.739 
12-31-2028  084.74  06.859 
12-31-2029  088.31  06.982 
12-31-2030  091.38  07.122 
12-31-2031  094.25  07.264 
12-31-2032  097.21  07.410 
12-31-2033  100.91  07.558 
12-31-2034  104.73  07.709 
12-31-2035  107.63  07.863 
12-31-2036  111.32  08.021 
12-31-2037  113.33  08.181 

     

Period  Oil/NGL Price  Gas Price 
Ending  ($/Barrel)  ($/MMBTU) 

     
12-31-2038  115.38  08.345 
12-31-2039  117.84  08.511 
12-31-2040  120.37  08.682 
12-31-2041  122.99  08.855 
12-31-2042  125.70  09.032 
12-31-2043  128.51  09.213 
12-31-2044  131.40  09.397 
12-31-2045  134.40  09.585 
12-31-2046  137.49  09.777 
12-31-2047  140.70  09.973 
12-31-2048  144.01  10.172 
12-31-2049  147.44  10.375 
12-31-2050  150.99  10.583 
12-31-2051  154.01  10.795 

     
Thereafter, escalated 2 percent on 

January 1 of each year. 

Operating costs used in this report are based on operating expense records and estimates of Ithaca.  These costs 
include the per-well overhead expenses allowed under joint operating agreements along with estimates of costs to 
be incurred at and below the district and field levels.  Britannia Field and its satellites (Alder, Brodgar, Callanish, 
and Enochdhu Fields) have a cost sharing agreement to distribute the costs of operating the Britannia platform; 
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Courageous, Harrier, Hurricane, Stella, and Vorlich Fields have a cost sharing agreement to distribute the costs of 
operating the FPF-1 facility; and the Dons fields have a cost sharing agreement to distribute the costs of operating 
the Northern Producer facility.  Operating costs have been divided into field-level costs, per-well costs, per-unit-of-
production costs, and polymer purchase costs; the cost sharing agreement costs are modeled as field-level costs.  
Headquarters general and administrative overhead expenses of Ithaca are included to the extent that they are 
covered under joint operating agreements for the operated properties.  As requested, operating costs are escalated 
2 percent on January 1 of each year throughout the lives of the properties.  
 
Capital costs used in this report were provided by Ithaca and are based on authorizations for expenditure, internal 
planning budgets, and actual costs from recent activity.  Capital costs are included as required for workovers, new 
development wells, and production equipment.  Based on our understanding of future development plans, a review 
of the records provided to us, and our knowledge of similar properties, we regard these estimated capital costs to 
be reasonable.  Abandonment costs used in this report are Ithaca's estimates of the costs to abandon the wells, 
platforms, and production facilities, net of any salvage value.  As requested, capital and abandonment costs are 
escalated 2 percent on January 1 of each year to the date of expenditure.   
 

GENERAL INFORMATION ____________________________________________________________  
 
The tables following the definitions set forth our estimates of reserves and contingent resources by field group; the 
field groups are shown in the following table: 
 

Field Group  Included Fields 
   
Captain and Nutmeg-Surprise  Captain and Nutmeg-Surprise 
Greater Stella Area  Austen, Courageous, Harrier, Hurricane, Stella, and Vorlich 
Other Operated  Alba, Alder, Cook, and Erskine 
Other Nonoperated  Britannia, Brodgar, Broom, Callanish, Dons, Elgin-Franklin, 

Enochdhu, Jade, and Pierce 
 
As shown in the Table of Contents, this report includes tables of revenue, costs, and taxes and summary projections 
of reserves and revenue by reserves category for all properties and for each field group.  Also included are tables 
of cash flow, costs, and taxes and summary projections of resources and cash flow by resources category for all 
properties and for each field group.  
 
This report does not include any value that could be attributed to interests in undeveloped acreage beyond those 
tracts for which undeveloped reserves and contingent resources have been estimated.  For the purposes of this 
report, we did not perform any field inspection of the properties, nor did we examine the mechanical operation or 
condition of the wells and facilities.  We have not investigated possible environmental liability related to the 
properties; however, we are not currently aware of any possible environmental liability that would have any material 
effect on the reserves or resources quantities estimated in this report or the commerciality of such estimates.  
Therefore, our estimates do not include any costs due to such possible liability.   
 
The reserves and contingent resources shown in this report are estimates only and should not be construed as 
exact quantities.  Estimates may increase or decrease as a result of market conditions, future operations, changes 
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in regulations, or actual reservoir performance.  In addition to the primary economic assumptions discussed herein, 
our estimates are based on certain assumptions including, but not limited to, that the properties will be developed 
consistent with current development plans as provided to us by Ithaca, that the properties will be operated in a 
prudent manner, that no governmental regulations or controls will be put in place that would impact the ability of the 
interest owner to recover the volumes, and that our projections of future production will prove consistent with actual 
performance.  If these volumes are recovered, the revenues therefrom and the costs related thereto could be more 
or less than the estimated amounts.  Because of governmental policies and uncertainties of supply and demand, 
the sales rates, prices received, and costs incurred may vary from assumptions made while preparing this report.   
 
For the purposes of this report, we used technical and economic data including, but not limited to, well logs, geologic 
maps, well test data, production data, historical price and cost information, and property ownership interests.  We 
were provided with all the necessary data to prepare the estimates for these properties, and we were not limited 
from access to any material we believe may be relevant.  The reserves and contingent resources in this report have 
been estimated using deterministic methods; these estimates have been prepared in accordance with generally 
accepted petroleum engineering and evaluation principles set forth in the Standards Pertaining to the Estimating 
and Auditing of Oil and Gas Reserves Information promulgated by the SPE (SPE Standards).  We used standard 
engineering and geoscience methods, or a combination of methods, including performance analysis, volumetric 
analysis, analogy, and reservoir modeling, that we considered to be appropriate and necessary to classify, 
categorize, and estimate volumes in accordance with the 2018 PRMS definitions and guidelines.  A portion of the 
reserves shown in this report are for non-producing zones and undeveloped locations, and the contingent resources 
shown in this report are for undeveloped locations.  Such volumes are based on estimates of reservoir volumes 
and recovery efficiencies along with analogy to properties with similar geologic and reservoir characteristics.  As in 
all aspects of oil and gas evaluation, there are uncertainties inherent in the interpretation of engineering and 
geoscience data; therefore, our conclusions necessarily represent only informed professional judgment. 
 
Netherland, Sewell & Associates, Inc. (NSAI) was engaged on September 12, 2019, by Mr. John Horsburgh, 
Subsurface Growth Director of Ithaca, to perform this assessment.  The data used in our estimates were obtained 
from Ithaca, public data sources, and the nonconfidential files of NSAI and were accepted as accurate.  Supporting 
work data are on file in our office.  We have not examined the contractual rights to the properties or independently 
confirmed the actual degree or type of interest owned.  We are independent petroleum engineers, geologists, 
geophysicists, and petrophysicists; we do not own an interest in these properties nor are we employed on a 
contingent basis.  Furthermore, no limitations or restrictions were placed upon NSAI by officials of Delek Group or 
Ithaca. 
 

QUALIFICATIONS ___________________________________________________________________  
 
NSAI performs consulting petroleum engineering services under Texas Board of Professional Engineers 
Registration No. F-2699.  We provide a complete range of geological, geophysical, petrophysical, and engineering 
services, and we have the technical expertise and ability to perform these services in any oil and gas producing 
area in the world.  The staff are familiar with the recognized industry reserves and resources definitions, specifically 
those promulgated by the U.S. Securities and Exchange Commission, by the Alberta Securities Commission, and 
by the SPE, Society of Petroleum Evaluation Engineers, World Petroleum Council, and American Association of 
Petroleum Geologists.  The technical persons primarily responsible for preparing the estimates presented herein 
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meet the requirements regarding qualifications, independence, objectivity, and confidentiality set forth in the SPE 
Standards. 
 
This assessment has been led by Mr. Derek F. Newton and Mr. Shane M. Howell.  Mr. Newton is a Senior Vice 
President and Mr. Howell is a Vice President in the firm's Houston office at 1301 McKinney Street, Suite 3200, 
Houston, Texas 77010, USA.  Mr. Newton is a Licensed Professional Engineer (Texas Registration No. 97689).  
He has been practicing petroleum engineering consulting at NSAI since 1997 and has over 14 years of prior industry 
experience.  Mr. Howell is a Licensed Professional Geoscientist (Texas Registration No. 11276).  He has been 
practicing petroleum geoscience consulting at NSAI since 2005 and has over 7 years of prior industry experience.   

 
 Sincerely, 
 
 NETHERLAND, SEWELL & ASSOCIATES, INC. 
 Texas Registered Engineering Firm F-2699 
 
 
 
   By:   
   C.H. (Scott) Rees III, P.E. 
   Chairman and Chief Executive Officer 
 
 
 
 
 
By:   By:   
 Derek F. Newton, P.E. 97689  Shane M. Howell, P.G. 11276 
 Senior Vice President  Vice President 
 
 
Date Signed:  April 7, 2020 Date Signed:  April 7, 2020 
 
 
DFN:NFH  
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This document contains information excerpted from definitions and guidelines prepared by the Oil and Gas Reserves Committee of the 
Society of Petroleum Engineers (SPE) and reviewed and jointly sponsored by the SPE, World Petroleum Council, American Association 
of Petroleum Geologists, Society of Petroleum Evaluation Engineers, Society of Exploration Geophysicists, Society of Petrophysicists 
and Well Log Analysts, and European Association of Geoscientists & Engineers. 
 

Preamble 

Petroleum resources are the quantities of hydrocarbons naturally occurring on or within the Earth's crust.  Resources assessments 
estimate quantities in known and yet-to-be-discovered accumulations.  Resources evaluations are focused on those quantities that can 
potentially be recovered and marketed by commercial projects.  A petroleum resources management system provides a consistent 
approach to estimating petroleum quantities, evaluating projects, and presenting results within a comprehensive classification 
framework.  
 

This updated PRMS provides fundamental principles for the evaluation and classification of petroleum reserves and resources.  If there 
is any conflict with prior SPE and PRMS guidance, approved training, or the Application Guidelines, the current PRMS shall prevail.  It 
is understood that these definitions and guidelines allow flexibility for entities, governments, and regulatory agencies to tailor application 
for their particular needs; however, any modifications to the guidance contained herein must be clearly identified.  The terms "shall" or 
"must" indicate that a provision herein is mandatory for PRMS compliance, while "should" indicates a recommended practice and "may" 
indicates that a course of action is permissible.  The definitions and guidelines contained in this document must not be construed as 
modifying the interpretation or application of any existing regulatory reporting requirements. 
 

1.0  Basic Principles and Definitions  
1.0.0.1 A classification system of petroleum resources is a fundamental element that provides a common language for communicating 
both the confidence of a project's resources maturation status and the range of potential outcomes to the various entities.  The PRMS 
provides transparency by requiring the assessment of various criteria that allow for the classification and categorization of a project's 
resources.  The evaluation elements consider the risk of geologic discovery and the technical uncertainties together with a determination 
of the chance of achieving the commercial maturation status of a petroleum project. 
 

1.0.0.2 The technical estimation of petroleum resources quantities involves the assessment of quantities and values that have an 
inherent degree of uncertainty.  These quantities are associated with exploration, appraisal, and development projects at various stages 
of design and implementation.  The commercial aspects considered will relate the project's maturity status (e.g., technical, economical, 
regulatory, and legal) to the chance of project implementation. 
 

1.0.0.3 The use of a consistent classification system enhances comparisons between projects, groups of projects, and total company 
portfolios.  The application of PRMS must consider both technical and commercial factors that impact the project's feasibility, its 
productive life, and its related cash flows. 
 

1.1  Petroleum Resources Classification Framework  

1.1.0.1 Petroleum is defined as a naturally occurring mixture 
consisting of hydrocarbons in the gaseous, liquid, or solid state.  
Petroleum may also contain non-hydrocarbons, common examples 
of which are carbon dioxide, nitrogen, hydrogen sulfide, and sulfur.  
In rare cases, non-hydrocarbon content can be greater than 50%. 
 

1.1.0.2 The term resources as used herein is intended to 
encompass all quantities of petroleum naturally occurring within the 
Earth's crust, both discovered and undiscovered (whether 
recoverable or unrecoverable), plus those quantities already 
produced.  Further, it includes all types of petroleum whether 
currently considered as conventional or unconventional resources. 
 

1.1.0.3 Figure 1.1 graphically represents the PRMS resources 
classification system.  The system classifies resources into 
discovered and undiscovered and defines the recoverable 
resources classes: Production, Reserves, Contingent Resources, 
and Prospective Resources, as well as Unrecoverable Petroleum. 
 

1.1.0.4 The horizontal axis reflects the range of uncertainty of 
estimated quantities potentially recoverable from an accumulation 
by a project, while the vertical axis represents the chance of 
commerciality, Pc, which is the chance that a project will be 
committed for development and reach commercial producing status. 
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1.1.0.5 The following definitions apply to the major subdivisions within the resources classification: 

A. Total Petroleum Initially-In-Place (PIIP) is all quantities of petroleum that are estimated to exist originally in naturally occurring 
accumulations, discovered and undiscovered, before production. 

B. Discovered PIIP is the quantity of petroleum that is estimated, as of a given date, to be contained in known accumulations 
before production. 

C. Production is the cumulative quantities of petroleum that have been recovered at a given date.  While all recoverable resources 
are estimated, and production is measured in terms of the sales product specifications, raw production (sales plus non-sales) 
quantities are also measured and required to support engineering analyses based on reservoir voidage (see Section 3.2, 
Production Measurement). 

 

1.1.0.6 Multiple development projects may be applied to each known or unknown accumulation, and each project will be forecast to 
recover an estimated portion of the initially-in-place quantities.  The projects shall be subdivided into commercial, sub-commercial, and 
undiscovered, with the estimated recoverable quantities being classified as Reserves, Contingent Resources, or Prospective Resources 
respectively, as defined below. 

A. 1. Reserves are those quantities of petroleum anticipated to be commercially recoverable by application of development 
projects to known accumulations from a given date forward under defined conditions.  Reserves must satisfy four criteria: 
discovered, recoverable, commercial, and remaining (as of the evaluation's effective date) based on the development project(s) 
applied. 

2. Reserves are recommended as sales quantities as metered at the reference point.  Where the entity also recognizes 
quantities consumed in operations (CiO) (see Section 3.2.2), as Reserves these quantities must be recorded separately.  Non-
hydrocarbon quantities are recognized as Reserves only when sold together with hydrocarbons or CiO associated with 
petroleum production.  If the non-hydrocarbon is separated before sales, it is excluded from Reserves. 

3. Reserves are further categorized in accordance with the range of uncertainty and should be sub-classified based on project 
maturity and/or characterized by development and production status. 

B. Contingent Resources are those quantities of petroleum estimated, as of a given date, to be potentially recoverable from 
known accumulations, by the application of development project(s) not currently considered to be commercial owing to one or 
more contingencies.  Contingent Resources have an associated chance of development.  Contingent Resources may include, 
for example, projects for which there are currently no viable markets, or where commercial recovery is dependent on technology 
under development, or where evaluation of the accumulation is insufficient to clearly assess commerciality.  Contingent 
Resources are further categorized in accordance with the range of uncertainty associated with the estimates and should be 
sub-classified based on project maturity and/or economic status. 

C. Undiscovered PIIP is that quantity of petroleum estimated, as of a given date, to be contained within accumulations yet to be 
discovered. 

D. Prospective Resources are those quantities of petroleum estimated, as of a given date, to be potentially recoverable from 
undiscovered accumulations by application of future development projects.  Prospective Resources have both an associated 
chance of geologic discovery and a chance of development.  Prospective Resources are further categorized in accordance with 
the range of uncertainty associated with recoverable estimates, assuming discovery and development, and may be sub-
classified based on project maturity. 

E. Unrecoverable Resources are that portion of either discovered or undiscovered PIIP evaluated, as of a given date, to be 
unrecoverable by the currently defined project(s).  A portion of these quantities may become recoverable in the future as 
commercial circumstances change, technology is developed, or additional data are acquired.  The remaining portion may never 
be recovered because of physical/chemical constraints represented by subsurface interaction of fluids and reservoir rocks. 

 

1.1.0.7 The sum of Reserves, Contingent Resources, and Prospective Resources may be referred to as "remaining recoverable 
resources."  Importantly, these quantities should not be aggregated without due consideration of the technical and commercial risk 
involved with their classification.  When such terms are used, each classification component of the summation must be provided. 
 

1.1.0.8 Other terms used in resource assessments include the following: 
 

A. Estimated Ultimate Recovery (EUR) is not a resources category or class, but a term that can be applied to an accumulation 
or group of accumulations (discovered or undiscovered) to define those quantities of petroleum estimated, as of a given date, 
to be potentially recoverable plus those quantities already produced from the accumulation or group of accumulations.  For 
clarity, EUR must reference the associated technical and commercial conditions for the resources; for example, proved EUR is 
Proved Reserves plus prior production. 

B. Technically Recoverable Resources (TRR) are those quantities of petroleum producible using currently available technology 
and industry practices, regardless of commercial considerations.  TRR may be used for specific Projects or for groups of 
Projects, or, can be an undifferentiated estimate within an area (often basin-wide) of recovery potential. 
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PROJECT 
(production/cash flow) 
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(ownership/contract terms) 

RESERVOIR 
(in-place volumes) 

Figure 1.2—Resources evaluation 

1.2 Project-Based Resources Evaluations   

1.2.0.1 The resources evaluation process consists of identifying a recovery project or projects associated with one or more petroleum 
accumulations, estimating the quantities of PIIP, estimating that portion of those in-place quantities that can be recovered by each 
project, and classifying the project(s) based on maturity status or chance of commerciality. 
 

1.2.0.2 The concept of a project-based classification system is further clarified by examining the elements contributing to an evaluation 
of net recoverable resources (see Figure 1.2). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1.2.0.3 The reservoir (contains the petroleum accumulation): Key attributes include the types and quantities of PIIP and the fluid and 
rock properties that affect petroleum recovery. 
 

1.2.0.4 The project: A project may constitute the development of a well, a single reservoir, or a small field; an incremental development 
in a producing field; or the integrated development of a field or several fields together with the associated processing facilities (e.g., 
compression).  Within a project, a specific reservoir's development generates a unique production and cash-flow schedule at each level 
of certainty.  The integration of these schedules taken to the project's earliest truncation caused by technical, economic, or the 
contractual limit defines the estimated recoverable resources and associated future net cash flow projections for each project.  The ratio 
of EUR to total PIIP quantities defines the project's recovery efficiency.  Each project should have an associated recoverable resources 
range (low, best, and high estimate). 
 

1.2.0.5 The property (lease or license area): Each property may have unique associated contractual rights and obligations, including 
the fiscal terms.  This information allows definition of each participating entity's share of produced quantities (entitlement) and share of 
investments, expenses, and revenues for each recovery project and the reservoir to which it is applied.  One property may encompass 
many reservoirs, or one reservoir may span several different properties.  A property may contain both discovered and undiscovered 
accumulations that may be spatially unrelated to a potential single field designation. 
 

1.2.0.6 An entity's net recoverable resources are the entitlement share of future production legally accruing under the terms of the 
development and production contract or license. 
 

1.2.0.7 In the context of this relationship, the project is the primary element considered in the resources classification, and the net 
recoverable resources are the quantities derived from each project.  A project represents a defined activity or set of activities to develop 
the petroleum accumulation(s) and the decisions taken to mature the resources to reserves.  In general, it is recommended that an 
individual project has assigned to it a specific maturity level sub-class (See Section 2.1.3.5, Project Maturity Sub-Classes) at which a 
decision is made whether or not to proceed (i.e., spend more money) and there should be an associated range of estimated recoverable 
quantities for the project (See Section 2.2.1, Range of Uncertainty).  For completeness, a developed field is also considered to be a 
project. 
 

1.2.0.8 An accumulation or potential accumulation of petroleum is often subject to several separate and distinct projects that are at 
different stages of exploration or development.  Thus, an accumulation may have recoverable quantities in several resources classes 
simultaneously.  
 

1.2.0.10 Not all technically feasible development projects will be commercial.  The commercial viability of a development project within 
a field's development plan is dependent on a forecast of the conditions that will exist during the time period encompassed by the project 
(see Section 3.1, Assessment of Commerciality).  Conditions include technical, economic (e.g., hurdle rates, commodity prices), 
operating and capital costs, marketing, sales route(s), and legal, environmental, social, and governmental factors forecast to exist and 
impact the project during the time period being evaluated.  While economic factors can be summarized as forecast costs and product 
prices, the underlying influences include, but are not limited to, market conditions (e.g., inflation, market factors, and contingencies), 
exchange rates, transportation and processing infrastructure, fiscal terms, and taxes. 
 

1.2.0.11 The resources being estimated are those quantities producible from a project as measured according to delivery specifications 
at the point of sale or custody transfer (see Section 3.2.1, Reference Point) and may permit forecasts of CiO quantities (see 
Section 3.2.2., Consumed in Operations).  The cumulative production forecast from the effective date forward to cessation of production 
is the remaining recoverable resources quantity (see Section 3.1.1, Net Cash-Flow Evaluation). 
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1.2.0.12 The supporting data, analytical processes, and assumptions describing the technical and commercial basis used in an 
evaluation must be documented in sufficient detail to allow, as needed, a qualified reserves evaluator or qualified reserves auditor to 
clearly understand each project's basis for the estimation, categorization, and classification of recoverable resources quantities and, if 
appropriate, associated commercial assessment. 
 

2.0  Classification and Categorization Guidelines 
 

2.1  Resources Classification  

2.1.0.1 The PRMS classification establishes criteria for the classification of the total PIIP.  A determination of a discovery differentiates 
between discovered and undiscovered PIIP.  The application of a project further differentiates the recoverable from unrecoverable 
resources.  The project is then evaluated to determine its maturity status to allow the classification distinction between commercial and 
sub-commercial projects.  PRMS requires the project's recoverable resources quantities to be classified as either Reserves, Contingent 
Resources, or Prospective Resources. 
 

2.1.1  Determination of Discovery Status  

2.1.1.1 A discovered petroleum accumulation is determined to exist when one or more exploratory wells have established through 
testing, sampling, and/or logging the existence of a significant quantity of potentially recoverable hydrocarbons and thus have 
established a known accumulation.  In the absence of a flow test or sampling, the discovery determination requires confidence in the 
presence of hydrocarbons and evidence of producibility, which may be supported by suitable producing analogs (see Section 4.1.1, 
Analogs).  In this context, "significant" implies that there is evidence of a sufficient quantity of petroleum to justify estimating the in-place 
quantity demonstrated by the well(s) and for evaluating the potential for commercial recovery. 
 

2.1.1.2 Where a discovery has identified potentially recoverable hydrocarbons, but it is not considered viable to apply a project with 
established technology or with technology under development, such quantities may be classified as Discovered Unrecoverable with no 
Contingent Resources.  In future evaluations, as appropriate for petroleum resources management purposes, a portion of these 
unrecoverable quantities may become recoverable resources as either commercial circumstances change or technological 
developments occur. 
 

2.1.2  Determination of Commerciality  

2.1.2.1 Discovered recoverable quantities (Contingent Resources) may be considered commercially mature, and thus attain Reserves 
classification, if the entity claiming commerciality has demonstrated a firm intention to proceed with development.  This means the entity 
has satisfied the internal decision criteria (typically rate of return at or above the weighted average cost-of-capital or the hurdle rate).  
Commerciality is achieved with the entity's commitment to the project and all of the following criteria: 
 

A. Evidence of a technically mature, feasible development plan. 

B. Evidence of financial appropriations either being in place or having a high likelihood of being secured to implement the project. 

C. Evidence to support a reasonable time-frame for development. 

D. A reasonable assessment that the development projects will have positive economics and meet defined investment and 
operating criteria.  This assessment is performed on the estimated entitlement forecast quantities and associated cash flow on 
which the investment decision is made (see Section 3.1.1, Net Cash-Flow Evaluation). 

E. A reasonable expectation that there will be a market for forecast sales quantities of the production required to justify 
development.  There should also be similar confidence that all produced streams (e.g., oil, gas, water, CO2) can be sold, stored, 
re-injected, or otherwise appropriately disposed. 

F. Evidence that the necessary production and transportation facilities are available or can be made available. 

G. Evidence that legal, contractual, environmental, regulatory, and government approvals are in place or will be forthcoming, 
together with resolving any social and economic concerns. 

 

2.1.2.2 The commerciality test for Reserves determination is applied to the best estimate (P50) forecast quantities, which upon qualifying 
all commercial and technical maturity criteria and constraints become the 2P Reserves.  Stricter cases [e.g., low estimate (P90)] may 
be used for decision purposes or to investigate the range of commerciality (see Section 3.1.2, Economic Criteria).  Typically, the low- 
and high-case project scenarios may be evaluated for sensitivities when considering project risk and upside opportunity. 
 

2.1.2.3 To be included in the Reserves class, a project must be sufficiently defined to establish both its technical and commercial viability 
as noted in Section 2.1.2.1.  There must be a reasonable expectation that all required internal and external approvals will be forthcoming 
and evidence of firm intention to proceed with development within a reasonable time-frame.  A reasonable time-frame for the initiation 
of development depends on the specific circumstances and varies according to the scope of the project.  While five years is 
recommended as a benchmark, a longer time-frame could be applied where justifiable; for example, development of economic projects 
that take longer than five years to be developed or are deferred to meet contractual or strategic objectives.  In all cases, the justification 
for classification as Reserves should be clearly documented. 
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2.1.2.4 While PRMS guidelines require financial appropriations evidence, they do not require that project financing be confirmed before 
classifying projects as Reserves.  However, this may be another external reporting requirement.  In many cases, financing is conditional 
upon the same criteria as above.  In general, if there is not a reasonable expectation that financing or other forms of commitment (e.g., 
farm-outs) can be arranged so that the development will be initiated within a reasonable time-frame, then the project should be classified 
as Contingent Resources.  If financing is reasonably expected to be in place at the time of the final investment decision (FID), the 
project's resources may be classified as Reserves. 
 

2.2  Resources Categorization  

2.2.0.1 The horizontal axis in the resources classification in Figure 1.1 defines the range of uncertainty in estimates of the quantities of 
recoverable, or potentially recoverable, petroleum associated with a project or group of projects.  These estimates include the uncertainty 
components as follows: 

A. The total petroleum remaining within the accumulation (in-place resources). 

B. The technical uncertainty in the portion of the total petroleum that can be recovered by applying a defined development project 
or projects (i.e., the technology applied). 

C. Known variations in the commercial terms that may impact the quantities recovered and sold (e.g., market availability; 
contractual changes, such as production rate tiers or product quality specifications) are part of project's scope and are included 
in the horizontal axis, while the chance of satisfying the commercial terms is reflected in the classification (vertical axis). 

 

2.2.0.2 The uncertainty in a project's recoverable quantities is reflected by the 1P, 2P, 3P, Proved (P1), Probable (P2), Possible (P3), 
1C, 2C, 3C, C1, C2, and C3; or 1U, 2U, and 3U resources categories.  The commercial chance of success is associated with resources 
classes or sub-classes and not with the resources categories reflecting the range of recoverable quantities. 
 

2.2.1  Range of Uncertainty 

2.2.1.1 Uncertainty is inherent in a project's resources estimation and is communicated in PRMS by reporting a range of category 
outcomes.  The range of uncertainty of the recoverable and/or potentially recoverable quantities may be represented by either 
deterministic scenarios or by a probability distribution (see Section 4.2, Resources Assessment Methods). 
 

2.2.1.2 When the range of uncertainty is represented by a probability distribution, a low, best, and high estimate shall be provided such 
that: 

A. There should be at least a 90% probability (P90) that the quantities actually recovered will equal or exceed the low estimate. 

B. There should be at least a 50% probability (P50) that the quantities actually recovered will equal or exceed the best estimate. 

C. There should be at least a 10% probability (P10) that the quantities actually recovered will equal or exceed the high estimate. 
 

2.2.1.3 In some projects, the range of uncertainty may be limited, and the three scenarios may result in resources estimates that are 
not significantly different.  In these situations, a single value estimate may be appropriate to describe the expected result. 
 

2.2.1.4 When using the deterministic scenario method, typically there should also be low, best, and high estimates, where such 
estimates are based on qualitative assessments of relative uncertainty using consistent interpretation guidelines.  Under the 
deterministic incremental method, quantities for each confidence segment are estimated discretely (see Section 2.2.2, Category 
Definitions and Guidelines). 
 

2.2.1.5 Project resources are initially estimated using the above uncertainty range forecasts that incorporate the subsurface elements 
together with technical constraints related to wells and facilities.  The technical forecasts then have additional commercial criteria applied 
(e.g., economics and license cutoffs are the most common) to estimate the entitlement quantities attributed and the resources 
classification status: Reserves, Contingent Resources, and Prospective Resources. 
 

2.2.2  Category Definitions and Guidelines   

2.2.2.1 Evaluators may assess recoverable quantities and categorize results by uncertainty using the deterministic incremental method, 
the deterministic scenario (cumulative) method, geostatistical methods, or probabilistic methods (see Section 4.2, Resources 
Assessment Methods).  Also, combinations of these methods may be used. 
 

2.2.2.2 Use of consistent terminology (Figures 1.1 and 2.1) promotes clarity in communication of evaluation results.  For Reserves, the 
general cumulative terms low/best/high forecasts are used to estimate the resulting 1P/2P/3P quantities, respectively.  The associated 
incremental quantities are termed Proved (P1), Probable (P2) and Possible (P3).  Reserves are a subset of, and must be viewed within 
the context of, the complete resources classification system.  While the categorization criteria are proposed specifically for Reserves, 
in most cases, the criteria can be equally applied to Contingent and Prospective Resources.  Upon satisfying the commercial maturity 
criteria for discovery and/or development, the project quantities will then move to the appropriate resources sub-class.  Table 3 provides 
criteria for the Reserves categories determination. 
 

2.2.2.3 For Contingent Resources, the general cumulative terms low/best/high estimates are used to estimate the resulting 1C/2C/3C 
quantities, respectively.  The terms C1, C2, and C3 are defined for incremental quantities of Contingent Resources. 
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2.2.2.4 For Prospective Resources, the general cumulative terms low/best/high estimates also apply and are used to estimate the 
resulting 1U/2U/3U quantities.  No specific terms are defined for incremental quantities within Prospective Resources. 
 

2.2.2.5 Quantities in different classes and sub-classes cannot be aggregated without considering the varying degrees of technical 
uncertainty and commercial likelihood involved with the classification(s) and without considering the degree of dependency between 
them (see Section 4.2.1, Aggregating Resources Classes). 
 

2.2.2.6 Without new technical information, there should be no change in the distribution of technically recoverable resources and the 
categorization boundaries when conditions are satisfied to reclassify a project from Contingent Resources to Reserves. 
 

2.2.2.7 All evaluations require application of a consistent set of forecast conditions, including assumed future costs and prices, for both 
classification of projects and categorization of estimated quantities recovered by each project (see Section 3.1, Assessment of 
Commerciality). 
 
Table 1—Recoverable Resources Classes and Sub-Classes 
 

Class/Sub-Class Definition Guidelines 

Reserves  Reserves are those quantities of 
petroleum anticipated to be 
commercially recoverable by 
application of development 
projects to known accumulations 
from a given date forward under 
defined conditions.   

Reserves must satisfy four criteria: discovered, recoverable, 
commercial, and remaining based on the development project(s) 
applied.  Reserves are further categorized in accordance with the level 
of certainty associated with the estimates and may be sub-classified 
based on project maturity and/or characterized by the development and 
production status. 
 

To be included in the Reserves class, a project must be sufficiently 
defined to establish its commercial viability (see Section 2.1.2, 
Determination of Commerciality).  This includes the requirement that 
there is evidence of firm intention to proceed with development within a 
reasonable time-frame. 
 

A reasonable time-frame for the initiation of development depends on 
the specific circumstances and varies according to the scope of the 
project.  While five years is recommended as a benchmark, a longer 
time-frame could be applied where, for example, development of an 
economic project is deferred at the option of the producer for, among 
other things, market-related reasons or to meet contractual or strategic 
objectives.  In all cases, the justification for classification as Reserves 
should be clearly documented. 
 

To be included in the Reserves class, there must be a high confidence 
in the commercial maturity and economic producibility of the reservoir 
as supported by actual production or formation tests.  In certain cases, 
Reserves may be assigned on the basis of well logs and/or core 
analysis that indicate that the subject reservoir is hydrocarbon-bearing 
and is analogous to reservoirs in the same area that are producing or 
have demonstrated the ability to produce on formation tests. 

On Production  The development project is 
currently producing or capable of 
producing and selling petroleum to 
market. 

The key criterion is that the project is receiving income from sales, 
rather than that the approved development project is necessarily 
complete. Includes Developed Producing Reserves. 
 

The project decision gate is the decision to initiate or continue economic 
production from the project. 

Approved for 
Development  

All necessary approvals have 
been obtained, capital funds have 
been committed, and 
implementation of the 
development project is ready to 
begin or is under way. 

At this point, it must be certain that the development project is going 
ahead.  The project must not be subject to any contingencies, such as 
outstanding regulatory approvals or sales contracts.  Forecast capital 
expenditures should be included in the reporting entity's current or 
following year's approved budget. 
 

The project decision gate is the decision to start investing capital in the 
construction of production facilities and/or drilling development wells. 
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Class/Sub-Class Definition Guidelines 

Justified for 
Development 

Implementation of the 
development project is justified on 
the basis of reasonable forecast 
commercial conditions at the time 
of reporting, and there are 
reasonable expectations that all 
necessary approvals/contracts will 
be obtained. 

To move to this level of project maturity, and hence have Reserves 
associated with it, the development project must be commercially viable 
at the time of reporting (see Section 2.1.2, Determination of 
Commerciality) and the specific circumstances of the project.  All 
participating entities have agreed and there is evidence of a committed 
project (firm intention to proceed with development within a reasonable 
time-frame).  There must be no known contingencies that could 
preclude the development from proceeding (see Reserves class). 
 

The project decision gate is the decision by the reporting entity and its 
partners, if any, that the project has reached a level of technical and 
commercial maturity sufficient to justify proceeding with development at 
that point in time. 

Contingent 
Resources 

Those quantities of petroleum 
estimated, as of a given date, to 
be potentially recoverable from 
known accumulations by 
application of development 
projects, but which are not 
currently considered to be 
commercially recoverable owing 
to one or more contingencies. 

Contingent Resources may include, for example, projects for which 
there are currently no viable markets, where commercial recovery is 
dependent on technology under development, where evaluation of the 
accumulation is insufficient to clearly assess commerciality, where the 
development plan is not yet approved, or where regulatory or social 
acceptance issues may exist. 
 

Contingent Resources are further categorized in accordance with the 
level of certainty associated with the estimates and may be sub-
classified based on project maturity and/or characterized by the 
economic status. 

Development 
Pending 

A discovered accumulation where 
project activities are ongoing to 
justify commercial development in 
the foreseeable future. 

The project is seen to have reasonable potential for eventual 
commercial development, to the extent that further data acquisition 
(e.g., drilling, seismic data) and/or evaluations are currently ongoing 
with a view to confirming that the project is commercially viable and 
providing the basis for selection of an appropriate development plan.  
The critical contingencies have been identified and are reasonably 
expected to be resolved within a reasonable time-frame.  Note that 
disappointing appraisal/evaluation results could lead to a 
reclassification of the project to On Hold or Not Viable status. 
 

The project decision gate is the decision to undertake further data 
acquisition and/or studies designed to move the project to a level of 
technical and commercial maturity at which a decision can be made to 
proceed with development and production. 

Development on 
Hold  

A discovered accumulation where 
project activities are on hold 
and/or where justification as a 
commercial development may be 
subject to significant delay. 

The project is seen to have potential for commercial development. 
Development may be subject to a significant time delay.  Note that a 
change in circumstances, such that there is no longer a probable 
chance that a critical contingency can be removed in the foreseeable 
future, could lead to a reclassification of the project to Not Viable status. 
 

The project decision gate is the decision to either proceed with 
additional evaluation designed to clarify the potential for eventual 
commercial development or to temporarily suspend or delay further 
activities pending resolution of external contingencies. 

Development 
Unclarified 

A discovered accumulation where 
project activities are under 
evaluation and where justification 
as a commercial development is 
unknown based on available 
information. 

The project is seen to have potential for eventual commercial 
development, but further appraisal/evaluation activities are ongoing to 
clarify the potential for eventual commercial development. 
 

This sub-class requires active appraisal or evaluation and should not be 
maintained without a plan for future evaluation.  The sub-class should 
reflect the actions required to move a project toward commercial 
maturity and economic production. 
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Class/Sub-Class Definition Guidelines 

Development Not 
Viable 

A discovered accumulation for 
which there are no current plans 
to develop or to acquire additional 
data at the time because of limited 
production potential. 

The project is not seen to have potential for eventual commercial 
development at the time of reporting, but the theoretically recoverable 
quantities are recorded so that the potential opportunity will be 
recognized in the event of a major change in technology or commercial 
conditions. 
 

The project decision gate is the decision not to undertake further data 
acquisition or studies on the project for the foreseeable future. 

Prospective 
Resources  

Those quantities of petroleum that 
are estimated, as of a given date, 
to be potentially recoverable from 
undiscovered accumulations. 

Potential accumulations are evaluated according to the chance of 
geologic discovery and, assuming a discovery, the estimated quantities 
that would be recoverable under defined development projects.  It is 
recognized that the development programs will be of significantly less 
detail and depend more heavily on analog developments in the earlier 
phases of exploration. 

Prospect  A project associated with a 
potential accumulation that is 
sufficiently well defined to 
represent a viable drilling target. 

Project activities are focused on assessing the chance of geologic 
discovery and, assuming discovery, the range of potential recoverable 
quantities under a commercial development program. 

Lead  A project associated with a 
potential accumulation that is 
currently poorly defined and 
requires more data acquisition 
and/or evaluation to be classified 
as a Prospect. 

Project activities are focused on acquiring additional data and/or 
undertaking further evaluation designed to confirm whether or not the 
Lead can be matured into a Prospect.  Such evaluation includes the 
assessment of the chance of geologic discovery and, assuming 
discovery, the range of potential recovery under feasible development 
scenarios. 

Play  A project associated with a 
prospective trend of potential 
prospects, but that requires more 
data acquisition and/or evaluation 
to define specific Leads or 
Prospects. 

Project activities are focused on acquiring additional data and/or 
undertaking further evaluation designed to define specific Leads or 
Prospects for more detailed analysis of their chance of geologic 
discovery and, assuming discovery, the range of potential recovery 
under hypothetical development scenarios. 

 
Table 2—Reserves Status Definitions and Guidelines 
 

Status Definition Guidelines 

Developed 
Reserves  

Expected quantities to be 
recovered from existing wells 
and facilities. 

Reserves are considered developed only after the necessary equipment 
has been installed, or when the costs to do so are relatively minor 
compared to the cost of a well.  Where required facilities become 
unavailable, it may be necessary to reclassify Developed Reserves as 
Undeveloped.  Developed Reserves may be further sub-classified as 
Producing or Non-producing. 

Developed 
Producing 
Reserves 

Expected quantities to be 
recovered from completion 
intervals that are open and 
producing at the effective date of 
the estimate. 

Improved recovery Reserves are considered producing only after the 
improved recovery project is in operation. 

Developed  
Non-Producing 
Reserves  

Shut-in and behind-pipe 
Reserves. 

Shut-in Reserves are expected to be recovered from (1) completion 
intervals that are open at the time of the estimate but which have not yet 
started producing, (2) wells which were shut-in for market conditions or 
pipeline connections, or (3) wells not capable of production for 
mechanical reasons.  Behind-pipe Reserves are expected to be 
recovered from zones in existing wells that will require additional 
completion work or future re-completion before start of production with 
minor cost to access these reserves. 
 

In all cases, production can be initiated or restored with relatively low 
expenditure compared to the cost of drilling a new well. 
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Status Definition Guidelines 

Undeveloped 
Reserves  

Quantities expected to be 
recovered through future 
significant investments. 

Undeveloped Reserves are to be produced (1) from new wells on 
undrilled acreage in known accumulations, (2) from deepening existing 
wells to a different (but known) reservoir, (3) from infill wells that will 
increase recovery, or (4) where a relatively large expenditure (e.g., 
when compared to the cost of drilling a new well) is required to 
(a) recomplete an existing well or (b) install production or transportation 
facilities for primary or improved recovery projects. 

 
Table 3—Reserves Category Definitions and Guidelines 
 

Category Definition Guidelines 

Proved Reserves Those quantities of petroleum 
that, by analysis of geoscience 
and engineering data, can be 
estimated with reasonable 
certainty to be commercially 
recoverable from a given date 
forward from known reservoirs 
and under defined economic 
conditions, operating methods, 
and government regulations. 

If deterministic methods are used, the term "reasonable certainty" is 
intended to express a high degree of confidence that the quantities will 
be recovered.  If probabilistic methods are used, there should be at 
least a 90% probability (P90) that the quantities actually recovered will 
equal or exceed the estimate. 
 

The area of the reservoir considered as Proved includes (1) the area 
delineated by drilling and defined by fluid contacts, if any, and 
(2) adjacent undrilled portions of the reservoir that can reasonably be 
judged as continuous with it and commercially productive on the basis 
of available geoscience and engineering data. 
 

In the absence of data on fluid contacts, Proved quantities in a reservoir 
are limited by the LKH as seen in a well penetration unless otherwise 
indicated by definitive geoscience, engineering, or performance data.  
Such definitive information may include pressure gradient analysis and 
seismic indicators.  Seismic data alone may not be sufficient to define 
fluid contacts for Proved reserves. 
 

Reserves in undeveloped locations may be classified as Proved 
provided that: 

A. The locations are in undrilled areas of the reservoir that can 
be judged with reasonable certainty to be commercially 
mature and economically productive. 

B. Interpretations of available geoscience and engineering data 
indicate with reasonable certainty that the objective formation 
is laterally continuous with drilled Proved locations. 

 

For Proved Reserves, the recovery efficiency applied to these 
reservoirs should be defined based on a range of possibilities 
supported by analogs and sound engineering judgment considering the 
characteristics of the Proved area and the applied development 
program. 

Probable Reserves  Those additional Reserves that 
analysis of geoscience and 
engineering data indicates are 
less likely to be recovered than 
Proved Reserves but more 
certain to be recovered than 
Possible Reserves. 

It is equally likely that actual remaining quantities recovered will be 
greater than or less than the sum of the estimated Proved plus Probable 
Reserves (2P).  In this context, when probabilistic methods are used, 
there should be at least a 50% probability that the actual quantities 
recovered will equal or exceed the 2P estimate. 
 

Probable Reserves may be assigned to areas of a reservoir adjacent 
to Proved where data control or interpretations of available data are 
less certain.  The interpreted reservoir continuity may not meet the 
reasonable certainty criteria. 
 

Probable estimates also include incremental recoveries associated with 
project recovery efficiencies beyond that assumed for Proved. 
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Category Definition Guidelines 

Possible Reserves  Those additional reserves that 
analysis of geoscience and 
engineering data indicates are 
less likely to be recoverable than 
Probable Reserves. 

The total quantities ultimately recovered from the project have a low 
probability to exceed the sum of Proved plus Probable plus Possible 
(3P), which is equivalent to the high-estimate scenario.  When 
probabilistic methods are used, there should be at least a 10% 
probability (P10) that the actual quantities recovered will equal or 
exceed the 3P estimate. 
 

Possible Reserves may be assigned to areas of a reservoir adjacent to 
Probable where data control and interpretations of available data are 
progressively less certain.  Frequently, this may be in areas where 
geoscience and engineering data are unable to clearly define the area 
and vertical reservoir limits of economic production from the reservoir 
by a defined, commercially mature project. 
 

Possible estimates also include incremental quantities associated with 
project recovery efficiencies beyond that assumed for Probable. 

Probable and 
Possible Reserves  

See above for separate criteria 
for Probable Reserves and 
Possible Reserves.  

The 2P and 3P estimates may be based on reasonable alternative 
technical interpretations within the reservoir and/or subject project that 
are clearly documented, including comparisons to results in successful 
similar projects. 
 

In conventional accumulations, Probable and/or Possible Reserves 
may be assigned where geoscience and engineering data identify 
directly adjacent portions of a reservoir within the same accumulation 
that may be separated from Proved areas by minor faulting or other 
geological discontinuities and have not been penetrated by a wellbore 
but are interpreted to be in communication with the known (Proved) 
reservoir. Probable or Possible Reserves may be assigned to areas 
that are structurally higher than the Proved area.  Possible (and in some 
cases, Probable) Reserves may be assigned to areas that are 
structurally lower than the adjacent Proved or 2P area. 
 

Caution should be exercised in assigning Reserves to adjacent 
reservoirs isolated by major, potentially sealing faults until this reservoir 
is penetrated and evaluated as commercially mature and economically 
productive.  Justification for assigning Reserves in such cases should 
be clearly documented.  Reserves should not be assigned to areas that 
are clearly separated from a known accumulation by non-productive 
reservoir (i.e., absence of reservoir, structurally low reservoir, or 
negative test results); such areas may contain Prospective Resources. 
 

In conventional accumulations, where drilling has defined a highest 
known oil elevation and there exists the potential for an associated gas 
cap, Proved Reserves of oil should only be assigned in the structurally 
higher portions of the reservoir if there is reasonable certainty that such 
portions are initially above bubble point pressure based on documented 
engineering analyses.  Reservoir portions that do not meet this certainty 
may be assigned as Probable and Possible oil and/or gas based on 
reservoir fluid properties and pressure gradient interpretations. 

 



SUMMARY OF RESERVES
UNITED KINGDOM SECTOR OF THE NORTH SEA

ITHACA ENERGY (UK) LIMITED INTEREST
AS OF DECEMBER 31, 2019

Gross (100%) Reserves Working Interest Reserves
(1)Heavy Oil(1) Light Oil Gas (1)Heavy Oil(1) Light Oil Gas NGL Equivalent

Field Group/Category (MBBL) (MBBL) (MMCF) (MBBL) (MBBL) (MMCF) (MBBL) (MBOE)

CAPTAIN AND NUTMEG-SURPRISE

Proved (1P) 66,327.2 0.0 11,925.9 56,378.1 0.0 1,763.8 0.0 56,682.2

Probable 37,393.3 0.0 7,140.5 31,784.3 0.0 1,056.1 0.0 31,966.4

Proved + Probable (2P) 103,720.5 0.0 19,066.4 88,162.4 0.0 2,819.9 0.0 88,648.6

Possible 55,527.5 0.0 9,725.2 47,198.4 0.0 1,438.4 0.0 47,446.4

Proved + Probable + Possible (3P) 159,248.0 0.0 28,791.5 135,360.8 0.0 4,258.3 0.0 136,095.0

GREATER STELLA AREA

Proved (1P) 0.0 10,341.3 129,830.5 0.0 6,358.7 71,366.4 3,681.7 22,344.9

Probable 0.0 6,816.1 69,066.0 0.0 4,118.1 42,842.1 2,006.6 13,511.2

Proved + Probable (2P) 0.0 17,157.3 198,896.5 0.0 10,476.8 114,208.5 5,688.3 35,856.2

Possible 0.0 8,968.9 77,050.3 0.0 5,376.0 51,527.3 2,282.1 16,542.0

Proved + Probable + Possible (3P) 0.0 26,126.3 275,946.8 0.0 15,852.7 165,735.9 7,970.3 52,398.2

OTHER OPERATED

Proved (1P) 17,408.9 17,636.6 80,486.8 4,068.5 10,326.5 43,022.4 739.8 22,552.5

Probable 12,257.2 13,264.0 38,184.8 2,864.5 7,811.2 21,269.1 454.1 14,796.9

Proved + Probable (2P) 29,666.1 30,900.6 118,671.6 6,933.0 18,137.8 64,291.4 1,193.8 37,349.3

Possible 16,912.9 14,679.6 42,285.7 3,952.6 8,647.4 22,124.0 410.4 16,824.9

Proved + Probable + Possible (3P) 46,579.0 45,580.3 160,957.3 10,885.5 26,785.3 86,415.4 1,604.3 54,174.3

OTHER NONOPERATED

Proved (1P) 0.0 150,803.2 1,270,372.0 0.0 9,484.9 114,402.5 3,165.2 32,374.7

Probable 0.0 53,231.1 363,683.1 0.0 4,640.4 36,680.9 1,082.3 12,046.9

Proved + Probable (2P) 0.0 204,034.3 1,634,055.1 0.0 14,125.3 151,083.4 4,247.5 44,421.6

Possible 0.0 76,794.0 512,887.4 0.0 7,157.7 50,804.7 1,560.1 17,477.2

Proved + Probable + Possible (3P) 0.0 280,828.3 2,146,942.5 0.0 21,283.0 201,888.1 5,807.6 61,898.8

ALL FIELD GROUPS

Proved (1P) 83,736.0 178,781.2 1,492,615.2 60,446.6 26,170.1 230,555.1 7,586.7 133,954.3

Probable 49,650.5 73,311.2 478,074.4 34,648.8 16,569.7 101,848.1 3,542.9 72,321.5

Proved + Probable (2P) 133,386.6 252,092.3 1,970,689.6 95,095.4 42,739.9 332,403.2 11,129.6 206,275.7

Possible 72,440.4 100,442.5 641,948.6 51,150.9 21,181.1 125,894.4 4,252.6 98,290.5

Proved + Probable + Possible (3P) 205,827.0 352,534.8 2,612,638.1 146,246.3 63,921.0 458,297.6 15,382.2 304,566.2

Totals may not add because of rounding.

(1) Heavy oil is defined as having a gravity less than 23 degrees API.

Note: Reserves categorization conveys the relative degree of certainty; reserves subcategorization is based on development and production status. The estimates of reserves
          iincluded herein have not been adjusted for risk.

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.



SUMMARY OF CONTINGENT RESOURCES
UNITED KINGDOM SECTOR OF THE NORTH SEA

ITHACA ENERGY (UK) LIMITED INTEREST
AS OF DECEMBER 31, 2019

Gross (100%) Contingent Resources Working Interest Contingent Resources
(1)Heavy Oil(1) Light Oil Gas (1)Heavy Oil(1) Light Oil Gas NGL Equivalent

Field Group/Category (MBBL) (MBBL) (MMCF) (MBBL) (MBBL) (MMCF) (MBBL) (MBOE)

CAPTAIN AND NUTMEG-SURPRISE 

Low Estimate (1C) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Best Estimate (2C) 29,634.2 2,005.0 4,237.1 27,016.2 2,005.0 668.9 0.0 29,136.6
High Estimate (3C) 61,025.5 3,592.0 8,435.8 56,180.9 3,592.0 1,341.4 0.0 60,004.1

GREATER STELLA AREA 

Low Estimate (1C) 0.0 5,282.2 45,282.1 0.0 3,270.0 21,534.9 845.7 7,828.7
Best Estimate (2C) 0.0 16,972.9 132,315.0 0.0 13,801.6 99,129.7 1,211.2 32,104.1
High Estimate (3C) 0.0 25,951.0 210,690.3 0.0 19,546.5 148,119.0 2,380.2 47,464.4

OTHER OPERATED 

Low Estimate (1C) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Best Estimate (2C) 4,585.3 2,061.7 17,181.0 1,071.6 1,030.9 8,264.1 174.8 3,702.0
High Estimate (3C) 8,145.5 7,321.8 55,547.2 1,903.6 4,558.3 33,557.0 672.4 12,920.0

OTHER NONOPERATED

Low Estimate (1C) 0.0 2,984.8 27,455.1 0.0 223.3 1,704.5 201.9 719.0
Best Estimate (2C) 0.0 10,448.1 56,440.6 0.0 777.4 2,926.7 239.8 1,521.8
High Estimate (3C) 0.0 17,552.1 66,385.5 0.0 2,027.2 3,488.4 282.1 2,910.8

ALL FIELD GROUPS

Low Estimate (1C) 0.0 8,267.0 72,737.2 0.0 3,493.3 23,239.5 1,047.6 8,547.7
Best Estimate (2C) 34,219.5 31,487.6 210,173.7 28,087.8 17,614.9 110,989.4 1,625.8 66,464.5
High Estimate (3C) 69,170.9 54,417.0 341,058.8 58,084.4 29,724.0 186,505.7 3,334.7 123,299.3

(1) Heavy oil is defined as having a gravity less than 23 degrees API.

 

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.  
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REVENUE, COSTS, AND TAXES 



Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 1,087,747.7 3,194.2 178,743.2 0.0 450,535.8 455,274.4 0.0 455,274.4 445,251.0 435,996.1 427,418.7 419,441.7

12-31-2021 1,110,730.0 1,901.4 333,940.5 0.0 410,188.7 364,699.3 0.0 364,699.3 338,243.5 314,889.8 294,152.5 275,639.1

12-31-2022 1,160,901.8 3,122.6 189,763.8 30,185.1 417,895.4 519,934.8 0.0 519,934.8 460,105.2 409,581.8 366,577.6 329,708.2

12-31-2023 1,020,861.2 2,161.0 215,945.5 30,788.8 414,831.1 357,134.8 0.0 357,134.8 301,549.5 256,697.2 220,140.3 190,070.8

12-31-2024 876,328.0 1,716.6 70,308.1 2,364.0 410,434.5 391,504.8 0.0 391,504.8 314,819.5 255,786.0 209,787.2 173,546.9

12-31-2025 783,336.9 1,449.2 2,501.5 13,265.8 385,743.7 380,376.7 34,241.4 346,135.3 264,655.0 204,936.8 160,536.0 127,088.9

12-31-2026 686,756.3 1,251.6 23,897.6 11,071.6 344,008.6 306,526.9 91,958.1 214,568.9 156,440.3 115,772.0 86,846.3 65,961.0

12-31-2027 492,898.1 747.7 28,795.4 40,633.7 297,646.3 125,075.0 37,522.5 87,552.5 60,875.1 43,061.0 30,940.9 22,552.8

12-31-2028 268,675.0 0.0 0.0 188,406.1 204,070.5 -123,801.6 -49,520.6 -74,280.9 -47,050.6 -30,405.8 -20,010.6 -13,390.1

12-31-2029 98,406.5 0.0 0.0 193,614.9 85,119.3 -180,327.7 -72,131.1 -108,196.6 -66,231.4 -41,466.1 -26,499.1 -17,255.2

12-31-2030 13,440.2 0.0 0.0 263,458.7 6,785.0 -256,803.5 -102,721.4 -154,082.1 -91,730.7 -55,947.1 -34,882.4 -22,191.4

12-31-2031 11,940.3 0.0 0.0 223,245.8 6,768.8 -218,074.3 -87,229.7 -130,844.6 -73,995.2 -42,972.4 -25,567.4 -15,552.4

12-31-2032 11,038.6 0.0 0.0 129,176.6 6,812.3 -124,950.4 -49,980.2 -74,970.2 -40,990.6 -23,048.3 -13,294.5 -7,849.5

12-31-2033 10,655.5 0.0 0.0 131,760.1 6,907.0 -128,011.6 -51,204.7 -76,807.0 -39,994.2 -21,465.4 -11,842.9 -6,701.0

12-31-2034 10,294.0 0.0 0.0 0.0 7,006.1 3,287.9 986.4 2,301.5 1,135.8 579.3 304.5 164.5

12-31-2035 9,895.7 0.0 0.0 0.0 7,109.5 2,786.2 835.9 1,950.4 916.8 446.4 224.5 116.3

12-31-2036 9,556.2 0.0 0.0 0.0 7,217.0 2,339.1 701.7 1,637.4 733.1 340.8 164.0 81.4

12-31-2037 9,148.8 0.0 0.0 0.0 7,328.7 1,820.2 546.0 1,274.1 543.5 241.2 111.0 52.8

12-31-2038 8,764.8 0.0 0.0 0.0 7,444.3 1,320.5 396.1 924.3 375.7 159.3 70.2 32.0

12-31-2039 7,732.9 0.0 0.0 0.0 7,465.3 267.6 80.3 187.3 73.7 30.3 12.9 5.7

12-31-2040 0.0 0.0 0.0 17,064.0 0.0 -17,064.0 -6,825.6 -10,238.4 -3,626.7 -1,347.3 -522.7 -211.0

12-31-2041 0.0 0.0 0.0 17,405.2 0.0 -17,405.2 -6,962.1 -10,443.1 -3,523.1 -1,249.3 -463.6 -179.3

12-31-2042 0.0 0.0 0.0 17,753.3 0.0 -17,753.3 -7,101.3 -10,652.0 -3,422.4 -1,158.5 -411.2 -152.4

12-31-2043 0.0 0.0 0.0 18,108.4 0.0 -18,108.4 -7,243.4 -10,865.0 -3,324.6 -1,074.2 -364.7 -129.6

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 7,689,108.6 15,544.4 1,043,895.7 1,328,302.3 3,491,318.2 1,810,048.0 -273,651.6 2,083,699.7 1,971,828.1 1,818,383.6 1,663,427.3 1,520,850.1

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROVED (1P) RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 1



 Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 196,495.5 628.6 0.0 0.0 3,911.5 191,955.4 0.0 191,955.4 186,738.7 181,929.4 177,478.9 173,346.0

12-31-2021 317,925.5 901.3 0.0 0.0 24,637.6 292,386.6 0.0 292,386.6 271,587.3 253,182.1 236,801.9 222,147.4

12-31-2022 328,587.5 -363.9 0.0 -30,185.1 49,134.9 310,001.6 0.0 310,001.6 274,532.7 244,542.7 218,986.6 197,053.2

12-31-2023 480,250.2 1,003.4 0.0 -30,788.8 45,536.6 464,499.0 180,329.8 284,169.2 239,252.5 203,087.1 173,674.4 149,533.9

12-31-2024 546,824.6 1,617.4 0.0 29,040.6 69,699.0 446,467.6 293,397.4 153,070.2 122,725.1 99,432.2 81,332.3 67,109.9

12-31-2025 557,332.4 1,100.5 0.0 18,766.9 104,600.1 432,864.9 290,898.9 141,966.1 108,578.8 84,101.7 65,897.8 52,181.3

12-31-2026 507,332.5 893.3 0.0 -8,612.0 123,077.3 391,973.9 185,948.7 206,025.2 150,396.2 111,426.2 83,674.9 63,615.0

12-31-2027 413,955.7 1,137.4 0.0 -26,831.9 108,572.2 331,078.0 143,139.0 187,939.0 130,888.6 92,716.8 66,700.5 48,667.5

12-31-2028 370,304.4 1,660.1 0.0 -176,887.3 173,305.1 372,226.5 148,890.6 223,335.9 146,145.2 97,560.1 66,320.6 45,839.4

12-31-2029 347,369.3 1,463.9 0.0 -181,865.7 234,544.2 293,226.9 117,290.8 175,936.2 109,124.8 69,215.3 44,804.9 29,548.7

12-31-2030 248,244.3 341.1 0.0 -150,506.6 182,667.6 215,742.3 86,296.9 129,445.4 77,819.6 47,908.5 30,139.5 19,340.0

12-31-2031 199,085.0 0.0 0.0 -21,808.8 155,669.3 65,224.5 26,089.8 39,134.7 22,273.2 13,017.6 7,794.2 4,771.0

12-31-2032 155,223.3 0.0 0.0 72,313.8 138,121.9 -55,212.4 -22,085.0 -33,127.5 -17,061.8 -9,042.1 -4,917.8 -2,738.4

12-31-2033 46,442.0 0.0 0.0 12,009.4 41,203.0 -6,770.4 -2,708.1 -4,062.2 -1,267.5 -257.6 75.3 157.7

12-31-2034 2,054.5 0.0 0.0 175,885.3 197.4 -174,028.2 -69,282.5 -104,745.7 -52,340.4 -27,010.0 -14,353.5 -7,835.2

12-31-2035 116.7 0.0 0.0 137,083.2 7.2 -136,973.7 -54,510.9 -82,462.9 -39,203.6 -19,292.6 -9,797.6 -5,121.0

12-31-2036 101.6 0.0 0.0 128,976.8 6.2 -128,881.4 -51,318.7 -77,562.8 -35,262.9 -16,627.1 -8,104.9 -4,072.7

12-31-2037 87.6 0.0 0.0 131,556.4 5.4 -131,474.1 -52,407.6 -79,066.5 -34,235.1 -15,408.8 -7,184.5 -3,459.9

12-31-2038 75.5 0.0 0.0 0.0 4.6 70.9 160.4 -89.5 -36.3 -15.3 -6.7 -3.1

12-31-2039 509.1 0.0 0.0 0.0 68.6 440.5 203.0 237.5 92.5 37.7 16.0 7.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 4,718,317.5 10,383.0 0.0 78,146.1 1,454,969.9 3,174,818.5 1,220,332.4 1,954,486.1 1,660,747.6 1,410,503.7 1,209,332.8 1,050,087.7

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROBABLE RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 2



Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 1,284,243.2 3,822.8 178,743.2 0.0 454,447.3 647,229.9 0.0 647,229.9 631,989.6 617,925.5 604,897.5 592,787.7

12-31-2021 1,428,655.6 2,802.8 333,940.5 0.0 434,826.4 657,085.9 0.0 657,085.9 609,830.7 568,071.9 530,954.4 497,786.5

12-31-2022 1,489,489.3 2,758.7 189,763.8 0.0 467,030.4 829,936.4 0.0 829,936.4 734,637.9 654,124.5 585,564.2 526,761.3

12-31-2023 1,501,111.5 3,164.4 215,945.5 0.0 460,367.8 821,633.8 180,329.8 641,304.0 540,802.1 459,784.2 393,814.7 339,604.6

12-31-2024 1,423,152.6 3,333.9 70,308.1 31,404.6 480,133.5 837,972.4 293,397.4 544,575.0 437,544.7 355,218.2 291,119.5 240,656.7

12-31-2025 1,340,669.4 2,549.8 2,501.5 32,032.7 490,343.8 813,241.6 325,140.3 488,101.3 373,233.7 289,038.5 226,433.9 179,270.2

12-31-2026 1,194,088.7 2,144.8 23,897.6 2,459.5 467,085.9 698,500.8 277,906.7 420,594.1 306,836.6 227,198.2 170,521.3 129,576.0

12-31-2027 906,853.8 1,885.1 28,795.4 13,801.7 406,218.5 456,153.0 180,661.5 275,491.5 191,763.6 135,777.9 97,641.4 71,220.3

12-31-2028 638,979.5 1,660.1 0.0 11,518.9 377,375.6 248,424.9 99,370.0 149,055.0 99,094.6 67,154.3 46,310.1 32,449.3

12-31-2029 445,775.8 1,463.9 0.0 11,749.3 319,663.5 112,899.2 45,159.7 67,739.5 42,893.4 27,749.2 18,305.7 12,293.6

12-31-2030 261,684.5 341.1 0.0 112,952.1 189,452.6 -41,061.2 -16,424.5 -24,636.7 -13,911.1 -8,038.7 -4,742.9 -2,851.4

12-31-2031 211,025.3 0.0 0.0 201,437.0 162,438.1 -152,849.7 -61,139.9 -91,709.8 -51,722.0 -29,954.9 -17,773.2 -10,781.4

12-31-2032 166,261.9 0.0 0.0 201,490.4 144,934.3 -180,162.8 -72,065.1 -108,097.7 -58,052.5 -32,090.4 -18,212.3 -10,588.0

12-31-2033 57,097.6 0.0 0.0 143,769.5 48,110.1 -134,782.0 -53,912.8 -80,869.2 -41,261.7 -21,723.0 -11,767.6 -6,543.3

12-31-2034 12,348.5 0.0 0.0 175,885.3 7,203.5 -170,740.3 -68,296.1 -102,444.2 -51,204.6 -26,430.7 -14,048.9 -7,670.6

12-31-2035 10,012.4 0.0 0.0 137,083.2 7,116.7 -134,187.5 -53,675.0 -80,512.5 -38,286.8 -18,846.2 -9,573.2 -5,004.8

12-31-2036 9,657.8 0.0 0.0 128,976.8 7,223.3 -126,542.3 -50,616.9 -75,925.4 -34,529.7 -16,286.2 -7,940.9 -3,991.3

12-31-2037 9,236.5 0.0 0.0 131,556.4 7,334.0 -129,653.9 -51,861.6 -77,792.4 -33,691.6 -15,167.6 -7,073.5 -3,407.0

12-31-2038 8,840.3 0.0 0.0 0.0 7,448.9 1,391.4 556.5 834.8 339.4 143.9 63.4 28.9

12-31-2039 8,242.0 0.0 0.0 0.0 7,534.0 708.1 283.2 424.8 166.2 67.9 28.9 12.7

12-31-2040 0.0 0.0 0.0 17,064.0 0.0 -17,064.0 -6,825.6 -10,238.4 -3,626.7 -1,347.3 -522.7 -211.0

12-31-2041 0.0 0.0 0.0 17,405.2 0.0 -17,405.2 -6,962.1 -10,443.1 -3,523.1 -1,249.3 -463.6 -179.3

12-31-2042 0.0 0.0 0.0 17,753.3 0.0 -17,753.3 -7,101.3 -10,652.0 -3,422.4 -1,158.5 -411.2 -152.4

12-31-2043 0.0 0.0 0.0 18,108.4 0.0 -18,108.4 -7,243.4 -10,865.0 -3,324.6 -1,074.2 -364.7 -129.6

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 12,407,426.1 25,927.4 1,043,895.7 1,406,448.4 4,946,288.1 4,984,866.6 946,680.8 4,038,185.8 3,632,575.7 3,228,887.3 2,872,760.1 2,570,937.8

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROVED + PROBABLE (2P) RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 3



Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 167,063.1 244.5 0.0 0.0 3,897.3 162,921.4 0.0 162,921.4 158,717.3 154,839.2 151,248.0 147,911.1

12-31-2021 292,815.2 -274.5 0.0 0.0 -2,948.0 296,037.7 0.0 296,037.7 274,639.9 255,725.1 238,908.2 223,877.7

12-31-2022 326,770.6 -770.1 0.0 0.0 7,228.9 320,311.8 167,620.9 152,690.9 135,266.2 120,530.4 107,970.8 97,189.5

12-31-2023 390,770.9 -1,194.9 0.0 0.0 40,159.2 351,806.6 247,412.8 104,393.8 87,780.4 74,424.3 63,577.5 54,686.7

12-31-2024 597,411.0 317.4 0.0 -31,404.6 73,466.9 555,031.3 259,409.8 295,621.5 236,976.2 191,960.7 156,982.7 129,499.8

12-31-2025 606,347.3 2,455.5 0.0 -32,032.7 69,411.0 566,513.5 226,605.4 339,908.1 260,417.9 202,040.5 158,553.4 125,734.9

12-31-2026 553,862.7 2,190.4 0.0 -2,459.5 72,725.9 481,405.9 192,562.4 288,843.5 210,575.5 155,817.8 116,872.5 88,754.3

12-31-2027 522,949.2 1,646.7 0.0 19,525.1 106,635.6 395,141.7 158,056.7 237,085.0 164,318.3 115,866.5 82,994.7 60,308.7

12-31-2028 485,364.1 1,417.7 0.0 22,474.5 110,061.7 351,410.2 140,564.1 210,846.1 139,156.6 93,652.6 64,158.8 44,673.8

12-31-2029 423,715.9 1,301.6 0.0 -11,749.3 103,894.6 330,268.9 132,107.6 198,161.3 124,811.9 80,336.0 52,740.0 35,254.4

12-31-2030 439,267.6 2,180.7 0.0 -98,305.6 178,147.6 357,244.8 142,897.9 214,346.9 127,717.5 77,965.7 48,656.2 30,984.0

12-31-2031 384,911.0 2,317.0 0.0 -186,497.5 176,462.8 392,628.7 157,051.5 235,577.2 133,898.1 78,140.9 46,711.5 28,544.3

12-31-2032 366,466.7 2,131.9 0.0 -189,022.0 190,118.1 363,238.8 145,295.5 217,943.3 117,792.5 65,519.9 37,411.0 21,878.8

12-31-2033 325,994.5 511.8 0.0 -38,181.1 191,289.9 172,373.8 68,949.5 103,424.3 53,625.5 28,672.9 15,766.3 8,894.3

12-31-2034 299,147.0 0.0 0.0 14,604.9 201,082.2 83,459.9 33,384.0 50,076.0 25,768.5 13,654.1 7,432.0 4,146.5

12-31-2035 256,370.4 0.0 0.0 57,216.7 176,193.6 22,960.1 9,184.0 13,776.1 7,319.8 3,953.4 2,173.6 1,216.9

12-31-2036 198,220.2 0.0 0.0 23,592.5 136,329.5 38,298.1 15,319.2 22,978.9 11,717.9 6,077.5 3,211.6 1,730.1

12-31-2037 174,000.2 0.0 0.0 -76,461.8 136,049.8 114,412.2 45,764.9 68,647.3 30,050.3 13,661.6 6,429.0 3,122.7

12-31-2038 154,839.1 0.0 0.0 36,481.4 136,535.7 -18,178.1 -7,271.2 -10,906.8 -4,234.2 -1,714.4 -721.1 -314.1

12-31-2039 122,703.0 0.0 0.0 37,211.1 115,373.2 -29,881.3 -11,952.5 -17,928.8 -6,768.8 -2,672.6 -1,099.3 -469.4

12-31-2040 0.0 0.0 0.0 139,608.7 0.0 -139,608.7 -55,843.5 -83,765.2 -30,081.8 -11,326.3 -4,452.3 -1,820.6

12-31-2041 0.0 0.0 0.0 142,400.8 0.0 -142,400.8 -56,960.3 -85,440.5 -29,222.3 -10,502.6 -3,949.0 -1,547.5

12-31-2042 0.0 0.0 0.0 145,248.8 0.0 -145,248.8 -58,099.5 -87,149.3 -28,387.4 -9,738.7 -3,502.6 -1,315.4

12-31-2043 0.0 0.0 0.0 148,153.8 0.0 -148,153.8 -59,261.5 -88,892.3 -27,576.3 -9,030.5 -3,106.7 -1,118.1

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 7,088,989.5 14,475.8 0.0 120,404.3 2,222,115.6 4,731,993.8 1,892,797.5 2,839,196.3 2,174,279.4 1,687,854.0 1,344,966.8 1,101,823.6

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

POSSIBLE RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 4



Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 1,451,306.3 4,067.3 178,743.2 0.0 458,344.6 810,151.3 0.0 810,151.3 790,707.0 772,764.6 756,145.5 740,698.8

12-31-2021 1,721,470.8 2,528.2 333,940.5 0.0 431,878.4 953,123.6 0.0 953,123.6 884,470.6 823,797.0 769,862.6 721,664.2

12-31-2022 1,816,259.9 1,988.6 189,763.8 0.0 474,259.3 1,150,248.2 167,620.9 982,627.3 869,904.1 774,654.9 693,535.0 623,950.9

12-31-2023 1,891,882.4 1,969.5 215,945.5 0.0 500,527.0 1,173,440.4 427,742.6 745,697.9 628,582.5 534,208.5 457,392.1 394,291.3

12-31-2024 2,020,563.5 3,651.3 70,308.1 0.0 553,600.4 1,393,003.7 552,807.2 840,196.5 674,520.8 547,178.8 448,102.2 370,156.6

12-31-2025 1,947,016.6 5,005.3 2,501.5 0.0 559,754.8 1,379,755.1 551,745.7 828,009.4 633,651.7 491,079.1 384,987.3 305,005.1

12-31-2026 1,747,951.4 4,335.2 23,897.6 0.0 539,811.8 1,179,906.7 470,469.1 709,437.6 517,412.1 383,016.0 287,393.8 218,330.3

12-31-2027 1,429,802.9 3,531.9 28,795.4 33,326.8 512,854.1 851,294.7 338,718.2 512,576.5 356,081.9 251,644.4 180,636.1 131,528.9

12-31-2028 1,124,343.5 3,077.8 0.0 33,993.4 487,437.3 599,835.1 239,934.0 359,901.1 238,251.1 160,806.9 110,468.9 77,123.1

12-31-2029 869,491.7 2,765.5 0.0 0.0 423,558.1 443,168.1 177,267.2 265,900.9 167,705.3 108,085.2 71,045.8 47,548.0

12-31-2030 700,952.1 2,521.8 0.0 14,646.5 367,600.3 316,183.6 126,473.4 189,710.1 113,806.4 69,927.0 43,913.3 28,132.7

12-31-2031 595,936.3 2,317.0 0.0 14,939.5 338,900.9 239,778.9 95,911.6 143,867.4 82,176.1 48,186.0 28,938.3 17,762.9

12-31-2032 532,728.6 2,131.9 0.0 12,468.4 335,052.3 183,076.0 73,230.4 109,845.6 59,740.1 33,429.5 19,198.7 11,290.9

12-31-2033 383,092.0 511.8 0.0 105,588.4 239,400.0 37,591.8 15,036.7 22,555.1 12,363.8 6,949.9 3,998.7 2,351.0

12-31-2034 311,495.5 0.0 0.0 190,490.2 208,285.7 -87,280.4 -34,912.2 -52,368.2 -25,436.1 -12,776.5 -6,616.9 -3,524.1

12-31-2035 266,382.9 0.0 0.0 194,300.0 183,310.3 -111,227.4 -44,491.0 -66,736.4 -30,967.0 -14,892.8 -7,399.6 -3,787.9

12-31-2036 207,877.9 0.0 0.0 152,569.4 143,552.8 -88,244.2 -35,297.7 -52,946.5 -22,811.8 -10,208.8 -4,729.3 -2,261.2

12-31-2037 183,236.7 0.0 0.0 55,094.5 143,383.8 -15,241.7 -6,096.7 -9,145.0 -3,641.3 -1,506.0 -644.5 -284.4

12-31-2038 163,679.4 0.0 0.0 36,481.4 143,984.6 -16,786.7 -6,714.7 -10,072.0 -3,894.8 -1,570.4 -657.7 -285.2

12-31-2039 130,945.0 0.0 0.0 37,211.1 122,907.2 -29,173.2 -11,669.3 -17,503.9 -6,602.6 -2,604.7 -1,070.4 -456.6

12-31-2040 0.0 0.0 0.0 156,672.6 0.0 -156,672.6 -62,669.0 -94,003.6 -33,708.5 -12,673.6 -4,975.0 -2,031.6

12-31-2041 0.0 0.0 0.0 159,806.1 0.0 -159,806.1 -63,922.4 -95,883.6 -32,745.4 -11,751.9 -4,412.6 -1,726.8

12-31-2042 0.0 0.0 0.0 163,002.2 0.0 -163,002.2 -65,200.9 -97,801.3 -31,809.8 -10,897.2 -3,913.8 -1,467.8

12-31-2043 0.0 0.0 0.0 166,262.2 0.0 -166,262.2 -66,504.9 -99,757.3 -30,901.0 -10,104.7 -3,471.4 -1,247.6

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 19,496,415.6 40,403.2 1,043,895.7 1,526,852.6 7,168,403.7 9,716,860.4 2,839,478.3 6,877,382.1 5,806,855.1 4,916,741.2 4,217,727.0 3,672,761.4

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROVED + PROBABLE + POSSIBLE (3P) RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 5



 Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 448,180.2 0.0 71,422.5 0.0 165,754.7 211,003.0 0.0 211,003.0 206,547.5 202,434.7 198,623.9 195,080.6

12-31-2021 433,157.6 0.0 151,596.4 0.0 168,339.1 113,222.1 0.0 113,222.1 104,551.9 96,937.0 90,207.7 84,227.5

12-31-2022 469,905.9 0.0 135,879.7 0.0 181,122.4 152,903.8 0.0 152,903.8 135,315.0 120,470.8 107,842.0 97,019.1

12-31-2023 501,043.7 0.0 206,853.6 0.0 185,934.2 108,255.9 0.0 108,255.9 91,247.0 77,557.2 66,425.0 57,287.1

12-31-2024 516,525.3 0.0 60,176.1 0.0 212,346.4 244,002.8 0.0 244,002.8 196,154.0 159,330.4 130,645.7 108,052.3

12-31-2025 520,437.3 0.0 1,930.6 0.0 220,969.2 297,537.6 26,784.3 270,753.3 206,930.3 160,171.5 125,419.1 99,249.7

12-31-2026 485,213.1 0.0 23,897.6 0.0 203,856.6 257,458.9 77,237.7 180,221.3 131,372.9 97,203.0 72,903.5 55,361.3

12-31-2027 348,176.0 0.0 28,795.4 0.0 184,935.7 134,444.9 40,333.5 94,111.4 65,512.5 46,389.5 33,363.1 24,338.1

12-31-2028 214,815.1 0.0 0.0 0.0 164,351.7 50,463.4 20,185.3 30,278.0 20,227.0 13,769.6 9,536.1 6,708.7

12-31-2029 73,022.4 0.0 0.0 0.0 68,619.0 4,403.4 1,761.3 2,642.0 1,707.8 1,126.1 756.2 516.4

12-31-2030 0.0 0.0 0.0 114,527.7 0.0 -114,527.7 -45,811.1 -68,716.6 -41,306.3 -25,421.5 -15,984.9 -10,250.6

12-31-2031 0.0 0.0 0.0 116,818.3 0.0 -116,818.3 -46,727.3 -70,091.0 -40,126.1 -23,572.7 -14,177.9 -8,713.0

12-31-2032 0.0 0.0 0.0 119,154.6 0.0 -119,154.6 -47,661.9 -71,492.8 -38,979.7 -21,858.3 -12,575.2 -7,406.1

12-31-2033 0.0 0.0 0.0 121,537.7 0.0 -121,537.7 -48,615.1 -72,922.6 -37,866.0 -20,268.6 -11,153.6 -6,295.2

12-31-2034 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2035 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2036 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 4,010,476.6 0.0 680,551.9 472,038.4 1,756,229.0 1,101,657.3 -22,513.3 1,124,170.6 1,001,287.7 884,268.8 781,830.6 695,175.9

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROVED (1P) RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

CAPTAIN AND NUTMEG-SURPRISE FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 6



Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 94,868.6 0.0 0.0 0.0 4,789.7 90,078.9 0.0 90,078.9 87,824.7 85,743.3 83,814.3 82,020.5

12-31-2021 124,623.5 0.0 0.0 0.0 7,496.7 117,126.8 0.0 117,126.8 108,688.0 101,227.5 94,593.6 88,663.8

12-31-2022 144,943.8 0.0 0.0 0.0 8,640.1 136,303.7 0.0 136,303.7 120,742.9 107,583.4 96,367.2 86,739.2

12-31-2023 179,757.8 0.0 0.0 0.0 12,151.5 167,606.3 60,545.4 107,060.9 90,073.4 76,407.2 65,301.5 56,193.2

12-31-2024 245,926.1 0.0 0.0 0.0 16,489.7 229,436.4 165,764.2 63,672.2 50,925.6 41,163.8 33,595.1 27,660.5

12-31-2025 309,874.0 0.0 0.0 0.0 25,415.8 284,458.2 205,902.1 78,556.0 60,081.9 46,537.6 36,464.4 28,874.1

12-31-2026 306,855.3 0.0 0.0 0.0 39,910.6 266,944.7 131,402.4 135,542.3 98,880.7 73,214.6 54,948.6 41,752.8

12-31-2027 246,468.7 0.0 0.0 0.0 27,764.2 218,704.5 99,533.0 119,171.5 82,829.0 58,562.7 42,055.6 30,634.7

12-31-2028 161,562.1 0.0 0.0 0.0 29,411.8 132,150.3 52,860.1 79,290.2 52,617.9 35,596.5 24,507.3 17,145.3

12-31-2029 160,767.6 0.0 0.0 0.0 84,329.4 76,438.2 30,575.3 45,862.9 28,960.9 18,686.4 12,296.2 8,237.8

12-31-2030 174,446.1 0.0 0.0 -114,527.7 124,966.9 164,007.0 65,602.8 98,404.2 59,139.5 36,392.9 22,883.2 14,675.2

12-31-2031 153,002.5 0.0 0.0 -116,818.3 120,769.4 149,051.4 59,620.6 89,430.9 51,227.7 30,112.9 18,123.2 11,145.0

12-31-2032 131,842.1 0.0 0.0 -119,154.6 120,856.3 130,140.4 52,056.2 78,084.3 42,593.8 23,896.3 13,754.1 8,104.2

12-31-2033 41,964.7 0.0 0.0 -121,537.7 40,789.6 122,712.9 49,085.2 73,627.8 38,241.5 20,474.5 11,269.5 6,362.0

12-31-2034 0.0 0.0 0.0 123,968.5 0.0 -123,968.5 -49,587.4 -74,381.1 -37,284.0 -19,294.9 -10,280.1 -5,624.9

12-31-2035 0.0 0.0 0.0 126,447.9 0.0 -126,447.9 -50,579.1 -75,868.7 -36,218.7 -17,891.6 -9,118.0 -4,781.2

12-31-2036 0.0 0.0 0.0 128,976.8 0.0 -128,976.8 -51,590.7 -77,386.1 -35,183.9 -16,590.4 -8,087.3 -4,064.0

12-31-2037 0.0 0.0 0.0 131,556.4 0.0 -131,556.4 -52,622.5 -78,933.8 -34,178.7 -15,383.8 -7,173.0 -3,454.4

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 2,476,903.0 0.0 0.0 38,911.1 663,781.6 1,774,210.2 768,567.5 1,005,642.7 829,962.0 686,438.8 575,315.7 490,283.7

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROBABLE RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

CAPTAIN AND NUTMEG-SURPRISE FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 7



Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 543,048.8 0.0 71,422.5 0.0 170,544.4 301,081.9 0.0 301,081.9 294,372.1 288,178.0 282,438.2 277,101.1

12-31-2021 557,781.1 0.0 151,596.4 0.0 175,835.8 230,348.9 0.0 230,348.9 213,239.9 198,164.5 184,801.3 172,891.2

12-31-2022 614,849.7 0.0 135,879.7 0.0 189,762.5 289,207.4 0.0 289,207.4 256,057.9 228,054.1 204,209.2 183,758.3

12-31-2023 680,801.5 0.0 206,853.6 0.0 198,085.7 275,862.2 60,545.4 215,316.7 181,320.3 153,964.4 131,726.5 113,480.3

12-31-2024 762,451.4 0.0 60,176.1 0.0 228,836.1 473,439.2 165,764.2 307,675.0 247,079.6 200,494.2 164,240.8 135,712.8

12-31-2025 830,311.3 0.0 1,930.6 0.0 246,385.0 581,995.7 232,686.4 349,309.3 267,012.2 206,709.1 161,883.4 128,123.8

12-31-2026 792,068.4 0.0 23,897.6 0.0 243,767.2 524,403.6 208,640.1 315,763.5 230,253.5 170,417.6 127,852.1 97,114.1

12-31-2027 594,644.7 0.0 28,795.4 0.0 212,699.9 353,149.4 139,866.4 213,283.0 148,341.4 104,952.2 75,418.8 54,972.7

12-31-2028 376,377.2 0.0 0.0 0.0 193,763.5 182,613.7 73,045.5 109,568.2 72,844.8 49,366.1 34,043.4 23,854.0

12-31-2029 233,790.0 0.0 0.0 0.0 152,948.4 80,841.6 32,336.6 48,504.9 30,668.6 19,812.6 13,052.4 8,754.2

12-31-2030 174,446.1 0.0 0.0 0.0 124,966.9 49,479.3 19,791.7 29,687.6 17,833.2 10,971.4 6,898.4 4,424.6

12-31-2031 153,002.5 0.0 0.0 0.0 120,769.4 32,233.1 12,893.3 19,339.9 11,101.6 6,540.3 3,945.3 2,432.0

12-31-2032 131,842.1 0.0 0.0 0.0 120,856.3 10,985.8 4,394.3 6,591.5 3,614.1 2,038.0 1,179.0 698.1

12-31-2033 41,964.7 0.0 0.0 0.0 40,789.6 1,175.2 470.1 705.1 375.5 205.9 115.9 66.8

12-31-2034 0.0 0.0 0.0 123,968.5 0.0 -123,968.5 -49,587.4 -74,381.1 -37,284.0 -19,294.9 -10,280.1 -5,624.9

12-31-2035 0.0 0.0 0.0 126,447.9 0.0 -126,447.9 -50,579.1 -75,868.7 -36,218.7 -17,891.6 -9,118.0 -4,781.2

12-31-2036 0.0 0.0 0.0 128,976.8 0.0 -128,976.8 -51,590.7 -77,386.1 -35,183.9 -16,590.4 -8,087.3 -4,064.0

12-31-2037 0.0 0.0 0.0 131,556.4 0.0 -131,556.4 -52,622.5 -78,933.8 -34,178.7 -15,383.8 -7,173.0 -3,454.4

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 6,487,379.6 0.0 680,551.9 510,949.5 2,420,010.7 2,875,867.5 746,054.2 2,129,813.3 1,831,249.7 1,570,707.6 1,357,146.3 1,185,459.6

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROVED + PROBABLE (2P) RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

CAPTAIN AND NUTMEG-SURPRISE FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 8



Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 96,577.2 0.0 0.0 0.0 3,906.4 92,670.7 0.0 92,670.7 90,390.6 88,284.8 86,332.7 84,516.9

12-31-2021 141,450.2 0.0 0.0 0.0 6,868.7 134,581.6 0.0 134,581.6 124,760.3 116,085.3 108,378.0 101,494.2

12-31-2022 175,613.5 0.0 0.0 0.0 8,139.1 167,474.4 66,550.3 100,924.0 89,434.0 79,713.9 71,426.7 64,310.8

12-31-2023 214,526.8 0.0 0.0 0.0 12,596.4 201,930.3 113,619.5 88,310.8 74,256.7 62,956.7 53,778.8 46,255.2

12-31-2024 260,282.0 0.0 0.0 0.0 21,070.8 239,211.2 117,047.9 122,163.3 98,101.2 79,601.2 65,203.6 53,873.8

12-31-2025 272,105.8 0.0 0.0 0.0 13,691.4 258,414.4 103,382.4 155,032.0 118,468.0 91,684.4 71,781.2 56,795.8

12-31-2026 306,654.3 0.0 0.0 0.0 20,412.6 286,241.7 114,591.8 171,649.8 125,020.2 92,427.0 69,266.1 52,558.1

12-31-2027 295,472.2 0.0 0.0 0.0 38,929.6 256,542.6 102,721.4 153,821.2 106,838.2 75,488.3 54,176.4 39,440.1

12-31-2028 275,336.2 0.0 0.0 0.0 32,627.7 242,708.5 97,083.4 145,625.1 96,272.7 64,894.9 44,525.1 31,047.5

12-31-2029 251,550.9 0.0 0.0 0.0 48,257.7 203,293.2 81,317.3 121,975.9 76,883.3 49,521.6 32,532.9 21,761.2

12-31-2030 193,162.6 0.0 0.0 0.0 30,018.3 163,144.3 65,257.7 97,886.6 58,752.9 36,118.5 22,693.2 14,545.2

12-31-2031 152,856.5 0.0 0.0 0.0 15,652.6 137,203.8 54,881.5 82,322.3 47,030.5 27,582.7 16,568.0 10,171.8

12-31-2032 147,576.7 0.0 0.0 0.0 15,406.0 132,170.7 52,868.3 79,302.4 43,129.1 24,134.8 13,861.2 8,152.2

12-31-2033 208,189.9 0.0 0.0 0.0 94,529.2 113,660.7 45,464.3 68,196.4 35,378.4 18,925.7 10,411.5 5,876.1

12-31-2034 220,243.1 0.0 0.0 -123,968.5 134,064.6 210,147.0 84,058.8 126,088.2 62,822.5 32,331.9 17,138.3 9,333.4

12-31-2035 205,835.0 0.0 0.0 -126,447.9 135,165.6 197,117.3 78,846.9 118,270.4 56,173.3 27,619.3 14,014.8 7,319.6

12-31-2036 190,170.7 0.0 0.0 -128,976.8 135,519.6 183,627.9 73,451.2 110,176.8 49,868.7 23,418.5 11,372.6 5,695.0

12-31-2037 166,879.4 0.0 0.0 -131,556.4 135,310.6 163,125.2 65,250.1 97,875.1 42,293.5 19,000.9 8,844.5 4,252.7

12-31-2038 148,733.3 0.0 0.0 0.0 135,894.4 12,838.9 5,135.6 7,703.4 3,160.3 1,351.5 600.2 276.0

12-31-2039 116,995.8 0.0 0.0 0.0 114,741.3 2,254.4 901.8 1,352.7 532.1 218.6 93.4 41.4

12-31-2040 0.0 0.0 0.0 139,608.7 0.0 -139,608.7 -55,843.5 -83,765.2 -30,081.8 -11,326.3 -4,452.3 -1,820.6

12-31-2041 0.0 0.0 0.0 142,400.8 0.0 -142,400.8 -56,960.3 -85,440.5 -29,222.3 -10,502.6 -3,949.0 -1,547.5

12-31-2042 0.0 0.0 0.0 145,248.8 0.0 -145,248.8 -58,099.5 -87,149.3 -28,387.4 -9,738.7 -3,502.6 -1,315.4

12-31-2043 0.0 0.0 0.0 148,153.8 0.0 -148,153.8 -59,261.5 -88,892.3 -27,576.3 -9,030.5 -3,106.7 -1,118.1

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 4,040,212.1 0.0 0.0 64,462.6 1,152,802.8 2,822,946.6 1,092,265.3 1,730,681.3 1,284,298.4 970,762.2 757,988.6 611,915.6

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

POSSIBLE RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

CAPTAIN AND NUTMEG-SURPRISE FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 9



Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 639,625.9 0.0 71,422.5 0.0 174,450.8 393,752.6 0.0 393,752.6 384,762.7 376,462.8 368,770.9 361,618.0

12-31-2021 699,231.4 0.0 151,596.4 0.0 182,704.5 364,930.5 0.0 364,930.5 338,000.2 314,249.8 293,179.4 274,385.4

12-31-2022 790,463.2 0.0 135,879.7 0.0 197,901.6 456,681.8 66,550.3 390,131.5 345,491.9 307,768.0 275,635.9 248,069.1

12-31-2023 895,328.3 0.0 206,853.6 0.0 210,682.1 477,792.5 174,165.0 303,627.6 255,577.1 216,921.2 185,505.2 159,735.5

12-31-2024 1,022,733.4 0.0 60,176.1 0.0 249,906.9 712,650.4 282,812.1 429,838.3 345,180.8 280,095.4 229,444.4 189,586.6

12-31-2025 1,102,417.0 0.0 1,930.6 0.0 260,076.4 840,410.1 336,068.8 504,341.3 385,480.2 298,393.5 233,664.6 184,919.6

12-31-2026 1,098,722.7 0.0 23,897.6 0.0 264,179.8 810,645.3 323,232.0 487,413.3 355,273.7 262,844.6 197,118.2 149,672.1

12-31-2027 890,116.9 0.0 28,795.4 0.0 251,629.5 609,692.0 242,587.9 367,104.1 255,179.6 180,440.5 129,595.2 94,412.8

12-31-2028 651,713.4 0.0 0.0 0.0 226,391.3 425,322.2 170,128.9 255,193.3 169,117.5 114,261.0 78,568.4 54,901.6

12-31-2029 485,340.9 0.0 0.0 0.0 201,206.1 284,134.8 113,653.9 170,480.9 107,551.9 69,334.2 45,585.3 30,515.4

12-31-2030 367,608.8 0.0 0.0 0.0 154,985.2 212,623.6 85,049.4 127,574.1 76,586.1 47,089.9 29,591.6 18,969.7

12-31-2031 305,859.0 0.0 0.0 0.0 136,422.0 169,437.0 67,774.8 101,662.2 58,132.1 34,122.9 20,513.3 12,603.8

12-31-2032 279,418.9 0.0 0.0 0.0 136,262.4 143,156.5 57,262.6 85,893.9 46,743.2 26,172.8 15,040.1 8,850.3

12-31-2033 250,154.6 0.0 0.0 0.0 135,318.7 114,835.9 45,934.4 68,901.5 35,753.9 19,131.6 10,527.4 5,942.9

12-31-2034 220,243.1 0.0 0.0 0.0 134,064.6 86,178.5 34,471.4 51,707.1 25,538.6 13,037.0 6,858.3 3,708.5

12-31-2035 205,835.0 0.0 0.0 0.0 135,165.6 70,669.4 28,267.8 42,401.6 19,954.6 9,727.7 4,896.8 2,538.5

12-31-2036 190,170.7 0.0 0.0 0.0 135,519.6 54,651.1 21,860.4 32,790.7 14,684.8 6,828.0 3,285.4 1,631.0

12-31-2037 166,879.4 0.0 0.0 0.0 135,310.6 31,568.8 12,627.5 18,941.3 8,114.8 3,617.0 1,671.5 798.3

12-31-2038 148,733.3 0.0 0.0 0.0 135,894.4 12,838.9 5,135.6 7,703.4 3,160.3 1,351.5 600.2 276.0

12-31-2039 116,995.8 0.0 0.0 0.0 114,741.3 2,254.4 901.8 1,352.7 532.1 218.6 93.4 41.4

12-31-2040 0.0 0.0 0.0 139,608.7 0.0 -139,608.7 -55,843.5 -83,765.2 -30,081.8 -11,326.3 -4,452.3 -1,820.6

12-31-2041 0.0 0.0 0.0 142,400.8 0.0 -142,400.8 -56,960.3 -85,440.5 -29,222.3 -10,502.6 -3,949.0 -1,547.5

12-31-2042 0.0 0.0 0.0 145,248.8 0.0 -145,248.8 -58,099.5 -87,149.3 -28,387.4 -9,738.7 -3,502.6 -1,315.4

12-31-2043 0.0 0.0 0.0 148,153.8 0.0 -148,153.8 -59,261.5 -88,892.3 -27,576.3 -9,030.5 -3,106.7 -1,118.1

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 10,527,591.7 0.0 680,551.9 575,412.2 3,572,813.5 5,698,814.2 1,838,319.6 3,860,494.6 3,115,548.1 2,541,469.8 2,115,134.9 1,797,375.1

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROVED + PROBABLE + POSSIBLE (3P) RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

CAPTAIN AND NUTMEG-SURPRISE FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 10



Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 149,417.1 3,194.2 45,140.0 0.0 58,402.0 42,681.0 0.0 42,681.0 41,371.7 40,164.7 39,047.9 38,010.9

12-31-2021 210,490.5 1,901.4 139,230.0 0.0 46,399.6 22,959.4 0.0 22,959.4 21,247.5 19,738.6 18,400.7 17,208.0

12-31-2022 238,018.0 3,122.6 40,575.6 0.0 51,765.5 142,554.3 0.0 142,554.3 126,186.8 112,359.0 100,584.5 90,485.9

12-31-2023 151,837.0 2,161.0 0.0 0.0 50,159.4 99,516.6 0.0 99,516.6 84,182.1 71,779.7 61,649.7 53,301.1

12-31-2024 95,143.1 1,716.6 0.0 0.0 48,915.1 44,511.4 0.0 44,511.4 35,863.9 29,193.4 23,985.8 19,875.6

12-31-2025 68,261.6 1,449.2 0.0 0.0 45,393.7 21,418.7 1,928.1 19,490.6 14,926.2 11,575.7 9,081.0 7,199.0

12-31-2026 52,359.9 1,251.6 0.0 0.0 39,348.5 11,759.8 3,527.9 8,231.9 6,031.3 4,484.0 3,378.4 2,576.6

12-31-2027 31,742.7 747.7 0.0 0.0 28,675.1 2,319.9 696.0 1,623.9 1,145.6 821.4 597.7 440.8

12-31-2028 0.0 0.0 0.0 62,843.9 0.0 -62,843.9 -25,137.6 -37,706.4 -23,986.5 -15,572.7 -10,299.4 -6,928.3

12-31-2029 0.0 0.0 0.0 64,100.8 0.0 -64,100.8 -25,640.3 -38,460.5 -23,301.2 -14,440.1 -9,135.2 -5,889.0

12-31-2030 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2031 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2032 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2033 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2034 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2035 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2036 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 997,269.9 15,544.4 224,945.6 126,944.8 369,058.8 260,776.3 -44,625.9 305,402.2 283,667.3 260,103.7 237,291.0 216,280.6

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROVED (1P) RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

GREATER STELLA AREA FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 11



 Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 34,533.3 628.6 0.0 0.0 -63.0 33,967.8 0.0 33,967.8 32,860.5 31,843.5 30,905.6 30,037.6

12-31-2021 90,935.4 901.3 0.0 0.0 -1,232.6 91,266.7 0.0 91,266.7 84,786.3 79,051.2 73,946.4 69,378.8

12-31-2022 55,956.6 -363.9 0.0 0.0 7,064.6 49,255.9 0.0 49,255.9 43,619.4 38,854.2 34,794.0 31,309.7

12-31-2023 93,303.0 1,003.4 0.0 0.0 5,681.1 86,618.6 40,852.4 45,766.2 38,427.2 32,533.7 27,752.7 23,838.1

12-31-2024 94,441.1 1,617.4 0.0 0.0 4,866.1 87,957.6 46,381.1 41,576.5 33,506.5 27,279.9 22,417.8 18,579.4

12-31-2025 62,934.0 1,100.5 0.0 0.0 4,820.4 57,013.0 29,429.5 27,583.5 21,181.2 16,468.7 12,950.7 10,290.4

12-31-2026 46,905.0 893.3 0.0 0.0 6,657.8 39,353.9 16,808.3 22,545.7 16,456.4 12,191.2 9,154.2 6,959.2

12-31-2027 43,162.7 1,137.4 0.0 0.0 16,962.0 25,063.3 10,149.3 14,914.0 10,437.3 7,427.1 5,365.9 3,931.0

12-31-2028 65,586.5 1,660.1 0.0 -62,843.9 45,666.7 81,103.6 32,441.4 48,662.2 31,258.7 20,493.5 13,688.0 9,299.4

12-31-2029 54,310.7 1,463.9 0.0 -64,100.8 45,767.4 71,180.2 28,472.1 42,708.1 25,996.1 16,186.8 10,289.3 6,665.4

12-31-2030 14,130.0 341.1 0.0 0.0 13,272.3 516.6 206.6 310.0 191.3 120.7 77.7 51.0

12-31-2031 0.0 0.0 0.0 66,690.5 0.0 -66,690.5 -26,676.2 -40,014.3 -22,752.9 -13,280.4 -7,938.4 -4,849.7

12-31-2032 0.0 0.0 0.0 68,024.3 0.0 -68,024.3 -27,209.7 -40,814.6 -22,102.8 -12,314.6 -7,041.0 -4,122.2

12-31-2033 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2034 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2035 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2036 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 656,198.3 10,383.0 0.0 7,770.0 149,462.8 488,582.4 150,854.7 337,727.7 293,865.1 256,855.4 226,362.9 201,367.9

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROBABLE RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

GREATER STELLA AREA FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 12



 Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 183,950.4 3,822.8 45,140.0 0.0 58,338.9 76,648.7 0.0 76,648.7 74,232.2 72,008.2 69,953.4 68,048.5

12-31-2021 301,425.9 2,802.8 139,230.0 0.0 45,167.0 114,226.1 0.0 114,226.1 106,033.8 98,789.7 92,347.0 86,586.8

12-31-2022 293,974.6 2,758.7 40,575.6 0.0 58,830.1 191,810.2 0.0 191,810.2 169,806.1 151,213.2 135,378.5 121,795.6

12-31-2023 245,140.0 3,164.4 0.0 0.0 55,840.4 186,135.2 40,852.4 145,282.8 122,609.3 104,313.4 89,402.4 77,139.2

12-31-2024 189,584.1 3,333.9 0.0 0.0 53,781.2 132,469.0 46,381.1 86,087.9 69,370.4 56,473.3 46,403.6 38,454.9

12-31-2025 131,195.6 2,549.8 0.0 0.0 50,214.1 78,431.7 31,357.6 47,074.1 36,107.3 28,044.4 22,031.7 17,489.4

12-31-2026 99,264.8 2,144.8 0.0 0.0 46,006.2 51,113.7 20,336.2 30,777.5 22,487.6 16,675.2 12,532.6 9,535.7

12-31-2027 74,905.4 1,885.1 0.0 0.0 45,637.1 27,383.1 10,845.2 16,537.9 11,582.9 8,248.5 5,963.6 4,371.8

12-31-2028 65,586.5 1,660.1 0.0 0.0 45,666.7 18,259.7 7,303.9 10,955.8 7,272.2 4,920.8 3,388.5 2,371.1

12-31-2029 54,310.7 1,463.9 0.0 0.0 45,767.4 7,079.4 2,831.7 4,247.6 2,694.9 1,746.6 1,154.2 776.3

12-31-2030 14,130.0 341.1 0.0 0.0 13,272.3 516.6 206.6 310.0 191.3 120.7 77.7 51.0

12-31-2031 0.0 0.0 0.0 66,690.5 0.0 -66,690.5 -26,676.2 -40,014.3 -22,752.9 -13,280.4 -7,938.4 -4,849.7

12-31-2032 0.0 0.0 0.0 68,024.3 0.0 -68,024.3 -27,209.7 -40,814.6 -22,102.8 -12,314.6 -7,041.0 -4,122.2

12-31-2033 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2034 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2035 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2036 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 1,653,468.2 25,927.4 224,945.6 134,714.8 518,521.7 749,358.7 106,228.8 643,129.9 577,532.4 516,959.1 463,653.9 417,648.5

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROVED + PROBABLE (2P) RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

GREATER STELLA AREA FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 13



 Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 19,742.6 244.5 0.0 0.0 -1,330.9 20,829.0 0.0 20,829.0 20,318.1 19,846.4 19,409.2 19,002.6

12-31-2021 60,384.3 -274.5 0.0 0.0 -9,425.7 70,084.5 0.0 70,084.5 64,882.7 60,291.7 56,216.2 52,579.1

12-31-2022 61,364.3 -770.1 0.0 0.0 -6,092.5 68,226.9 37,894.1 30,332.7 26,857.1 23,919.7 21,417.6 19,271.0

12-31-2023 50,320.4 -1,194.9 0.0 0.0 3,287.3 48,228.1 44,577.7 3,650.4 3,226.8 2,864.1 2,552.3 2,282.9

12-31-2024 59,968.2 317.4 0.0 0.0 9,766.4 49,884.4 25,985.1 23,899.4 18,926.0 15,150.5 12,248.1 9,991.4

12-31-2025 111,281.3 2,455.5 0.0 0.0 11,141.7 97,684.1 39,068.7 58,615.3 44,759.6 34,616.5 27,083.9 21,415.8

12-31-2026 91,485.4 2,190.4 0.0 0.0 12,188.3 77,106.7 30,789.7 46,317.0 33,826.8 25,073.2 18,837.0 14,327.3

12-31-2027 72,703.6 1,646.7 0.0 0.0 8,724.3 62,332.6 24,851.4 37,481.2 25,975.8 18,315.6 13,119.0 9,532.8

12-31-2028 56,170.1 1,417.7 0.0 0.0 7,217.9 47,534.5 19,013.8 28,520.7 18,863.7 12,721.1 8,731.8 6,091.2

12-31-2029 50,109.1 1,301.6 0.0 0.0 6,917.7 41,889.8 16,755.9 25,133.9 15,829.1 10,187.7 6,687.7 4,470.2

12-31-2030 76,732.5 2,180.7 0.0 0.0 38,796.9 35,754.8 14,301.9 21,452.9 12,879.9 7,920.1 4,977.4 3,191.0

12-31-2031 79,970.5 2,317.0 0.0 -66,690.5 51,458.3 92,885.7 37,154.3 55,731.4 31,744.0 18,560.1 11,113.5 6,801.2

12-31-2032 69,280.8 2,131.9 0.0 -68,024.3 55,778.1 79,395.1 31,758.0 47,637.0 25,873.0 14,456.1 8,288.3 4,865.6

12-31-2033 15,508.8 511.8 0.0 0.0 14,805.1 191.9 76.8 115.2 61.6 33.9 19.2 11.1

12-31-2034 0.0 0.0 0.0 70,772.5 0.0 -70,772.5 -28,309.0 -42,463.5 -21,428.7 -11,159.8 -5,981.3 -3,291.2

12-31-2035 0.0 0.0 0.0 72,187.9 0.0 -72,187.9 -28,875.2 -43,312.8 -20,816.4 -10,348.2 -5,305.1 -2,797.5

12-31-2036 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 875,022.0 14,475.8 0.0 8,245.6 203,232.9 649,067.7 265,043.3 384,024.4 301,779.1 242,448.8 199,414.7 167,744.5

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

POSSIBLE RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

GREATER STELLA AREA FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 14



 Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 203,693.1 4,067.3 45,140.0 0.0 57,008.0 97,477.8 0.0 97,477.8 94,550.3 91,854.6 89,362.6 87,051.1

12-31-2021 361,810.2 2,528.2 139,230.0 0.0 35,741.3 184,310.7 0.0 184,310.7 170,916.5 159,081.4 148,563.2 139,165.9

12-31-2022 355,338.8 1,988.6 40,575.6 0.0 52,737.6 260,037.1 37,894.1 222,142.9 196,663.3 175,132.9 156,796.1 141,066.6

12-31-2023 295,460.5 1,969.5 0.0 0.0 59,127.7 234,363.3 85,430.1 148,933.2 125,836.1 107,177.5 91,954.6 79,422.1

12-31-2024 249,552.4 3,651.3 0.0 0.0 63,547.6 182,353.4 72,366.1 109,987.3 88,296.4 71,623.8 58,651.7 48,446.3

12-31-2025 242,476.9 5,005.3 0.0 0.0 61,355.8 176,115.8 70,426.4 105,689.4 80,866.9 62,661.0 49,115.5 38,905.2

12-31-2026 190,750.2 4,335.2 0.0 0.0 58,194.6 128,220.4 51,125.9 77,094.6 56,314.5 41,748.4 31,369.6 23,863.1

12-31-2027 147,609.0 3,531.9 0.0 0.0 54,361.4 89,715.7 35,696.6 54,019.1 37,558.7 26,564.1 19,082.6 13,904.7

12-31-2028 121,756.6 3,077.8 0.0 0.0 52,884.6 65,794.2 26,317.7 39,476.5 26,135.8 17,641.9 12,120.3 8,462.3

12-31-2029 104,419.8 2,765.5 0.0 0.0 52,685.1 48,969.2 19,587.7 29,381.5 18,524.1 11,934.4 7,841.9 5,246.5

12-31-2030 90,862.5 2,521.8 0.0 0.0 52,069.3 36,271.5 14,508.6 21,762.9 13,071.3 8,040.8 5,055.1 3,242.0

12-31-2031 79,970.5 2,317.0 0.0 0.0 51,458.3 26,195.2 10,478.1 15,717.1 8,991.0 5,279.7 3,175.1 1,951.5

12-31-2032 69,280.8 2,131.9 0.0 0.0 55,778.1 11,370.8 4,548.3 6,822.5 3,770.1 2,141.5 1,247.4 743.4

12-31-2033 15,508.8 511.8 0.0 0.0 14,805.1 191.9 76.8 115.2 61.6 33.9 19.2 11.1

12-31-2034 0.0 0.0 0.0 70,772.5 0.0 -70,772.5 -28,309.0 -42,463.5 -21,428.7 -11,159.8 -5,981.3 -3,291.2

12-31-2035 0.0 0.0 0.0 72,187.9 0.0 -72,187.9 -28,875.2 -43,312.8 -20,816.4 -10,348.2 -5,305.1 -2,797.5

12-31-2036 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 2,528,490.2 40,403.2 224,945.6 142,960.4 721,754.6 1,398,426.4 371,272.1 1,027,154.3 879,311.5 759,407.9 663,068.6 585,393.0

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROVED + PROBABLE + POSSIBLE (3P) RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

GREATER STELLA AREA FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 239,628.2 0.0 15,633.9 0.0 123,671.9 100,322.3 0.0 100,322.3 97,963.8 95,787.3 93,771.0 91,896.8

12-31-2021 250,886.9 0.0 5,237.1 0.0 114,160.0 131,489.8 0.0 131,489.8 122,232.4 114,034.5 106,733.3 100,196.9

12-31-2022 259,698.9 0.0 13,308.5 0.0 112,585.3 133,805.2 0.0 133,805.2 118,428.6 105,435.2 94,369.1 84,876.8

12-31-2023 196,627.7 0.0 9,091.8 0.0 106,818.2 80,717.7 0.0 80,717.7 68,285.5 58,230.2 50,016.9 43,247.7

12-31-2024 124,521.1 0.0 5,434.4 0.0 79,974.9 39,111.8 0.0 39,111.8 31,508.3 25,644.5 21,067.6 17,455.7

12-31-2025 73,123.6 0.0 0.0 10,854.5 51,219.2 11,050.0 994.7 10,055.2 7,696.0 5,966.1 4,679.2 3,709.2

12-31-2026 40,661.1 0.0 0.0 11,071.6 31,574.8 -1,985.2 -595.6 -1,389.6 -1,037.1 -783.4 -598.4 -461.8

12-31-2027 22,851.6 0.0 0.0 40,633.7 17,707.3 -35,489.4 -10,646.8 -24,842.6 -17,389.7 -12,374.7 -8,939.1 -6,546.6

12-31-2028 19,827.2 0.0 0.0 62,881.6 18,283.2 -61,337.6 -24,535.0 -36,802.5 -24,210.4 -16,241.2 -11,091.1 -7,698.4

12-31-2029 9,160.8 0.0 0.0 52,390.0 8,883.4 -52,112.5 -20,845.0 -31,267.5 -19,533.5 -12,474.0 -8,126.9 -5,392.5

12-31-2030 0.0 0.0 0.0 60,631.5 0.0 -60,631.5 -24,252.6 -36,378.9 -21,674.5 -13,229.4 -8,254.5 -5,255.2

12-31-2031 0.0 0.0 0.0 30,084.9 0.0 -30,084.9 -12,033.9 -18,050.9 -10,072.2 -5,773.7 -3,391.9 -2,037.9

12-31-2032 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2033 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2034 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2035 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2036 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 1,236,987.3 0.0 48,705.7 268,547.7 664,878.1 254,855.9 -91,914.2 346,770.1 352,197.3 344,221.2 330,235.2 313,990.7

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROVED (1P) RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

OTHER OPERATED FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 16



 Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 33,219.5 0.0 0.0 0.0 1,322.1 31,897.4 0.0 31,897.4 31,050.9 30,270.7 29,548.8 28,878.6

12-31-2021 48,394.3 0.0 0.0 0.0 1,208.9 47,185.4 0.0 47,185.4 43,882.0 40,955.2 38,347.3 36,011.5

12-31-2022 59,416.8 0.0 0.0 0.0 4,261.5 55,155.3 0.0 55,155.3 48,679.3 43,222.6 38,588.0 34,622.9

12-31-2023 149,225.6 0.0 0.0 0.0 14,171.8 135,053.7 47,356.9 87,696.8 73,801.1 62,617.8 53,526.7 46,068.2

12-31-2024 153,291.8 0.0 0.0 0.0 40,374.8 112,917.1 53,229.5 59,687.5 48,059.5 39,095.6 32,101.8 26,584.9

12-31-2025 135,742.3 0.0 0.0 -10,854.5 65,235.3 81,361.6 35,952.1 45,409.4 34,886.0 27,135.5 21,346.5 16,966.7

12-31-2026 108,785.6 0.0 0.0 -11,071.6 69,003.2 50,854.0 20,038.6 30,815.4 22,565.1 16,766.7 12,625.1 9,622.8

12-31-2027 78,454.6 0.0 0.0 -29,340.7 53,091.6 54,703.7 18,256.7 36,447.0 25,532.3 18,184.3 13,147.6 9,637.9

12-31-2028 60,137.2 0.0 0.0 -51,362.7 43,564.1 67,935.8 27,174.3 40,761.5 26,901.2 18,103.0 12,400.3 8,632.9

12-31-2029 60,396.5 0.0 0.0 -40,640.7 49,195.7 51,841.5 20,736.6 31,104.9 19,497.7 12,492.5 8,165.4 5,435.4

12-31-2030 39,074.3 0.0 0.0 -26,346.1 33,730.5 31,689.9 12,675.9 19,013.9 11,513.5 7,136.5 4,518.5 2,917.1

12-31-2031 27,586.6 0.0 0.0 24,421.7 24,179.1 -21,014.2 -8,405.7 -12,608.5 -7,490.1 -4,552.4 -2,825.5 -1,787.9

12-31-2032 17,196.9 0.0 0.0 55,596.6 16,728.1 -55,127.9 -22,051.1 -33,076.7 -18,043.8 -10,126.4 -5,831.9 -3,438.9

12-31-2033 0.0 0.0 0.0 64,342.6 0.0 -64,342.6 -25,737.1 -38,605.6 -20,026.7 -10,712.7 -5,892.9 -3,325.6

12-31-2034 0.0 0.0 0.0 41,490.0 0.0 -41,490.0 -16,596.0 -24,894.0 -12,484.1 -6,464.1 -3,446.0 -1,886.8

12-31-2035 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2036 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 970,922.0 0.0 0.0 16,234.7 416,066.6 538,620.6 162,630.8 375,989.8 328,324.0 284,124.9 246,319.6 214,939.5

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROBABLE RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

OTHER OPERATED FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 17



 Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 272,847.7 0.0 15,633.9 0.0 124,994.1 132,219.8 0.0 132,219.8 129,014.7 126,057.9 123,319.8 120,775.4

12-31-2021 299,281.2 0.0 5,237.1 0.0 115,368.9 178,675.2 0.0 178,675.2 166,114.4 154,989.7 145,080.6 136,208.4

12-31-2022 319,115.8 0.0 13,308.5 0.0 116,846.8 188,960.5 0.0 188,960.5 167,108.0 148,657.8 132,957.1 119,499.7

12-31-2023 345,853.3 0.0 9,091.8 0.0 120,990.1 215,771.4 47,356.9 168,414.5 142,086.6 120,848.0 103,543.6 89,315.9

12-31-2024 277,812.9 0.0 5,434.4 0.0 120,349.6 152,028.9 53,229.5 98,799.4 79,567.8 64,740.0 53,169.3 44,040.6

12-31-2025 208,866.0 0.0 0.0 0.0 116,454.4 92,411.5 36,946.8 55,464.7 42,582.0 33,101.6 26,025.7 20,675.8

12-31-2026 149,446.7 0.0 0.0 0.0 100,577.9 48,868.8 19,443.0 29,425.8 21,528.0 15,983.3 12,026.7 9,161.0

12-31-2027 101,306.2 0.0 0.0 11,293.0 70,798.9 19,214.3 7,609.9 11,604.4 8,142.6 5,809.6 4,208.5 3,091.2

12-31-2028 79,964.4 0.0 0.0 11,518.9 61,847.3 6,598.2 2,639.3 3,959.0 2,690.8 1,861.8 1,309.2 934.5

12-31-2029 69,557.3 0.0 0.0 11,749.3 58,079.1 -271.0 -108.4 -162.6 -35.8 18.5 38.5 42.9

12-31-2030 39,074.3 0.0 0.0 34,285.4 33,730.5 -28,941.6 -11,576.7 -17,365.0 -10,160.9 -6,093.0 -3,736.0 -2,338.1

12-31-2031 27,586.6 0.0 0.0 54,506.5 24,179.1 -51,099.0 -20,439.6 -30,659.4 -17,562.3 -10,326.0 -6,217.4 -3,825.9

12-31-2032 17,196.9 0.0 0.0 55,596.6 16,728.1 -55,127.9 -22,051.1 -33,076.7 -18,043.8 -10,126.4 -5,831.9 -3,438.9

12-31-2033 0.0 0.0 0.0 64,342.6 0.0 -64,342.6 -25,737.1 -38,605.6 -20,026.7 -10,712.7 -5,892.9 -3,325.6

12-31-2034 0.0 0.0 0.0 41,490.0 0.0 -41,490.0 -16,596.0 -24,894.0 -12,484.1 -6,464.1 -3,446.0 -1,886.8

12-31-2035 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2036 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 2,207,909.3 0.0 48,705.7 284,782.3 1,080,944.8 793,476.5 70,716.6 722,759.9 680,521.2 628,346.1 576,554.8 528,930.2

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROVED + PROBABLE (2P) RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

OTHER OPERATED FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 18



 Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 24,309.6 0.0 0.0 0.0 1,101.7 23,207.9 0.0 23,207.9 22,605.4 22,049.7 21,535.4 21,057.6

12-31-2021 33,653.8 0.0 0.0 0.0 1,358.8 32,295.0 0.0 32,295.0 30,009.3 27,986.0 26,184.7 24,572.5

12-31-2022 43,795.1 0.0 0.0 0.0 2,963.2 40,831.9 33,486.7 7,345.2 6,481.7 5,753.9 5,135.6 4,606.6

12-31-2023 57,212.1 0.0 0.0 0.0 3,820.7 53,391.4 50,758.4 2,633.0 2,047.5 1,601.9 1,259.5 994.0

12-31-2024 187,857.0 0.0 0.0 0.0 11,843.7 176,013.3 76,952.5 99,060.8 79,172.6 63,950.2 52,154.6 42,911.0

12-31-2025 141,878.1 0.0 0.0 0.0 12,879.5 128,998.6 51,592.1 77,406.5 59,522.0 46,340.5 36,487.5 29,027.3

12-31-2026 98,020.0 0.0 0.0 0.0 25,276.6 72,743.5 29,047.9 43,695.5 31,938.3 23,691.7 17,812.3 13,557.5

12-31-2027 104,328.0 0.0 0.0 -11,293.0 52,810.2 62,810.8 25,026.7 37,784.1 26,206.8 18,491.5 13,253.2 9,635.6

12-31-2028 98,378.1 0.0 0.0 -11,518.9 61,754.4 48,142.6 19,257.1 28,885.6 19,092.2 12,866.2 8,825.0 6,151.7

12-31-2029 52,733.0 0.0 0.0 -11,749.3 26,888.1 37,594.2 15,037.7 22,556.5 14,161.4 9,086.4 5,946.8 3,963.3

12-31-2030 61,905.3 0.0 0.0 -22,301.2 41,544.4 42,662.0 17,064.8 25,597.2 14,987.1 8,992.2 5,516.8 3,454.3

12-31-2031 55,358.7 0.0 0.0 -42,282.6 39,559.3 58,082.0 23,232.8 34,849.2 19,842.9 11,600.0 6,946.0 4,251.5

12-31-2032 60,279.6 0.0 0.0 -43,128.2 48,339.6 55,068.3 22,027.3 33,041.0 17,914.2 9,994.7 5,723.6 3,356.8

12-31-2033 73,443.4 0.0 0.0 -27,958.7 64,657.9 36,744.1 14,697.6 22,046.5 11,521.0 6,205.1 3,435.1 1,950.1

12-31-2034 70,042.1 0.0 0.0 -17,350.4 66,151.6 21,241.0 8,496.4 12,744.6 6,674.4 3,591.0 1,980.9 1,118.4

12-31-2035 41,024.6 0.0 0.0 24,622.3 40,061.8 -23,659.5 -9,463.8 -14,195.7 -6,494.1 -3,079.6 -1,509.0 -761.9

12-31-2036 0.0 0.0 0.0 68,280.9 0.0 -68,280.9 -27,312.4 -40,968.6 -18,019.6 -8,233.1 -3,894.4 -1,901.5

12-31-2037 0.0 0.0 0.0 44,029.5 0.0 -44,029.5 -17,611.8 -26,417.7 -11,115.0 -4,868.2 -2,211.6 -1,039.0

12-31-2038 0.0 0.0 0.0 36,481.4 0.0 -36,481.4 -14,592.6 -21,888.9 -8,725.9 -3,629.8 -1,569.6 -703.2

12-31-2039 0.0 0.0 0.0 37,211.1 0.0 -37,211.1 -14,884.4 -22,326.6 -8,476.6 -3,365.8 -1,392.1 -597.7

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 1,204,218.6 0.0 0.0 23,043.0 501,011.5 680,164.1 302,813.1 377,351.1 309,345.4 249,024.6 201,620.3 165,605.1

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

POSSIBLE RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

OTHER OPERATED FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 297,157.4 0.0 15,633.9 0.0 126,095.8 155,427.7 0.0 155,427.7 151,620.1 148,107.7 144,855.2 141,833.0

12-31-2021 332,935.0 0.0 5,237.1 0.0 116,727.7 210,970.2 0.0 210,970.2 196,123.7 182,975.7 171,265.3 160,780.9

12-31-2022 362,910.9 0.0 13,308.5 0.0 119,810.0 229,792.4 33,486.7 196,305.7 173,589.6 154,411.7 138,092.7 124,106.3

12-31-2023 403,065.4 0.0 9,091.8 0.0 124,810.8 269,162.8 98,115.2 171,047.5 144,134.0 122,449.9 104,803.1 90,309.9

12-31-2024 465,669.9 0.0 5,434.4 0.0 132,193.3 328,042.2 130,182.1 197,860.1 158,740.4 128,690.3 105,323.9 86,951.6

12-31-2025 350,744.1 0.0 0.0 0.0 129,334.0 221,410.1 88,539.0 132,871.2 102,103.9 79,442.1 62,513.2 49,703.1

12-31-2026 247,466.8 0.0 0.0 0.0 125,854.5 121,612.3 48,491.0 73,121.3 53,466.2 39,675.0 29,839.0 22,718.6

12-31-2027 205,634.2 0.0 0.0 0.0 123,609.0 82,025.1 32,636.7 49,388.5 34,349.3 24,301.1 17,461.7 12,726.8

12-31-2028 178,342.5 0.0 0.0 0.0 123,601.6 54,740.9 21,896.4 32,844.5 21,783.0 14,728.0 10,134.3 7,086.2

12-31-2029 122,290.3 0.0 0.0 0.0 84,967.2 37,323.2 14,929.3 22,393.9 14,125.6 9,104.9 5,985.3 4,006.1

12-31-2030 100,979.6 0.0 0.0 11,984.2 75,274.9 13,720.4 5,488.2 8,232.2 4,826.2 2,899.2 1,780.8 1,116.3

12-31-2031 82,945.2 0.0 0.0 12,223.9 63,738.3 6,982.9 2,793.2 4,189.8 2,280.6 1,274.0 728.6 425.7

12-31-2032 77,476.5 0.0 0.0 12,468.4 65,067.7 -59.6 -23.8 -35.8 -129.6 -131.7 -108.3 -82.2

12-31-2033 73,443.4 0.0 0.0 36,384.0 64,657.9 -27,598.5 -11,039.4 -16,559.1 -8,505.6 -4,507.6 -2,457.7 -1,375.4

12-31-2034 70,042.1 0.0 0.0 24,139.5 66,151.6 -20,249.0 -8,099.6 -12,149.4 -5,809.7 -2,873.2 -1,465.1 -768.4

12-31-2035 41,024.6 0.0 0.0 24,622.3 40,061.8 -23,659.5 -9,463.8 -14,195.7 -6,494.1 -3,079.6 -1,509.0 -761.9

12-31-2036 0.0 0.0 0.0 68,280.9 0.0 -68,280.9 -27,312.4 -40,968.6 -18,019.6 -8,233.1 -3,894.4 -1,901.5

12-31-2037 0.0 0.0 0.0 44,029.5 0.0 -44,029.5 -17,611.8 -26,417.7 -11,115.0 -4,868.2 -2,211.6 -1,039.0

12-31-2038 0.0 0.0 0.0 36,481.4 0.0 -36,481.4 -14,592.6 -21,888.9 -8,725.9 -3,629.8 -1,569.6 -703.2

12-31-2039 0.0 0.0 0.0 37,211.1 0.0 -37,211.1 -14,884.4 -22,326.6 -8,476.6 -3,365.8 -1,392.1 -597.7

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 3,412,127.9 0.0 48,705.7 307,825.3 1,581,956.3 1,473,640.6 373,529.7 1,100,110.9 989,866.7 877,370.7 778,175.2 694,535.3

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROVED + PROBABLE + POSSIBLE (3P) RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

OTHER OPERATED FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 250,522.2 0.0 46,546.9 0.0 102,707.2 101,268.2 0.0 101,268.2 99,368.0 97,609.4 95,975.9 94,453.4

12-31-2021 216,195.1 0.0 37,877.0 0.0 81,290.0 97,028.0 0.0 97,028.0 90,211.7 84,179.7 78,810.8 74,006.8

12-31-2022 193,279.0 0.0 0.0 30,185.1 72,422.4 90,671.5 0.0 90,671.5 80,174.8 71,316.8 63,782.1 57,326.3

12-31-2023 171,352.8 0.0 0.0 30,788.8 71,919.3 68,644.6 0.0 68,644.6 57,835.0 49,130.0 42,048.6 36,234.8

12-31-2024 140,138.5 0.0 4,697.7 2,364.0 69,198.1 63,878.7 0.0 63,878.7 51,293.3 41,617.7 34,088.1 28,163.3

12-31-2025 121,514.4 0.0 571.0 2,411.3 68,161.6 50,370.5 4,534.3 45,836.1 35,102.6 27,223.6 21,356.8 16,931.0

12-31-2026 108,522.2 0.0 0.0 0.0 69,228.8 39,293.4 11,788.0 27,505.4 20,073.3 14,868.4 11,162.8 8,484.9

12-31-2027 90,127.7 0.0 0.0 0.0 66,328.1 23,799.6 7,139.9 16,659.7 11,606.7 8,224.8 5,919.2 4,320.5

12-31-2028 34,032.7 0.0 0.0 62,680.6 21,435.5 -50,083.5 -20,033.4 -30,050.1 -19,080.7 -12,361.5 -8,156.2 -5,472.1

12-31-2029 16,223.2 0.0 0.0 77,124.2 7,616.9 -68,517.8 -27,407.1 -41,110.7 -25,104.5 -15,678.1 -9,993.3 -6,490.0

12-31-2030 13,440.2 0.0 0.0 88,299.4 6,785.0 -81,644.3 -32,657.7 -48,986.6 -28,749.9 -17,296.2 -10,642.9 -6,685.6

12-31-2031 11,940.3 0.0 0.0 76,342.6 6,768.8 -71,171.1 -28,468.5 -42,702.7 -23,797.0 -13,626.1 -7,997.6 -4,801.5

12-31-2032 11,038.6 0.0 0.0 10,022.0 6,812.3 -5,795.7 -2,318.3 -3,477.4 -2,011.0 -1,190.0 -719.3 -443.5

12-31-2033 10,655.5 0.0 0.0 10,222.4 6,907.0 -6,473.9 -2,589.6 -3,884.3 -2,128.2 -1,196.8 -689.3 -405.8

12-31-2034 10,294.0 0.0 0.0 0.0 7,006.1 3,287.9 986.4 2,301.5 1,135.8 579.3 304.5 164.5

12-31-2035 9,895.7 0.0 0.0 0.0 7,109.5 2,786.2 835.9 1,950.4 916.8 446.4 224.5 116.3

12-31-2036 9,556.2 0.0 0.0 0.0 7,217.0 2,339.1 701.7 1,637.4 733.1 340.8 164.0 81.4

12-31-2037 9,148.8 0.0 0.0 0.0 7,328.7 1,820.2 546.0 1,274.1 543.5 241.2 111.0 52.8

12-31-2038 8,764.8 0.0 0.0 0.0 7,444.3 1,320.5 396.1 924.3 375.7 159.3 70.2 32.0

12-31-2039 7,732.9 0.0 0.0 0.0 7,465.3 267.6 80.3 187.3 73.7 30.3 12.9 5.7

12-31-2040 0.0 0.0 0.0 17,064.0 0.0 -17,064.0 -6,825.6 -10,238.4 -3,626.7 -1,347.3 -522.7 -211.0

12-31-2041 0.0 0.0 0.0 17,405.2 0.0 -17,405.2 -6,962.1 -10,443.1 -3,523.1 -1,249.3 -463.6 -179.3

12-31-2042 0.0 0.0 0.0 17,753.3 0.0 -17,753.3 -7,101.3 -10,652.0 -3,422.4 -1,158.5 -411.2 -152.4

12-31-2043 0.0 0.0 0.0 18,108.4 0.0 -18,108.4 -7,243.4 -10,865.0 -3,324.6 -1,074.2 -364.7 -129.6

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 1,444,374.8 0.0 89,692.5 460,771.4 701,152.2 192,758.6 -114,598.2 307,356.8 334,675.9 329,789.9 314,070.5 295,402.9

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROVED (1P) RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

OTHER NONOPERATED FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 21



 Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 33,874.0 0.0 0.0 0.0 -2,137.3 36,011.3 0.0 36,011.3 35,002.6 34,072.0 33,210.2 32,409.4

12-31-2021 53,972.3 0.0 0.0 0.0 17,164.6 36,807.7 0.0 36,807.7 34,231.0 31,948.3 29,914.6 28,093.3

12-31-2022 68,270.3 0.0 0.0 -30,185.1 29,168.6 69,286.8 0.0 69,286.8 61,491.1 54,882.5 49,237.3 44,381.4

12-31-2023 57,963.9 0.0 0.0 -30,788.8 13,532.3 75,220.4 31,575.1 43,645.3 36,950.8 31,528.3 27,093.5 23,434.4

12-31-2024 53,165.6 0.0 0.0 29,040.6 7,968.4 16,156.6 28,022.6 -11,866.0 -9,766.5 -8,107.1 -6,782.3 -5,714.9

12-31-2025 48,782.2 0.0 0.0 29,621.4 9,128.6 10,032.2 19,615.1 -9,582.9 -7,570.3 -6,040.2 -4,863.8 -3,949.8

12-31-2026 44,786.6 0.0 0.0 2,459.5 7,505.8 34,821.3 17,699.4 17,121.9 12,494.1 9,253.7 6,947.1 5,280.3

12-31-2027 45,869.7 0.0 0.0 2,508.7 10,754.5 32,606.5 15,200.0 17,406.5 12,090.1 8,542.8 6,131.3 4,463.9

12-31-2028 83,018.7 0.0 0.0 -62,680.6 54,662.5 91,036.8 36,414.7 54,622.1 35,367.4 23,367.1 15,725.0 10,761.8

12-31-2029 71,894.5 0.0 0.0 -77,124.2 55,251.6 93,767.1 37,506.8 56,260.2 34,670.1 21,849.5 14,054.0 9,210.2

12-31-2030 20,593.9 0.0 0.0 -9,632.8 10,697.9 19,528.8 7,811.5 11,717.3 6,975.2 4,258.3 2,660.0 1,696.7

12-31-2031 18,496.0 0.0 0.0 3,897.4 10,720.8 3,877.8 1,551.1 2,326.7 1,288.5 737.4 434.9 263.7

12-31-2032 6,184.3 0.0 0.0 67,847.5 537.5 -62,200.7 -24,880.3 -37,320.4 -19,508.9 -10,497.4 -5,799.1 -3,281.5

12-31-2033 4,477.3 0.0 0.0 69,204.5 413.5 -65,140.7 -26,056.3 -39,084.4 -19,482.4 -10,019.4 -5,301.3 -2,878.7

12-31-2034 2,054.5 0.0 0.0 10,426.8 197.4 -8,569.7 -3,099.1 -5,470.6 -2,572.3 -1,251.0 -627.3 -323.5

12-31-2035 116.7 0.0 0.0 10,635.4 7.2 -10,525.9 -3,931.7 -6,594.2 -2,984.8 -1,401.0 -679.7 -339.8

12-31-2036 101.6 0.0 0.0 0.0 6.2 95.4 272.1 -176.7 -79.0 -36.6 -17.6 -8.7

12-31-2037 87.6 0.0 0.0 0.0 5.4 82.3 214.9 -132.7 -56.5 -25.0 -11.5 -5.5

12-31-2038 75.5 0.0 0.0 0.0 4.6 70.9 160.4 -89.5 -36.3 -15.3 -6.7 -3.1

12-31-2039 509.1 0.0 0.0 0.0 68.6 440.5 203.0 237.5 92.5 37.7 16.0 7.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 614,294.3 0.0 0.0 15,230.3 225,658.8 373,405.3 138,279.3 235,126.0 208,596.5 183,084.5 161,334.6 143,496.6

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROBABLE RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

OTHER NONOPERATED FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
age 22



 Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 284,396.2 0.0 46,546.9 0.0 100,569.9 137,279.5 0.0 137,279.5 134,370.6 131,681.4 129,186.1 126,862.7

12-31-2021 270,167.3 0.0 37,877.0 0.0 98,454.7 133,835.6 0.0 133,835.6 124,442.6 116,128.0 108,725.4 102,100.1

12-31-2022 261,549.3 0.0 0.0 0.0 101,591.0 159,958.3 0.0 159,958.3 141,665.9 126,199.3 113,019.4 101,707.8

12-31-2023 229,316.6 0.0 0.0 0.0 85,451.6 143,865.0 31,575.1 112,290.0 94,785.9 80,658.4 69,142.2 59,669.2

12-31-2024 193,304.1 0.0 4,697.7 31,404.6 77,166.6 80,035.2 28,022.6 52,012.7 41,526.8 33,510.6 27,305.8 22,448.4

12-31-2025 170,296.6 0.0 571.0 32,032.7 77,290.2 60,402.6 24,149.4 36,253.2 27,532.3 21,183.4 16,493.0 12,981.2

12-31-2026 153,308.8 0.0 0.0 2,459.5 76,734.6 74,114.6 29,487.4 44,627.3 32,567.4 24,122.1 18,109.8 13,765.2

12-31-2027 135,997.5 0.0 0.0 2,508.7 77,082.6 56,406.1 22,339.9 34,066.2 23,696.8 16,767.6 12,050.5 8,784.5

12-31-2028 117,051.4 0.0 0.0 0.0 76,098.0 40,953.3 16,381.3 24,572.0 16,286.8 11,005.6 7,568.9 5,289.7

12-31-2029 88,117.8 0.0 0.0 0.0 62,868.5 25,249.2 10,099.7 15,149.5 9,565.6 6,171.5 4,060.6 2,720.2

12-31-2030 34,034.1 0.0 0.0 78,666.6 17,482.9 -62,115.5 -24,846.2 -37,269.3 -21,774.7 -13,037.8 -7,983.0 -4,988.9

12-31-2031 30,436.2 0.0 0.0 80,240.0 17,489.6 -67,293.4 -26,917.3 -40,376.0 -22,508.4 -12,888.7 -7,562.7 -4,537.9

12-31-2032 17,222.9 0.0 0.0 77,869.5 7,349.8 -67,996.4 -27,198.6 -40,797.8 -21,519.9 -11,687.4 -6,518.4 -3,725.0

12-31-2033 15,132.8 0.0 0.0 79,426.9 7,320.5 -71,614.6 -28,645.8 -42,968.7 -21,610.6 -11,216.2 -5,990.6 -3,284.6

12-31-2034 12,348.5 0.0 0.0 10,426.8 7,203.5 -5,281.8 -2,112.7 -3,169.1 -1,436.6 -671.7 -322.8 -159.0

12-31-2035 10,012.4 0.0 0.0 10,635.4 7,116.7 -7,739.6 -3,095.9 -4,643.8 -2,068.1 -954.6 -455.2 -223.6

12-31-2036 9,657.8 0.0 0.0 0.0 7,223.3 2,434.5 973.8 1,460.7 654.2 304.2 146.4 72.7

12-31-2037 9,236.5 0.0 0.0 0.0 7,334.0 1,902.4 761.0 1,141.5 487.0 216.2 99.6 47.4

12-31-2038 8,840.3 0.0 0.0 0.0 7,448.9 1,391.4 556.5 834.8 339.4 143.9 63.4 28.9

12-31-2039 8,242.0 0.0 0.0 0.0 7,534.0 708.1 283.2 424.8 166.2 67.9 28.9 12.7

12-31-2040 0.0 0.0 0.0 17,064.0 0.0 -17,064.0 -6,825.6 -10,238.4 -3,626.7 -1,347.3 -522.7 -211.0

12-31-2041 0.0 0.0 0.0 17,405.2 0.0 -17,405.2 -6,962.1 -10,443.1 -3,523.1 -1,249.3 -463.6 -179.3

12-31-2042 0.0 0.0 0.0 17,753.3 0.0 -17,753.3 -7,101.3 -10,652.0 -3,422.4 -1,158.5 -411.2 -152.4

12-31-2043 0.0 0.0 0.0 18,108.4 0.0 -18,108.4 -7,243.4 -10,865.0 -3,324.6 -1,074.2 -364.7 -129.6

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 2,058,669.1 0.0 89,692.5 476,001.7 926,811.0 566,163.8 23,681.1 542,482.7 543,272.4 512,874.4 475,405.1 438,899.5

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROVED + PROBABLE (2P) RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

OTHER NONOPERATED FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.

P
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 26,433.7 0.0 0.0 0.0 220.0 26,213.7 0.0 26,213.7 25,403.3 24,658.3 23,970.8 23,334.0

12-31-2021 57,326.8 0.0 0.0 0.0 -1,749.7 59,076.6 0.0 59,076.6 54,987.6 51,362.1 48,129.4 45,231.9

12-31-2022 45,997.7 0.0 0.0 0.0 2,219.0 43,778.7 29,689.7 14,088.9 12,493.4 11,142.9 9,990.8 9,001.0

12-31-2023 68,711.6 0.0 0.0 0.0 20,454.7 48,256.8 38,457.2 9,799.6 8,249.4 7,001.6 5,987.0 5,154.5

12-31-2024 89,303.7 0.0 0.0 -31,404.6 30,785.9 89,922.4 39,424.4 50,498.1 40,776.4 33,258.8 27,376.4 22,723.6

12-31-2025 81,082.1 0.0 0.0 -32,032.7 31,698.3 81,416.4 32,562.1 48,854.3 37,668.4 29,399.2 23,200.9 18,495.9

12-31-2026 57,703.0 0.0 0.0 -2,459.5 14,848.4 45,314.1 18,132.9 27,181.2 19,790.2 14,625.8 10,957.1 8,311.3

12-31-2027 50,445.3 0.0 0.0 30,818.1 6,171.6 13,455.7 5,457.1 7,998.6 5,297.5 3,571.0 2,446.1 1,700.1

12-31-2028 55,479.6 0.0 0.0 33,993.4 8,461.7 13,024.5 5,209.8 7,814.7 4,928.0 3,170.3 2,076.9 1,383.3

12-31-2029 69,322.9 0.0 0.0 0.0 21,831.2 47,491.7 18,996.7 28,495.1 17,938.2 11,540.3 7,572.6 5,059.7

12-31-2030 107,467.2 0.0 0.0 -76,004.4 67,788.0 115,683.6 46,273.4 69,410.1 41,097.5 24,934.9 15,468.8 9,793.6

12-31-2031 96,725.3 0.0 0.0 -77,524.4 69,792.6 104,457.2 41,782.9 62,674.3 35,280.8 20,398.1 12,084.0 7,319.8

12-31-2032 89,329.6 0.0 0.0 -77,869.5 70,594.3 96,604.8 38,641.9 57,962.8 30,876.2 16,934.3 9,537.9 5,504.2

12-31-2033 28,852.4 0.0 0.0 -10,222.4 17,297.7 21,777.1 8,710.8 13,066.2 6,664.5 3,508.2 1,900.5 1,056.9

12-31-2034 8,861.8 0.0 0.0 85,151.3 866.0 -77,155.5 -30,862.2 -46,293.3 -22,299.8 -11,108.9 -5,706.0 -3,014.0

12-31-2035 9,510.8 0.0 0.0 86,854.3 966.2 -78,309.7 -31,323.9 -46,985.8 -21,543.0 -10,238.1 -5,027.1 -2,543.3

12-31-2036 8,049.5 0.0 0.0 84,288.4 809.9 -77,048.9 -30,819.6 -46,229.3 -20,131.1 -9,107.9 -4,266.6 -2,063.4

12-31-2037 7,120.8 0.0 0.0 11,065.1 739.2 -4,683.5 -1,873.4 -2,810.1 -1,128.2 -471.1 -203.8 -91.1

12-31-2038 6,105.7 0.0 0.0 0.0 641.3 5,464.4 2,185.8 3,278.7 1,331.4 563.9 248.2 113.1

12-31-2039 5,707.2 0.0 0.0 0.0 631.8 5,075.4 2,030.1 3,045.2 1,175.7 474.6 199.5 87.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 969,536.7 0.0 0.0 24,653.0 365,068.3 579,815.4 232,675.8 347,139.5 278,856.5 225,618.3 185,943.2 156,558.5

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

POSSIBLE RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

OTHER NONOPERATED FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Revenue Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 310,830.0 0.0 46,546.9 0.0 100,789.9 163,493.2 0.0 163,493.2 159,773.8 156,339.7 153,156.8 150,196.8

12-31-2021 327,494.2 0.0 37,877.0 0.0 96,704.9 192,912.2 0.0 192,912.2 179,430.2 167,490.1 156,854.8 147,332.0

12-31-2022 307,547.0 0.0 0.0 0.0 103,810.0 203,737.0 29,689.7 174,047.2 154,159.3 137,342.2 123,010.2 110,708.8

12-31-2023 298,028.2 0.0 0.0 0.0 105,906.3 192,121.9 70,032.3 122,089.6 103,035.2 87,659.9 75,129.2 64,823.7

12-31-2024 282,607.8 0.0 4,697.7 0.0 107,952.5 169,957.7 67,446.9 102,510.7 82,303.2 66,769.4 54,682.2 45,172.0

12-31-2025 251,378.6 0.0 571.0 0.0 108,988.5 141,819.1 56,711.6 85,107.5 65,200.6 50,582.5 39,693.9 31,477.2

12-31-2026 211,011.7 0.0 0.0 0.0 91,583.0 119,428.7 47,620.3 71,808.4 52,357.7 38,747.9 29,066.9 22,076.5

12-31-2027 186,442.8 0.0 0.0 33,326.8 83,254.2 69,861.8 27,797.0 42,064.8 28,994.3 20,338.6 14,496.6 10,484.6

12-31-2028 172,531.0 0.0 0.0 33,993.4 84,559.8 53,977.8 21,591.1 32,386.7 21,214.8 14,176.0 9,645.8 6,673.0

12-31-2029 157,440.7 0.0 0.0 0.0 84,699.7 72,741.0 29,096.4 43,644.6 27,503.7 17,711.8 11,633.3 7,779.9

12-31-2030 141,501.3 0.0 0.0 2,662.3 85,270.9 53,568.1 21,427.2 32,140.9 19,322.9 11,897.1 7,485.9 4,804.7

12-31-2031 127,161.6 0.0 0.0 2,715.5 87,282.2 37,163.8 14,865.5 22,298.3 12,772.3 7,509.4 4,521.2 2,782.0

12-31-2032 106,552.5 0.0 0.0 0.0 77,944.2 28,608.3 11,443.3 17,165.0 9,356.3 5,246.9 3,019.5 1,779.3

12-31-2033 43,985.2 0.0 0.0 69,204.5 24,618.3 -49,837.5 -19,935.0 -29,902.5 -14,946.1 -7,708.0 -4,090.1 -2,227.6

12-31-2034 21,210.3 0.0 0.0 95,578.1 8,069.5 -82,437.4 -32,975.0 -49,462.4 -23,736.4 -11,780.6 -6,028.8 -3,173.0

12-31-2035 19,523.3 0.0 0.0 97,489.7 8,082.9 -86,049.4 -34,419.8 -51,629.6 -23,611.1 -11,192.6 -5,482.3 -2,766.9

12-31-2036 17,707.2 0.0 0.0 84,288.4 8,033.2 -74,614.4 -29,845.8 -44,768.6 -19,477.0 -8,803.7 -4,120.3 -1,990.8

12-31-2037 16,357.2 0.0 0.0 11,065.1 8,073.2 -2,781.1 -1,112.4 -1,668.6 -641.2 -254.9 -104.3 -43.7

12-31-2038 14,946.0 0.0 0.0 0.0 8,090.3 6,855.8 2,742.3 4,113.5 1,670.8 707.9 311.6 142.1

12-31-2039 13,949.2 0.0 0.0 0.0 8,165.8 5,783.4 2,313.4 3,470.1 1,341.9 542.5 228.4 99.8

12-31-2040 0.0 0.0 0.0 17,064.0 0.0 -17,064.0 -6,825.6 -10,238.4 -3,626.7 -1,347.3 -522.7 -211.0

12-31-2041 0.0 0.0 0.0 17,405.2 0.0 -17,405.2 -6,962.1 -10,443.1 -3,523.1 -1,249.3 -463.6 -179.3

12-31-2042 0.0 0.0 0.0 17,753.3 0.0 -17,753.3 -7,101.3 -10,652.0 -3,422.4 -1,158.5 -411.2 -152.4

12-31-2043 0.0 0.0 0.0 18,108.4 0.0 -18,108.4 -7,243.4 -10,865.0 -3,324.6 -1,074.2 -364.7 -129.6

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 3,028,205.8 0.0 89,692.5 500,654.7 1,291,879.3 1,145,979.2 256,356.9 889,622.3 822,128.9 738,492.7 661,348.3 595,458.0

Totals may not add because of rounding.

Future Net Revenue After UK Corporate Income Taxes

REVENUE, COSTS, AND TAXES

PROVED + PROBABLE + POSSIBLE (3P) RESERVES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

OTHER NONOPERATED FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.
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SUMMARY PROJECTIONS OF RESERVES AND REVENUE 



ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE 

AS OF DECEMBER 31, 2019

PROVED (1P) RESERVES

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

   45,696.8
   42,281.6
   36,219.4
   29,677.2
   24,590.2
   21,260.2
   17,999.6
   12,810.9
    8,073.1
    4,467.0
    2,785.2
    2,436.9
    2,208.4
    2,070.7
    1,943.1

  254,520.4
    7,996.8

  262,517.2
1,869,056.5
2,131,573.7

GAS
MMCF

  249,308.3
  224,888.7
  211,916.9
  169,056.0
  132,960.7
  111,606.9
   99,333.6
   77,674.4
   41,647.4
   26,430.6
   22,014.0
   18,830.2
   16,827.9
   15,720.2
   14,699.2

1,432,914.9
   59,700.3

1,492,615.2
7,714,435.2
9,207,050.4

 

WORKING INTEREST RESERVES

OIL
MBBL

   13,516.2
   13,411.1
   13,128.7
   11,165.2
    9,720.4
    8,718.2
    7,453.5
    5,055.2
    2,941.6
    1,015.2

       70.4
       61.6
       55.8
       52.3
       49.1

   86,414.6
      202.1

   86,616.7

GAS
MMCF

   48,171.4
   40,532.2
   40,652.4
   30,636.5
   21,892.0
   16,174.5
   13,470.7
    9,952.9
    2,352.7
    1,094.3
      837.9
      716.8
      640.5
      598.4
      559.5

  228,282.7
    2,272.4

  230,555.1

NGL
MBBL

    1,267.8
    1,285.9
    1,481.3
    1,103.8
      770.1
      580.8
      471.1
      341.9
       98.8
       29.4
       23.2
       19.8
       17.7
       16.6
       15.5

    7,523.8
       62.9

    7,586.7

EQUIV
MBOE

   23,089.4
   21,685.3
   21,619.1
   17,551.1
   14,265.0
   12,087.7
   10,247.1
    7,113.1
    3,446.1
    1,233.3
      238.1
      205.0
      184.0
      172.1
      161.1

  133,297.5
      656.8

  133,954.3

AVERAGE PRICES
OIL

$/BBL

     61.08
     63.08
     66.27
     70.70
     72.86
     75.18
     77.58
     81.37
     84.55
     88.02
     89.53
     92.40
     95.36
     99.06

    102.88

     70.01
    110.89
     70.11

GAS
$/MCF

     4.549
     5.437
     5.800
     6.146
     6.266
     6.418
     6.565
     6.696
     6.602
     6.955
     7.120
     7.277
     7.437
     7.600
     7.766

     5.728
     8.259
     5.753

NGL
$/BBL

     31.41
     33.02
     35.05
     37.19
     37.95
     38.93
     40.01
     41.44
     44.92
     48.78
     50.53
     52.12
     53.76
     55.80
     57.92

     36.01
     62.32
     36.23

OIL
M$

  825,601.0
  846,005.9
  870,061.4
  789,349.0
  708,221.1
  655,471.4
  578,216.9
  411,333.9
  248,702.7
   89,364.3
    6,301.9
    5,690.6
    5,322.0
    5,183.8
    5,052.0

6,049,877.7
   22,409.7

6,072,287.4

GAS
M$

  219,137.6
  220,367.7
  235,796.1
  188,303.1
  137,166.2
  103,807.2
   88,438.9
   66,647.5
   15,533.8
    7,610.2
    5,966.3
    5,215.7
    4,763.5
    4,547.5
    4,345.2

1,307,646.5
   18,768.8

1,326,415.3

NGL
M$

   39,815.0
   42,455.0
   51,921.6
   41,048.1
   29,224.1
   22,609.1
   18,849.0
   14,169.0
    4,438.5
    1,432.0
    1,172.0
    1,034.0
      953.1
      924.2
      896.9

  270,941.6
    3,920.0

  274,861.5

TOTAL
M$

1,084,553.5
1,108,828.6
1,157,779.2
1,018,700.2
  874,611.4
  781,887.7
  685,504.7
  492,150.3
  268,675.0
   98,406.5
   13,440.2
   11,940.3
   11,038.6
   10,655.5
   10,294.0

7,628,465.8
   45,098.4

7,673,564.2

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

        174
        176
        157
        160
        151
        130
        124
         78
         37
         29
          2
          2
          1
          1
          1

NET

       67.5
       71.2
       63.0
       68.0
       65.2
       52.7
       49.4
       35.9
       22.8
       18.3
        0.1
        0.1
        0.0
        0.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME

M$

        0.0
        0.0
        0.0
        0.0
        0.0

   34,241.4
   91,958.1
   37,522.5
-49,520.6
-72,131.1

-102,721.4
-87,229.7
-49,980.2
-51,204.7

986.4

-248,079.3
-25,572.3

-273,651.6

CAPITAL
COST

M$

  178,743.2
  333,940.5
  189,763.8
  215,945.5
   70,308.1
    2,501.5

   23,897.6
   28,795.4

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

1,043,895.7
        0.0

1,043,895.7

ABDNMNT
COST

M$

        0.0
        0.0

   30,185.1
   30,788.8
    2,364.0

   13,265.8
   11,071.6
   40,633.7

  188,406.1
  193,614.9
  263,458.7
  223,245.8
  129,176.6
  131,760.1

        0.0

1,257,971.3
   70,330.9

1,328,302.3

OPERATING
EXPENSE

M$

  450,535.8
  410,188.7
  417,895.4
  414,831.1
  410,434.5
  385,743.7
  344,008.6
  297,646.3
  204,070.5
   85,119.3
    6,785.0
    6,768.8
    6,812.3
    6,907.0
    7,006.1

3,454,753.4
   36,564.9

3,491,318.2

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

FUTURE NET REVENUE
AFTER UK CORPORATE INCOME TAXES

UNDISCOUNTED
PERIOD

M$

  455,274.4
  364,699.3
  519,934.8
  357,134.8
  391,504.8
  346,135.3
  214,568.9
   87,552.5
-74,280.9

-108,196.6
-154,082.1
-130,844.6
-74,970.2
-76,807.0

2,301.5

2,119,924.7
-36,225.1

2,083,699.7

CUM
M$

  455,274.4
  819,973.8

1,339,908.6
1,697,043.4
2,088,548.1
2,434,683.4
2,649,252.2
2,736,804.7
2,662,523.8
2,554,327.1
2,400,245.0
2,269,400.4
2,194,430.2
2,117,623.2
2,119,924.7

2,119,924.7
2,083,699.7
2,083,699.7

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

  435,996.1
  750,885.9

1,160,467.7
1,417,164.8
1,672,950.8
1,877,887.6
1,993,659.6
2,036,720.7
2,006,314.9
1,964,848.8
1,908,901.7
1,865,929.2
1,842,880.9
1,821,415.6
1,821,994.9

1,821,994.9
1,818,383.6
1,818,383.6

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

1,971,828.1
1,818,383.6
1,663,427.3
1,520,850.1
1,394,460.5
1,284,157.7
1,188,430.8
1,105,392.2
1,033,195.7
  970,189.1
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019

PROBABLE RESERVES

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

    7,186.5
   11,313.5
   11,576.5
   12,619.5
   13,248.0
   12,451.1
   11,528.9
   10,357.2
    9,385.3
    8,400.3
    5,472.8
    4,322.6
    3,197.5
    1,382.7
      387.2

  122,829.5
      132.2

  122,961.7
      320.8

  123,282.5

GAS
MMCF

   34,817.7
   31,142.3
   35,707.9
   50,656.4
   55,162.6
   45,774.7
   37,295.3
   34,943.6
   51,343.7
   45,664.3
   19,966.9
   15,647.5
    9,185.2
    6,506.4
    2,938.4

  476,752.8
    1,321.6

  478,074.4
    1,529.6

  479,604.0

OIL
MBBL

    2,612.0
    4,215.0
    4,414.8
    5,480.7
    5,899.4
    6,053.3
    5,541.4
    4,346.4
    3,196.6
    2,975.6
    2,468.7
    2,000.6
    1,562.3
      438.6

        9.8

   51,215.2
        3.3

   51,218.5

GAS
MMCF

    6,590.4
    7,088.4
    5,089.8

   11,807.5
   14,485.7
   12,616.1
    9,539.8
    8,046.8

   12,019.1
    9,956.2
    2,523.1
    1,246.7
      421.4
      255.1
      111.8

  101,797.8
       50.3

  101,848.1

NGL
MBBL

      163.0
      266.2
      213.6
      489.9
      561.8
      422.5
      314.0
      259.9
      373.0
      317.2
      101.1
       39.9
        9.3
        6.8
        3.1

    3,541.5
        1.4

    3,542.9

EQUIV
MBOE

    3,911.3
    5,703.3
    5,506.0
    8,006.4
    8,958.8
    8,651.0
    7,500.1
    5,993.7
    5,641.9
    5,009.4
    3,004.8
    2,255.5
    1,644.3
      489.4
       32.2

   72,308.1
       13.4

   72,321.5

AVERAGE PRICES
OIL

$/BBL

     61.23
     63.31
     66.52
     70.75
     73.24
     75.69
     77.81
     81.25
     84.42
     88.01
     91.17
     94.09
     97.02

    100.69
    102.88

     76.63
    113.13
     76.63

GAS
$/MCF

     4.655
     5.804
     5.477
     6.159
     6.265
     6.407
     6.535
     6.661
     6.877
     6.984
     6.995
     7.058
     7.465
     7.451
     7.766

     6.331
     8.433
     6.332

NGL
$/BBL

     32.18
     33.99
     34.66
     38.35
     39.87
     40.76
     41.19
     42.58
     43.22
     45.63
     51.18
     51.52
     53.76
     55.80
     57.92

     40.38
     63.59
     40.39

OIL
M$

  159,942.7
  266,833.6
  293,670.0
  387,741.1
  432,054.1
  458,176.7
  431,165.2
  353,147.2
  269,870.6
  261,895.5
  225,079.6
  188,228.1
  151,577.3
   44,162.5
    1,006.6

3,924,550.8
      377.8

3,924,928.7

GAS
M$

   30,680.4
   41,140.7
   27,876.7
   72,721.0
   90,755.6
   80,833.9
   62,339.6
   53,603.4
   82,651.2
   69,535.4
   17,648.9
    8,799.1
    3,145.6
    1,901.0
      868.6

  644,501.1
      424.2

  644,925.3

NGL
M$

    5,243.9
    9,049.9
    7,404.7

   18,784.7
   22,397.5
   17,221.3
   12,934.4
   11,067.7
   16,122.6
   14,474.5
    5,174.8
    2,057.9
      500.4
      378.5
      179.3

  142,992.0
       88.5

  143,080.6

TOTAL
M$

  195,866.9
  317,024.2
  328,951.4
  479,246.8
  545,207.2
  556,231.9
  506,439.2
  412,818.3
  368,644.3
  345,905.4
  247,903.3
  199,085.0
  155,223.3
   46,442.0
    2,054.5

4,707,043.9
      890.6

4,707,934.5

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          7

         20
         21
         18
         36
         35
         69

        103
         91
         79
         30
         24
         19
          3

NET

        0.0
        3.9

       11.3
       10.2
        6.4

       18.5
       18.5
       27.0
       35.8
       28.4
       32.4
       18.5
       15.9
       13.7
        0.1

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0

  180,329.8
  293,397.4
  290,898.9
  185,948.7
  143,139.0
  148,890.6
  117,290.8
   86,296.9
   26,089.8
-22,085.0
-2,708.1

-69,282.5

1,378,206.2
-157,873.8

1,220,332.4

CAPITAL
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

ABDNMNT
COST

M$

        0.0
        0.0

-30,185.1
-30,788.8
29,040.6
18,766.9
-8,612.0

-26,831.9
-176,887.3
-181,865.7
-150,506.6
-21,808.8
72,313.8
12,009.4

175,885.3

-319,470.3
397,616.4
78,146.1

OPERATING
EXPENSE

M$

    3,911.5
   24,637.6
   49,134.9
   45,536.6
   69,699.0

  104,600.1
  123,077.3
  108,572.2
  173,305.1
  234,544.2
  182,667.6
  155,669.3
  138,121.9
   41,203.0

      197.4

1,454,877.8
       92.0

1,454,969.9

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

  191,955.4
  292,386.6
  310,001.6
  284,169.2
  153,070.2
  141,966.1
  206,025.2
  187,939.0
  223,335.9
  175,936.2
  129,445.4
   39,134.7
-33,127.5
-4,062.2

-104,745.7

2,193,430.2
-238,944.1

1,954,486.1

CUM
M$

  191,955.4
  484,342.0
  794,343.7

1,078,512.9
1,231,583.1
1,373,549.2
1,579,574.4
1,767,513.5
1,990,849.4
2,166,785.5
2,296,230.9
2,335,365.6
2,302,238.1
2,298,175.9
2,193,430.2

2,193,430.2
1,954,486.1
1,954,486.1

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

  181,929.4
  435,111.5
  679,654.2
  882,741.3
  982,173.5

1,066,275.1
1,177,701.3
1,270,418.1
1,367,978.2
1,437,193.5
1,485,102.0
1,498,119.5
1,489,077.4
1,488,819.8
1,461,809.8

1,461,809.8
1,410,503.7
1,410,503.7

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

1,660,747.6
1,410,503.7
1,209,332.8
1,050,087.7
  923,814.7
  822,764.0
  740,899.2
  673,695.0
  617,800.0
  570,731.2
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

   52,883.4
   53,595.1
   47,795.9
   42,296.7
   37,838.3
   33,711.2
   29,528.5
   23,168.1
   17,458.4
   12,867.3
    8,258.0
    6,759.6
    5,405.9
    3,453.4
    2,330.2

  377,349.9
    8,129.0

  385,478.9
1,869,377.2
2,254,856.1

GAS
MMCF

  284,126.0
  256,030.9
  247,624.8
  219,712.5
  188,123.3
  157,381.6
  136,628.9
  112,618.0
   92,991.1
   72,094.8
   41,981.0
   34,477.7
   26,013.1
   22,226.6
   17,637.6

1,909,667.7
   61,021.8

1,970,689.6
7,715,964.8
9,686,654.4

PROVED + PROBABLE (2P) RESERVES 

OIL
MBBL

   16,128.3
   17,626.0
   17,543.5
   16,645.9
   15,619.8
   14,771.5
   12,994.8
    9,401.5
    6,138.2
    3,990.9
    2,539.1
    2,062.2
    1,618.1
      490.9
       58.9

  137,629.8
      205.4

  137,835.3

GAS
MMCF

   54,761.8
   47,620.6
   45,742.2
   42,444.0
   36,377.7
   28,790.6
   23,010.5
   17,999.7
   14,371.8
   11,050.4
    3,361.0
    1,963.4
    1,061.9
      853.5
      671.4

  330,080.5
    2,322.7

  332,403.2

NGL
MBBL

    1,430.8
    1,552.1
    1,695.0
    1,593.7
    1,331.9
    1,003.3
      785.1
      601.9
      471.9
      346.6
      124.3
       59.8
       27.0
       23.3
       18.6

   11,065.3
       64.3

   11,129.6

EQUIV
MBOE

   27,000.7
   27,388.6
   27,125.1
   25,557.5
   23,223.8
   20,738.7
   17,747.3
   13,106.8
    9,088.0
    6,242.7
    3,242.9
    2,460.5
    1,828.3
      661.4
      193.2

  205,605.5
      670.2

  206,275.7

AVERAGE PRICES
OIL

$/BBL

     61.11
     63.14
     66.33
     70.71
     73.00
     75.39
     77.68
     81.31
     84.48
     88.02
     91.13
     94.04
     96.96

    100.52
    102.88

     72.47
    110.92
     72.53

GAS
$/MCF

     4.562
     5.491
     5.764
     6.150
     6.265
     6.413
     6.553
     6.681
     6.832
     6.981
     7.026
     7.138
     7.448
     7.555
     7.766

     5.914
     8.263
     5.931

NGL
$/BBL

     31.49
     33.18
     35.00
     37.54
     38.76
     39.70
     40.48
     41.93
     43.57
     45.90
     51.06
     51.72
     53.76
     55.80
     57.92

     37.41
     62.35
     37.55

OIL
M$

  985,543.7
1,112,839.5
1,163,731.4
1,177,090.1
1,140,275.2
1,113,648.0
1,009,382.1
  764,481.1
  518,573.3
  351,259.7
  231,381.5
  193,918.7
  156,899.3
   49,346.3
    6,058.6

9,974,428.6
   22,787.5

9,997,216.1

GAS
M$

  249,817.9
  261,508.4
  263,672.9
  261,024.1
  227,921.8
  184,641.1
  150,778.4
  120,250.9
   98,185.0
   77,145.6
   23,615.2
   14,014.8
    7,909.1
    6,448.5
    5,213.7

1,952,147.5
   19,193.0

1,971,340.5

NGL
M$

   45,058.8
   51,504.9
   59,326.3
   59,832.8
   51,621.6
   39,830.5
   31,783.4
   25,236.6
   20,561.1
   15,906.5
    6,346.8
    3,091.8
    1,453.5
    1,302.7
    1,076.2

  413,933.6
    4,008.5

  417,942.1

TOTAL
M$

1,280,420.4
1,425,852.8
1,486,730.6
1,497,947.0
1,419,818.6
1,338,119.6
1,191,943.9
  904,968.6
  637,319.4
  444,311.9
  261,343.5
  211,025.3
  166,261.9
   57,097.6
   12,348.5

12,335,509.7
   45,989.0

12,381,498.7

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

        174
        183
        177
        181
        169
        166
        159
        147
        140
        120
         81
         32
         25
         20
          4

NET

       67.5
       75.1
       74.3
       78.2
       71.6
       71.2
       67.9
       62.9
       58.5
       46.8
       32.5
       18.6
       15.9
       13.8
        0.2

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0

  180,329.8
  293,397.4
  325,140.3
  277,906.7
  180,661.5
   99,370.0
   45,159.7
-16,424.5
-61,139.9
-72,065.1
-53,912.8
-68,296.1

1,130,126.9
-183,446.1
946,680.8

CAPITAL
COST

M$

  178,743.2
  333,940.5
  189,763.8
  215,945.5
   70,308.1
    2,501.5

   23,897.6
   28,795.4

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

1,043,895.7
        0.0

1,043,895.7

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0

   31,404.6
   32,032.7
    2,459.5

   13,801.7
   11,518.9
   11,749.3

  112,952.1
  201,437.0
  201,490.4
  143,769.5
  175,885.3

  938,501.0
  467,947.3

1,406,448.4

OPERATING
EXPENSE

M$

  454,447.3
  434,826.4
  467,030.4
  460,367.8
  480,133.5
  490,343.8
  467,085.9
  406,218.5
  377,375.6
  319,663.5
  189,452.6
  162,438.1
  144,934.3
   48,110.1
    7,203.5

4,909,631.2
   36,656.9

4,946,288.1

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

  647,229.9
  657,085.9
  829,936.4
  641,304.0
  544,575.0
  488,101.3
  420,594.1
  275,491.5
  149,055.0
   67,739.5
-24,636.7
-91,709.8

-108,097.7
-80,869.2

-102,444.2

4,313,354.9
-275,169.2

4,038,185.8

CUM
M$

  647,229.9
1,304,315.8
2,134,252.2
2,775,556.3
3,320,131.3
3,808,232.6
4,228,826.7
4,504,318.2
4,653,373.1
4,721,112.6
4,696,475.9
4,604,766.0
4,496,668.4
4,415,799.1
4,313,354.9

4,313,354.9
4,038,185.8
4,038,185.8

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

  617,925.5
1,185,997.4
1,840,121.9
2,299,906.1
2,655,124.2
2,944,162.8
3,171,360.9
3,307,138.8
3,374,293.1
3,402,042.3
3,394,003.6
3,364,048.8
3,331,958.3
3,310,235.4
3,283,804.7

3,283,804.7
3,228,887.3
3,228,887.3

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

3,632,575.7
3,228,887.3
2,872,760.1
2,570,937.8
2,318,275.3
2,106,921.8
1,929,330.0
1,779,087.2
1,650,995.7
1,540,920.2
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019

POSSIBLE RESERVES

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

    6,304.3
   12,586.1
   11,547.8
   12,563.1
   16,874.6
   14,172.0
   11,887.7
   10,817.5
   10,049.1
    9,278.1
    9,814.9
    8,578.3
    8,078.9
    7,326.3
    6,277.3

  156,155.9
   16,727.0

  172,882.9
      318.9

  173,201.8

GAS
MMCF

   26,366.8
   55,925.8
   30,368.3
   25,242.0
   42,780.3
   46,248.1
   42,713.1
   44,465.9
   44,704.3
   44,584.0
   58,563.4
   50,340.6
   45,697.3
   22,746.4
   13,023.1

  593,769.4
   48,179.2

  641,948.6
    1,706.1

  643,654.7

OIL
MBBL

    2,357.4
    4,118.1
    4,574.2
    5,191.5
    7,388.9
    6,579.9
    5,783.3
    5,125.9
    4,582.7
    3,862.5
    3,460.1
    2,876.0
    2,727.9
    2,966.2
    2,810.6

   64,405.3
    7,926.7

   72,332.0

GAS
MMCF

    4,064.7
    5,287.5
    3,482.5
    3,251.6
    8,063.0

   13,519.5
   12,529.9
   11,723.8
   11,281.6
    9,518.7

   14,104.2
   12,658.2
   11,015.5
    2,773.0
      620.6

  123,894.2
    2,000.2

  125,894.4

NGL
MBBL

      104.0
      108.9
       84.9
       92.8

      294.7
      501.6
      445.3
      409.8
      389.9
      358.4
      475.2
      427.2
      375.8
      121.7
       13.1

    4,203.2
       49.4

    4,252.6

EQUIV
MBOE

    3,162.1
    5,138.6
    5,259.6
    5,844.9
    9,073.8
    9,412.4
    8,389.0
    7,557.0
    6,917.7
    5,862.0
    6,367.1
    5,485.6
    5,003.0
    3,566.1
    2,930.7

   89,969.6
    8,320.9

   98,290.5

AVERAGE PRICES
OIL

$/BBL

     61.15
     63.21
     66.51
     70.85
     72.93
     75.37
     77.88
     81.88
     85.04
     88.16
     91.04
     93.85
     96.82

    100.58
    104.43

     80.00
    111.93
     83.50

GAS
$/MCF

     4.762
     5.556
     5.872
     6.386
     6.435
     6.463
     6.574
     6.688
     6.790
     6.891
     7.104
     7.278
     7.393
     7.399
     7.860

     6.710
     7.934
     6.730

NGL
$/BBL

     31.78
     31.50
     33.84
     36.28
     38.49
     41.04
     42.50
     44.37
     45.26
     45.49
     46.05
     48.13
     50.00
     54.36
     57.92

     43.91
     62.10
     44.12

OIL
M$

  144,157.2
  260,284.3
  304,215.9
  367,836.9
  538,866.4
  495,929.6
  450,377.1
  419,710.5
  389,696.8
  340,516.4
  315,002.4
  269,909.0
  264,106.2
  298,347.4
  293,510.0

5,152,466.1
  887,196.9

6,039,663.0

GAS
M$

   19,358.0
   29,375.6
   20,450.4
   20,763.5
   51,883.2
   87,379.7
   82,371.5
   78,409.3
   76,604.5
   65,595.3

  100,200.2
   92,125.9
   81,436.8
   20,519.0
    4,877.9

  831,350.8
   15,869.0

  847,219.8

NGL
M$

    3,303.4
    3,429.9
    2,874.4
    3,365.4

   11,343.9
   20,582.4
   18,923.6
   18,182.7
   17,645.1
   16,302.6
   21,884.3
   20,559.1
   18,791.9
    6,616.3
      759.1

  184,564.0
    3,066.9

  187,630.9

TOTAL
M$

  166,818.6
  293,089.7
  327,540.7
  391,965.8
  597,093.6
  603,891.7
  551,672.3
  521,302.4
  483,946.3
  422,414.3
  437,086.9
  382,593.9
  364,334.9
  325,482.7
  299,147.0

6,168,380.9
  906,132.8

7,074,513.7

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          2
          7
          6

         22
         19
         26
         24
         29
         43
         63
         99

        102
         71
         71

NET

        0.0
        0.3
        3.1
        3.8

       10.9
        7.5

       11.5
       11.1
       13.8
       21.4
       27.1
       32.6
       32.7
       23.5
       30.4

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0

  167,620.9
  247,412.8
  259,409.8
  226,605.4
  192,562.4
  158,056.7
  140,564.1
  132,107.6
  142,897.9
  157,051.5
  145,295.5
   68,949.5
   33,384.0

2,071,918.0
-179,120.5

1,892,797.5

CAPITAL
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0

-31,404.6
-32,032.7
-2,459.5
19,525.1
22,474.5

-11,749.3
-98,305.6

-186,497.5
-189,022.0
-38,181.1
14,604.9

-533,047.9
653,452.1
120,404.3

OPERATING
EXPENSE

M$

    3,897.3
-2,948.0
7,228.9

40,159.2
73,466.9
69,411.0
72,725.9

106,635.6
110,061.7
103,894.6
178,147.6
176,462.8
190,118.1
191,289.9
201,082.2

1,521,633.8
700,481.8

2,222,115.6

           

           

UNDISCOUNTED
PERIOD

M$

  162,921.4
  296,037.7
  152,690.9
  104,393.8
  295,621.5
  339,908.1
  288,843.5
  237,085.0
  210,846.1
  198,161.3
  214,346.9
  235,577.2
  217,943.3
  103,424.3
   50,076.0

3,107,877.0
-268,680.7

2,839,196.3

CUM
M$

  162,921.4
  458,959.1
  611,649.9
  716,043.8

1,011,665.3
1,351,573.3
1,640,416.9
1,877,501.9
2,088,348.0
2,286,509.3
2,500,856.2
2,736,433.4
2,954,376.7
3,057,801.0
3,107,877.0

3,107,877.0
2,839,196.3
2,839,196.3

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

  154,839.2
  410,564.3
  531,094.6
  605,518.9
  797,479.6
  999,520.1

1,155,338.0
1,271,204.4
1,364,857.0
1,445,193.0
1,523,158.7
1,601,299.5
1,666,819.5
1,695,492.4
1,709,146.5

1,709,146.5
1,687,854.0
1,687,854.0

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

2,174,279.4
1,687,854.0
1,344,966.8
1,101,823.6
  925,860.8
  795,339.6
  696,094.9
  618,856.5
  557,461.5
  507,729.1
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

   59,187.7
   66,181.2
   59,343.7
   54,859.8
   54,712.8
   47,883.2
   41,416.2
   33,985.5
   27,507.5
   22,145.4
   18,072.9
   15,337.8
   13,484.8
   10,779.7
    8,607.5

  533,505.8
   24,856.0

  558,361.8
1,869,696.1
2,428,057.9

GAS
MMCF

  310,492.8
  311,956.7
  277,993.2
  244,954.4
  230,903.6
  203,629.7
  179,342.0
  157,083.9
  137,695.3
  116,678.8
  100,544.4
   84,818.3
   71,710.3
   44,973.0
   30,660.7

2,503,437.1
  109,201.0

2,612,638.1
7,717,671.0

10,330,309.1

PROVED + PROBABLE + POSSIBLE (3P) RESERVES 

OIL
MBBL

   18,485.7
   21,744.1
   22,117.7
   21,837.4
   23,008.7
   21,351.4
   18,778.2
   14,527.5
   10,721.0
    7,853.4
    5,999.2
    4,938.2
    4,346.0
    3,457.2
    2,869.5

  202,035.1
    8,132.1

  210,167.3

GAS
MMCF

   58,826.5
   52,908.1
   49,224.7
   45,695.6
   44,440.6
   42,310.1
   35,540.4
   29,723.4
   25,653.4
   20,569.2
   17,465.2
   14,621.6
   12,077.4
    3,626.5
    1,291.9

  453,974.8
    4,322.9

  458,297.6

NGL
MBBL

    1,534.7
    1,661.0
    1,779.9
    1,686.4
    1,626.6
    1,504.9
    1,230.4
    1,011.7
      861.7
      705.0
      599.5
      486.9
      402.9
      145.1
       31.7

   15,268.5
      113.7

   15,382.2

EQUIV
MBOE

   30,162.9
   32,527.2
   32,384.7
   31,402.4
   32,297.6
   30,151.2
   26,136.2
   20,663.8
   16,005.7
   12,104.7
    9,609.9
    7,946.1
    6,831.2
    4,227.5
    3,123.9

  295,575.1
    8,991.1

  304,566.2

AVERAGE PRICES
OIL

$/BBL

     61.11
     63.15
     66.37
     70.75
     72.98
     75.39
     77.74
     81.51
     84.72
     88.09
     91.08
     93.93
     96.87

    100.57
    104.40

     74.87
    111.90
     76.31

GAS
$/MCF

     4.576
     5.498
     5.772
     6.167
     6.296
     6.429
     6.560
     6.684
     6.813
     6.940
     7.089
     7.259
     7.398
     7.436
     7.811

     6.131
     8.111
     6.150

NGL
$/BBL

     31.51
     33.07
     34.95
     37.47
     38.71
     40.14
     41.21
     42.92
     44.34
     45.69
     47.09
     48.57
     50.25
     54.59
     57.92

     39.20
     62.24
     39.37

OIL
M$

1,129,700.8
1,373,123.8
1,467,947.4
1,544,927.1
1,679,141.6
1,609,577.7
1,459,759.2
1,184,191.5
  908,270.1
  691,776.1
  546,383.9
  463,827.7
  421,005.5
  347,693.7
  299,568.6

15,126,894.6
  909,984.4

16,036,879.1

GAS
M$

  269,176.0
  290,884.0
  284,123.2
  281,787.7
  279,805.1
  272,020.8
  233,150.0
  198,660.1
  174,789.5
  142,740.9
  123,815.3
  106,140.7
   89,345.9
   26,967.5
   10,091.6

2,783,498.4
   35,061.9

2,818,560.3

NGL
M$

   48,362.3
   54,934.8
   62,200.7
   63,198.2
   62,965.6
   60,412.8
   50,707.0
   43,419.3
   38,206.2
   32,209.2
   28,231.1
   23,650.9
   20,245.4
    7,919.0
    1,835.3

  598,497.6
    7,075.4

  605,573.0

TOTAL
M$

1,447,239.1
1,718,942.5
1,814,271.3
1,889,912.9
2,016,912.2
1,942,011.4
1,743,616.1
1,426,271.0
1,121,265.7
  866,726.2
  698,430.3
  593,619.3
  530,596.7
  382,580.3
  311,495.5

18,503,890.6
  952,121.8

19,456,012.4

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

        174
        185
        184
        187
        191
        185
        185
        171
        169
        163
        144
        131
        127
         91
         75

NET

       67.5
       75.4
       77.4
       82.0
       82.5
       78.6
       79.4
       74.1
       72.4
       68.2
       59.6
       51.2
       48.6
       37.3
       30.5

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0

  167,620.9
  427,742.6
  552,807.2
  551,745.7
  470,469.1
  338,718.2
  239,934.0
  177,267.2
  126,473.4
   95,911.6
   73,230.4
   15,036.7
-34,912.2

3,202,044.9
-362,566.5

2,839,478.3

CAPITAL
COST

M$

  178,743.2
  333,940.5
  189,763.8
  215,945.5
   70,308.1
    2,501.5

   23,897.6
   28,795.4

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

1,043,895.7
        0.0

1,043,895.7

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   33,326.8
   33,993.4

        0.0
   14,646.5
   14,939.5
   12,468.4

  105,588.4
  190,490.2

  405,453.2
1,121,399.5
1,526,852.6

OPERATING
EXPENSE

M$

  458,344.6
  431,878.4
  474,259.3
  500,527.0
  553,600.4
  559,754.8
  539,811.8
  512,854.1
  487,437.3
  423,558.1
  367,600.3
  338,900.9
  335,052.3
  239,400.0
  208,285.7

6,431,265.0
  737,138.7

7,168,403.7

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

  810,151.3
  953,123.6
  982,627.3
  745,697.9
  840,196.5
  828,009.4
  709,437.6
  512,576.5
  359,901.1
  265,900.9
  189,710.1
  143,867.4
  109,845.6
   22,555.1
-52,368.2

7,421,231.9
-543,849.8

6,877,382.1

CUM
M$

  810,151.3
1,763,274.9
2,745,902.2
3,491,600.0
4,331,796.5
5,159,805.9
5,869,243.5
6,381,820.1
6,741,721.1
7,007,622.0
7,197,332.1
7,341,199.5
7,451,045.1
7,473,600.1
7,421,231.9

7,421,231.9
6,877,382.1
6,877,382.1

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

  772,764.6
1,596,561.6
2,371,216.5
2,905,425.0
3,452,603.9
3,943,682.9
4,326,698.9
4,578,343.2
4,739,150.1
4,847,235.3
4,917,162.3
4,965,348.3
4,998,777.8
5,005,727.7
4,992,951.2

4,992,951.2
4,916,741.2
4,916,741.2

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

5,806,855.1
4,916,741.2
4,217,727.0
3,672,761.4
3,244,136.1
2,902,261.3
2,625,424.8
2,397,943.7
2,208,457.1
2,048,649.4
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ITHACA ENERGY (UK) LIMITED INTEREST
SUMMARY - CERTAIN PROPERTIES

LOCATED IN CAPTAIN AND NUTMEG-SURPRISE FIELDS
UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

    8,669.3
    8,128.0
    8,376.5
    8,359.5
    8,337.1
    8,127.5
    7,345.7
    5,026.4
    2,984.0
      973.3

        0.0
        0.0
        0.0
        0.0
        0.0

   66,327.2
        0.0

   66,327.2
  335,693.0
  402,020.2

GAS
MMCF

    1,845.3
    1,629.4
    1,550.6
    1,444.9
    1,444.8
    1,424.1
    1,179.8
      802.5
      461.0
      143.5

        0.0
        0.0
        0.0
        0.0
        0.0

   11,925.9
        0.0

   11,925.9
   66,703.1
   78,629.0

OIL
MBBL

    7,368.9
    6,908.8
    7,120.0
    7,105.5
    7,086.5
    6,908.4
    6,243.8
    4,272.4
    2,536.4
      827.3

        0.0
        0.0
        0.0
        0.0
        0.0

   56,378.1
        0.0

   56,378.1

GAS
MMCF

      272.9
      241.0
      229.3
      213.7
      213.7
      210.6
      174.5
      118.7
       68.2
       21.2
        0.0
        0.0
        0.0
        0.0
        0.0

    1,763.8
        0.0

    1,763.8

NGL
MBBL

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

EQUIV
MBOE

    7,416.0
    6,950.4
    7,159.5
    7,142.4
    7,123.4
    6,944.7
    6,273.9
    4,292.9
    2,548.1
      831.0

        0.0
        0.0
        0.0
        0.0
        0.0

   56,682.2
        0.0

   56,682.2

AVERAGE PRICES
OIL

$/BBL

     60.78
     62.63
     65.93
     70.44
     72.81
     75.25
     77.63
     81.41
     84.61
     88.18
      0.00
      0.00
      0.00
      0.00
      0.00

     71.06
      0.00

     71.06

GAS
$/MCF

     1.084
     1.905
     2.116
     2.476
     2.603
     2.756
     2.898
     3.017
     3.137
     3.260
     0.000
     0.000
     0.000
     0.000
     0.000

     2.298
     0.000
     2.298

NGL
$/BBL

      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

      0.00
      0.00
      0.00

OIL
M$

  447,884.3
  432,698.6
  469,420.6
  500,514.6
  515,969.0
  519,856.8
  484,707.4
  347,817.9
  214,601.2
   72,953.2

        0.0
        0.0
        0.0
        0.0
        0.0

4,006,423.7
        0.0

4,006,423.7

GAS
M$

      295.8
      459.1
      485.3
      529.1
      556.2
      580.5
      505.7
      358.1
      213.9
       69.2
        0.0
        0.0
        0.0
        0.0
        0.0

    4,052.9
        0.0

    4,052.9

NGL
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

TOTAL
M$

  448,180.2
  433,157.6
  469,905.9
  501,043.7
  516,525.3
  520,437.3
  485,213.1
  348,176.0
  214,815.1
   73,022.4

        0.0
        0.0
        0.0
        0.0
        0.0

4,010,476.6
        0.0

4,010,476.6

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

         34
         38
         36
         43
         41
         30
         28
         26
         24
         19
          0
          0
          0
          0
          0

NET

       28.9
       32.3
       30.6
       36.6
       34.9
       25.5
       23.8
       22.1
       20.4
       16.2
        0.0
        0.0
        0.0
        0.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0
        0.0
        0.0

   26,784.3
   77,237.7
   40,333.5
   20,185.3
    1,761.3
-45,811.1
-46,727.3
-47,661.9
-48,615.1

        0.0

-22,513.3
        0.0

-22,513.3

CAPITAL
COST

M$

   71,422.5
  151,596.4
  135,879.7
  206,853.6
   60,176.1
    1,930.6

   23,897.6
   28,795.4

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  680,551.9
        0.0

  680,551.9

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  114,527.7
  116,818.3
  119,154.6
  121,537.7

        0.0

  472,038.4
        0.0

  472,038.4

OPERATING
EXPENSE

M$

  165,754.7
  168,339.1
  181,122.4
  185,934.2
  212,346.4
  220,969.2
  203,856.6
  184,935.7
  164,351.7
   68,619.0

        0.0
        0.0
        0.0
        0.0
        0.0

1,756,229.0
        0.0

1,756,229.0

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

  211,003.0
  113,222.1
  152,903.8
  108,255.9
  244,002.8
  270,753.3
  180,221.3
   94,111.4
   30,278.0
    2,642.0
-68,716.6
-70,091.0
-71,492.8
-72,922.6

        0.0

1,124,170.6
        0.0

1,124,170.6

CUM
M$

  211,003.0
  324,225.1
  477,128.9
  585,384.7
  829,387.5

1,100,140.8
1,280,362.1
1,374,473.5
1,404,751.6
1,407,393.6
1,338,677.0
1,268,586.0
1,197,093.2
1,124,170.6
1,124,170.6

1,124,170.6
1,124,170.6
1,124,170.6

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

  202,434.7
  299,371.8
  419,842.5
  497,399.8
  656,730.2
  816,901.6
  914,104.6
  960,494.2
  974,263.8
  975,389.9
  949,968.4
  926,395.7
  904,537.4
  884,268.8
  884,268.8

  884,268.8
  884,268.8
  884,268.8

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

1,001,287.7
  884,268.8
  781,830.6
  695,175.9
  622,853.4
  562,698.0
  512,570.9
  470,605.0
  435,254.6
  405,270.9
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019

PROBABLE RESERVES

SUMMARY - CERTAIN PROPERTIES
LOCATED IN CAPTAIN AND NUTMEG-SURPRISE FIELDS

UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

    1,835.3
    2,338.7
    2,583.4
    2,998.1
    3,968.7
    4,838.8
    4,644.0
    3,556.9
    2,243.4
    2,142.8
    2,247.0
    1,910.7
    1,596.3
      489.4

        0.0

   37,393.3
        0.0

   37,393.3
       29.4

   37,422.8

GAS
MMCF

      321.9
      439.1
      542.6
      677.6
      802.9
      915.8
      980.6
      759.1
      474.8
      331.2
      330.4
      273.3
      223.0
       67.9
        0.0

    7,140.5
        0.0

    7,140.5
        5.2

    7,145.7

OIL
MBBL

    1,560.0
    1,987.9
    2,195.9
    2,548.4
    3,373.4
    4,113.0
    3,947.4
    3,023.3
    1,906.9
    1,821.4
    1,909.9
    1,624.1
    1,356.8
      416.0

        0.0

   31,784.3
        0.0

   31,784.3

GAS
MMCF

       47.6
       64.9
       80.3

      100.2
      118.8
      135.5
      145.0
      112.3
       70.2
       49.0
       48.9
       40.4
       33.0
       10.0
        0.0

    1,056.1
        0.0

    1,056.1

NGL
MBBL

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

EQUIV
MBOE

    1,568.2
    1,999.1
    2,209.7
    2,565.7
    3,393.9
    4,136.3
    3,972.4
    3,042.7
    1,919.0
    1,829.8
    1,918.3
    1,631.1
    1,362.5
      417.7

        0.0

   31,966.4
        0.0

   31,966.4

AVERAGE PRICES
OIL

$/BBL

     60.78
     62.63
     65.93
     70.44
     72.81
     75.25
     77.63
     81.41
     84.61
     88.18
     91.25
     94.12
     97.08

    100.78
      0.00

     77.84
      0.00

     77.84

GAS
$/MCF

     1.084
     1.905
     2.116
     2.476
     2.603
     2.756
     2.898
     3.017
     3.137
     3.260
     3.400
     3.542
     3.688
     3.836
     0.000

     2.731
     0.000
     2.731

NGL
$/BBL

      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

      0.00
      0.00
      0.00

OIL
M$

   94,817.0
  124,499.8
  144,774.0
  179,509.6
  245,617.0
  309,500.7
  306,435.0
  246,129.9
  161,341.8
  160,607.9
  174,280.0
  152,859.4
  131,720.5
   41,926.2

        0.0

2,474,018.7
        0.0

2,474,018.7

GAS
M$

       51.6
      123.7
      169.8
      248.1
      309.1
      373.3
      420.3
      338.7
      220.3
      159.7
      166.1
      143.2
      121.6
       38.5
        0.0

    2,884.3
        0.0

    2,884.3

NGL
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

TOTAL
M$

   94,868.6
  124,623.5
  144,943.8
  179,757.8
  245,926.1
  309,874.0
  306,855.3
  246,468.7
  161,562.1
  160,767.6
  174,446.1
  153,002.5
  131,842.1
   41,964.7

        0.0

2,476,903.0
        0.0

2,476,903.0

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          4
          4
          4
          5

         16
         15
         15
         12
          7

         21
         19
         17
         16
          0

NET

        0.0
        3.4
        3.4
        3.4
        4.3

       13.6
       12.8
       12.8
       10.2
        6.0

       17.9
       16.2
       14.5
       13.6
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0

   60,545.4
  165,764.2
  205,902.1
  131,402.4
   99,533.0
   52,860.1
   30,575.3
   65,602.8
   59,620.6
   52,056.2
   49,085.2
-49,587.4

  923,359.9
-154,792.4
768,567.5

CAPITAL
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

-114,527.7
-116,818.3
-119,154.6
-121,537.7
123,968.5

-348,069.9
386,981.0
38,911.1

OPERATING
EXPENSE

M$

    4,789.7
    7,496.7
    8,640.1

   12,151.5
   16,489.7
   25,415.8
   39,910.6
   27,764.2
   29,411.8
   84,329.4

  124,966.9
  120,769.4
  120,856.3
   40,789.6

        0.0

  663,781.6
        0.0

  663,781.6

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

   90,078.9
  117,126.8
  136,303.7
  107,060.9
   63,672.2
   78,556.0

  135,542.3
  119,171.5
   79,290.2
   45,862.9
   98,404.2
   89,430.9
   78,084.3
   73,627.8
-74,381.1

1,237,831.3
 -232,188.6
1,005,642.7

CUM
M$

   90,078.9
  207,205.8
  343,509.4
  450,570.3
  514,242.5
  592,798.5
  728,340.8
  847,512.3
  926,802.5
  972,665.4

1,071,069.6
1,160,500.4
1,238,584.7
1,312,212.4
1,237,831.3

1,237,831.3
1,005,642.7
1,005,642.7

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

   85,743.3
  186,970.7
  294,554.1
  370,961.3
  412,125.1
  458,662.7
  531,877.3
  590,440.0
  626,036.6
  644,723.0
  681,115.9
  711,228.8
  735,125.1
  755,599.6
  736,304.7

  736,304.7
  686,438.8
  686,438.8

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

  829,962.0
  686,438.8
  575,315.7
  490,283.7
  424,877.5
  373,933.2
  333,635.9
  301,241.3
  274,786.5
  252,860.8
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019 SUMMARY - CERTAIN PROPERTIES

LOCATED IN CAPTAIN AND NUTMEG-SURPRISE FIELDS
UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

   10,504.6
   10,466.7
   10,959.8
   11,357.6
   12,305.8
   12,966.3
   11,989.6
    8,583.2
    5,227.3
    3,116.1
    2,247.0
    1,910.7
    1,596.3
      489.4

        0.0

  103,720.5
        0.0

  103,720.5
  335,722.4
  439,442.9

GAS
MMCF

    2,167.2
    2,068.5
    2,093.2
    2,122.5
    2,247.7
    2,340.0
    2,160.3
    1,561.7
      935.8
      474.7
      330.4
      273.3
      223.0
       67.9
        0.0

   19,066.4
        0.0

   19,066.4
   66,708.3
   85,774.7

PROVED + PROBABLE (2P) RESERVES 

OIL
MBBL

    8,928.9
    8,896.7
    9,315.9
    9,653.9

   10,459.9
   11,021.4
   10,191.2
    7,295.8
    4,443.2
    2,648.7
    1,909.9
    1,624.1
    1,356.8
      416.0

        0.0

   88,162.4
        0.0

   88,162.4

GAS
MMCF

      320.5
      305.9
      309.6
      313.9
      332.4
      346.1
      319.5
      231.0
      138.4
       70.2
       48.9
       40.4
       33.0
       10.0
        0.0

    2,819.9
        0.0

    2,819.9

NGL
MBBL

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

EQUIV
MBOE

    8,984.2
    8,949.4
    9,369.2
    9,708.1

   10,517.2
   11,081.0
   10,246.3
    7,335.6
    4,467.1
    2,660.8
    1,918.3
    1,631.1
    1,362.5
      417.7

        0.0

   88,648.6
        0.0

   88,648.6

AVERAGE PRICES
OIL

$/BBL

     60.78
     62.63
     65.93
     70.44
     72.81
     75.25
     77.63
     81.41
     84.61
     88.18
     91.25
     94.12
     97.08

    100.78
      0.00

     73.51
      0.00

     73.51

GAS
$/MCF

     1.084
     1.905
     2.116
     2.476
     2.603
     2.756
     2.898
     3.017
     3.137
     3.260
     3.400
     3.542
     3.688
     3.836
     0.000

     2.460
     0.000
     2.460

NGL
$/BBL

      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

      0.00
      0.00
      0.00

OIL
M$

  542,701.3
  557,198.3
  614,194.6
  680,024.2
  761,586.0
  829,357.5
  791,142.5
  593,947.8
  375,943.0
  233,561.1
  174,280.0
  152,859.4
  131,720.5
   41,926.2

        0.0

6,480,442.5
        0.0

6,480,442.5

GAS
M$

      347.5
      582.8
      655.1
      777.3
      865.3
      953.8
      926.0
      696.9
      434.2
      228.9
      166.1
      143.2
      121.6
       38.5
        0.0

    6,937.1
        0.0

    6,937.1

NGL
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

TOTAL
M$

  543,048.8
  557,781.1
  614,849.7
  680,801.5
  762,451.4
  830,311.3
  792,068.4
  594,644.7
  376,377.2
  233,790.0
  174,446.1
  153,002.5
  131,842.1
   41,964.7

        0.0

6,487,379.6
        0.0

6,487,379.6

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

         34
         42
         40
         47
         46
         46
         43
         41
         36
         26
         21
         19
         17
         16
          0

NET

       28.9
       35.7
       34.0
       40.0
       39.1
       39.1
       36.6
       34.9
       30.6
       22.1
       17.9
       16.2
       14.5
       13.6
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0

   60,545.4
  165,764.2
  232,686.4
  208,640.1
  139,866.4
   73,045.5
   32,336.6
   19,791.7
   12,893.3
    4,394.3
      470.1
-49,587.4

  900,846.7
-154,792.4
746,054.2

CAPITAL
COST

M$

   71,422.5
  151,596.4
  135,879.7
  206,853.6
   60,176.1
    1,930.6

   23,897.6
   28,795.4

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  680,551.9
        0.0

  680,551.9

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  123,968.5

  123,968.5
  386,981.0
  510,949.5

OPERATING
EXPENSE

M$

  170,544.4
  175,835.8
  189,762.5
  198,085.7
  228,836.1
  246,385.0
  243,767.2
  212,699.9
  193,763.5
  152,948.4
  124,966.9
  120,769.4
  120,856.3
   40,789.6

        0.0

2,420,010.7
        0.0

2,420,010.7

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

  301,081.9
  230,348.9
  289,207.4
  215,316.7
  307,675.0
  349,309.3
  315,763.5
  213,283.0
  109,568.2
   48,504.9
   29,687.6
   19,339.9
    6,591.5
      705.1
-74,381.1

2,362,001.9
-232,188.6

2,129,813.3

CUM
M$

  301,081.9
  531,430.8
  820,638.3

1,035,955.0
1,343,630.0
1,692,939.4
2,008,702.9
2,221,985.8
2,331,554.0
2,380,059.0
2,409,746.5
2,429,086.4
2,435,677.9
2,436,383.0
2,362,001.9

2,362,001.9
2,129,813.3
2,129,813.3

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

  288,178.0
  486,342.5
  714,396.6
  868,361.1

1,068,855.3
1,275,564.4
1,445,982.0
1,550,934.2
1,600,300.3
1,620,112.9
1,631,084.3
1,637,624.5
1,639,662.5
1,639,868.4
1,620,573.5

1,620,573.5
1,570,707.6
1,570,707.6

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

1,831,249.7
1,570,707.6
1,357,146.3
1,185,459.6
1,047,730.8
  936,631.3
  846,206.7
  771,846.2
  710,041.1
  658,131.7
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019

POSSIBLE RESERVES

SUMMARY - CERTAIN PROPERTIES
LOCATED IN CAPTAIN AND NUTMEG-SURPRISE FIELDS

UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

    1,868.4
    2,654.6
    3,130.6
    3,579.1
    4,201.1
    4,249.4
    4,642.1
    4,265.1
    3,823.8
    3,351.4
    2,486.7
    1,907.7
    1,786.2
    2,428.0
    2,474.8

   46,849.0
    8,678.5

   55,527.5
       25.7

   55,553.2

GAS
MMCF

      327.4
      470.0
      557.0
      628.4
      730.5
      739.3
      803.4
      743.2
      713.5
      729.7
      572.4
      456.6
      336.5
      355.5
      352.6

    8,516.0
    1,209.2
    9,725.2

        4.6
    9,729.7

OIL
MBBL

    1,588.1
    2,256.4
    2,661.0
    3,042.3
    3,570.9
    3,612.0
    3,945.8
    3,625.4
    3,250.3
    2,848.7
    2,113.7
    1,621.5
    1,518.3
    2,063.8
    2,103.6

   39,821.7
    7,376.7

   47,198.4

GAS
MMCF

       48.4
       69.5
       82.4
       92.9

      108.0
      109.3
      118.8
      109.9
      105.5
      107.9
       84.7
       67.5
       49.8
       52.6
       52.2

    1,259.5
      178.8

    1,438.4

NGL
MBBL

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

EQUIV
MBOE

    1,596.4
    2,268.4
    2,675.2
    3,058.3
    3,589.6
    3,630.9
    3,966.3
    3,644.3
    3,268.5
    2,867.3
    2,128.3
    1,633.2
    1,526.8
    2,072.8
    2,112.6

   40,038.8
    7,407.5

   47,446.4

AVERAGE PRICES
OIL

$/BBL

     60.78
     62.63
     65.93
     70.44
     72.81
     75.25
     77.63
     81.41
     84.61
     88.18
     91.25
     94.12
     97.08

    100.78
    104.60

     80.56
    112.22
     85.51

GAS
$/MCF

     1.084
     1.905
     2.116
     2.476
     2.603
     2.756
     2.898
     3.017
     3.137
     3.260
     3.400
     3.542
     3.688
     3.836
     3.987

     2.899
     4.409
     3.086

NGL
$/BBL

      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

      0.00
      0.00
      0.00

OIL
M$

   96,524.7
  141,317.8
  175,439.2
  214,296.7
  260,000.8
  271,804.4
  306,309.9
  295,140.6
  275,005.2
  251,199.0
  192,874.8
  152,617.3
  147,393.2
  207,988.2
  220,035.2

3,207,947.0
  827,825.7

4,035,772.7

GAS
M$

       52.5
      132.4
      174.3
      230.1
      281.2
      301.4
      344.3
      331.6
      331.0
      351.8
      287.8
      239.2
      183.5
      201.7
      207.9

    3,651.0
      788.4

    4,439.4

NGL
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

TOTAL
M$

   96,577.2
  141,450.2
  175,613.5
  214,526.8
  260,282.0
  272,105.8
  306,654.3
  295,472.2
  275,336.2
  251,550.9
  193,162.6
  152,856.5
  147,576.7
  208,189.9
  220,243.1

3,211,598.0
  828,614.1

4,040,212.1

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          0
          2
          2
          5
          3
          7
          8

         11
         17
         16
         12
         11
         11
         23

NET

        0.0
        0.0
        1.7
        1.7
        4.3
        2.6
        6.0
        6.8
        9.4

       14.5
       13.6
       10.2
        9.4
        9.4

       19.6

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0

   66,550.3
  113,619.5
  117,047.9
  103,382.4
  114,591.8
  102,721.4
   97,083.4
   81,317.3
   65,257.7
   54,881.5
   52,868.3
   45,464.3
   84,058.8

1,098,844.7
-6,579.4

1,092,265.3

CAPITAL
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

-123,968.5

-123,968.5
188,431.1
64,462.6

OPERATING
EXPENSE

M$

    3,906.4
    6,868.7
    8,139.1

   12,596.4
   21,070.8
   13,691.4
   20,412.6
   38,929.6
   32,627.7
   48,257.7
   30,018.3
   15,652.6
   15,406.0
   94,529.2

  134,064.6

  496,171.4
  656,631.4

1,152,802.8

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

   92,670.7
  134,581.6
  100,924.0
   88,310.8

  122,163.3
  155,032.0
  171,649.8
  153,821.2
  145,625.1
  121,975.9
   97,886.6
   82,322.3
   79,302.4
   68,196.4

  126,088.2

1,740,550.4
-9,869.0

1,730,681.3

CUM
M$

   92,670.7
  227,252.3
  328,176.3
  416,487.1
  538,650.4
  693,682.4
  865,332.2

1,019,153.4
1,164,778.5
1,286,754.4
1,384,641.0
1,466,963.3
1,546,265.7
1,614,462.1
1,740,550.4

1,740,550.4
1,730,681.3
1,730,681.3

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

   88,284.8
  204,370.0
  284,083.9
  347,040.6
  426,641.9
  518,326.2
  610,753.3
  686,241.6
  751,136.5
  800,658.1
  836,776.6
  864,359.3
  888,494.0
  907,419.7
  939,751.6

  939,751.6
  970,762.2
  970,762.2

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

1,284,298.4
  970,762.2
  757,988.6
  611,915.6
  508,933.1
  434,091.6
  378,068.3
  334,982.2
  301,041.0
  273,736.0

Page 9

WORKING INTEREST RESERVES

FUTURE NET REVENUE
AFTER UK CORPORATE INCOME TAXES

WORKING INTEREST REVENUE AFTER ROYALTIES

P
age 34



ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019 SUMMARY - CERTAIN PROPERTIES

LOCATED IN CAPTAIN AND NUTMEG-SURPRISE FIELDS
UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

   12,373.0
   13,121.2
   14,090.4
   14,936.7
   16,506.9
   17,215.7
   16,631.7
   12,848.4
    9,051.2
    6,467.5
    4,733.7
    3,818.4
    3,382.5
    2,917.4
    2,474.8

  150,569.5
    8,678.5

  159,248.0
  335,748.1
  494,996.1

GAS
MMCF

    2,494.6
    2,538.5
    2,650.1
    2,751.0
    2,978.2
    3,079.3
    2,963.7
    2,304.9
    1,649.3
    1,204.4
      902.8
      729.9
      559.6
      423.5
      352.6

   27,582.4
    1,209.2

   28,791.5
   66,712.9
   95,504.4

PROVED + PROBABLE + POSSIBLE (3P) RESERVES 

OIL
MBBL

   10,517.0
   11,153.1
   11,976.9
   12,696.2
   14,030.9
   14,633.4
   14,137.0
   10,921.1
    7,693.5
    5,497.4
    4,023.6
    3,245.6
    2,875.1
    2,479.8
    2,103.6

  127,984.1
    7,376.7

  135,360.8

GAS
MMCF

      369.0
      375.4
      392.0
      406.9
      440.5
      455.4
      438.3
      340.9
      243.9
      178.1
      133.5
      107.9
       82.8
       62.6
       52.2

    4,079.4
      178.8

    4,258.3

NGL
MBBL

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

EQUIV
MBOE

   10,580.7
   11,217.8
   12,044.4
   12,766.4
   14,106.8
   14,711.9
   14,212.5
   10,979.9
    7,735.6
    5,528.1
    4,046.6
    3,264.2
    2,889.4
    2,490.6
    2,112.6

  128,687.4
    7,407.5

  136,095.0

AVERAGE PRICES
OIL

$/BBL

     60.78
     62.63
     65.93
     70.44
     72.81
     75.25
     77.63
     81.41
     84.61
     88.18
     91.25
     94.12
     97.08

    100.78
    104.60

     75.70
    112.22
     77.69

GAS
$/MCF

     1.084
     1.905
     2.116
     2.476
     2.603
     2.756
     2.898
     3.017
     3.137
     3.260
     3.400
     3.542
     3.688
     3.836
     3.987

     2.595
     4.409
     2.672

NGL
$/BBL

      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

      0.00
      0.00
      0.00

OIL
M$

  639,226.0
  698,516.1
  789,633.8
  894,320.9

1,021,586.8
1,101,161.9
1,097,452.4
  889,088.4
  650,948.2
  484,760.2
  367,154.8
  305,476.6
  279,113.7
  249,914.4
  220,035.2

9,688,389.5
  827,825.7

10,516,215.1

GAS
M$

      399.9
      715.2
      829.4

    1,007.4
    1,146.6
    1,255.2
    1,270.3
    1,028.5
      765.2
      580.7
      454.0
      382.4
      305.2
      240.2
      207.9

   10,588.1
      788.4

   11,376.6

NGL
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

TOTAL
M$

  639,625.9
  699,231.4
  790,463.2
  895,328.3

1,022,733.4
1,102,417.0
1,098,722.7
  890,116.9
  651,713.4
  485,340.9
  367,608.8
  305,859.0
  279,418.9
  250,154.6
  220,243.1

9,698,977.6
  828,614.1

10,527,591.7

PERIOD
ENDING
M-D-Y

 12-31-2020
 12-31-2021
 12-31-2022
 12-31-2023
 12-31-2024
 12-31-2025
 12-31-2026
 12-31-2027
 12-31-2028
 12-31-2029
 12-31-2030
 12-31-2031
 12-31-2032
 12-31-2033
 12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

         34
         42
         42
         49
         51
         49
         50
         49
         47
         43
         37
         31
         28
         27
         23

NET

       28.9
       35.7
       35.7
       41.7
       43.4
       41.7
       42.5
       41.7
       40.0
       36.6
       31.5
       26.4
       23.8
       23.0
       19.6

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0

   66,550.3
  174,165.0
  282,812.1
  336,068.8
  323,232.0
  242,587.9
  170,128.9
  113,653.9
   85,049.4
   67,774.8
   57,262.6
   45,934.4
   34,471.4

1,999,691.4
 -161,371.8
1,838,319.6

CAPITAL
COST

M$

   71,422.5
  151,596.4
  135,879.7
  206,853.6
   60,176.1
    1,930.6

   23,897.6
   28,795.4

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  680,551.9
        0.0

  680,551.9

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
  575,412.2
  575,412.2

OPERATING
EXPENSE

M$

  174,450.8
  182,704.5
  197,901.6
  210,682.1
  249,906.9
  260,076.4
  264,179.8
  251,629.5
  226,391.3
  201,206.1
  154,985.2
  136,422.0
  136,262.4
  135,318.7
  134,064.6

2,916,182.1
  656,631.4

3,572,813.5

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

  393,752.6
  364,930.5
  390,131.5
  303,627.6
  429,838.3
  504,341.3
  487,413.3
  367,104.1
  255,193.3
  170,480.9
  127,574.1
  101,662.2
   85,893.9
   68,901.5
   51,707.1

4,102,552.3
 -242,057.7
3,860,494.6

CUM
M$

  393,752.6
  758,683.1

1,148,814.6
1,452,442.1
1,882,280.4
2,386,621.7
2,874,035.1
3,241,139.2
3,496,332.5
3,666,813.4
3,794,387.5
3,896,049.7
3,981,943.6
4,050,845.1
4,102,552.3

4,102,552.3
3,860,494.6
3,860,494.6

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

  376,462.8
  690,712.5
  998,480.6

1,215,401.7
1,495,497.1
1,793,890.6
2,056,735.2
2,237,175.8
2,351,436.8
2,420,771.0
2,467,860.9
2,501,983.8
2,528,156.6
2,547,288.1
2,560,325.1

2,560,325.1
2,541,469.8
2,541,469.8

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

3,115,548.1
2,541,469.8
2,115,134.9
1,797,375.1
1,556,663.9
1,370,722.9
1,224,275.0
1,106,828.4
1,011,082.1
  931,867.7
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ITHACA ENERGY (UK) LIMITED INTEREST

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

    2,224.5
    3,368.0
    2,308.9
    1,146.7
      591.6
      349.7
      224.1
      127.7

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   10,341.3
        0.0

   10,341.3
    3,057.9

   13,399.2

GAS
MMCF

   20,686.0
   24,747.8
   28,165.8
   19,727.3
   13,671.8
   10,122.3
    7,751.9
    4,957.6

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  129,830.5
        0.0

  129,830.5
   57,902.7

  187,733.2

OIL
MBBL

    1,036.1
    1,912.4
    1,678.7
      830.7
      416.0
      244.4
      157.1
       83.2
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

    6,358.7
        0.0

    6,358.7

GAS
MMCF

   13,242.9
   11,172.4
   15,895.5
   10,962.2
    7,433.8
    5,590.1
    4,422.2
    2,647.4

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   71,366.4
        0.0

   71,366.4

NGL
MBBL

      614.0
      666.2
      804.8
      561.2
      386.5
      287.4
      222.2
      139.5

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

    3,681.7
        0.0

    3,681.7

EQUIV
MBOE

    3,933.4
    4,504.9
    5,224.1
    3,281.9
    2,084.2
    1,495.7
    1,141.8
      679.1

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   22,344.9
        0.0

   22,344.9

AVERAGE PRICES
OIL

$/BBL

     61.61
     64.07
     67.16
     71.55
     73.59
     75.64
     77.57
     81.09
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

     67.09
      0.00

     67.09

GAS
$/MCF

     4.616
     5.551
     5.768
     6.160
     6.279
     6.430
     6.572
     6.705
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000

     5.770
     0.000
     5.770

NGL
$/BBL

     34.62
     36.10
     37.86
     40.47
     41.76
     43.08
     44.37
     46.59
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

     38.94
      0.00

     38.94

OIL
M$

   63,833.6
  122,521.1
  112,745.2
   59,438.5
   30,611.6
   18,487.1
   12,189.5
    6,747.4

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  426,574.1
        0.0

  426,574.1

GAS
M$

   61,133.5
   62,018.5
   91,681.3
   67,526.0
   46,676.0
   35,943.6
   29,061.6
   17,750.3

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  411,790.8
        0.0

  411,790.8

NGL
M$

   21,255.8
   24,049.4
   30,468.8
   22,711.5
   16,138.9
   12,381.6
    9,857.2
    6,497.4

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  143,360.7
        0.0

  143,360.7

TOTAL
M$

  146,223.0
  208,589.0
  234,895.4
  149,676.0
   93,426.5
   66,812.4
   51,108.3
   30,995.0

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  981,725.5
        0.0

  981,725.5

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          8
          9
          6
          6
          6
          6
          6
          4
          0
          0
          0
          0
          0
          0
          0

NET

        6.7
        7.7
        4.7
        4.7
        4.7
        4.7
        4.7
        2.7
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0
        0.0
        0.0

    1,928.1
    3,527.9
      696.0
-25,137.6
-25,640.3

        0.0
        0.0
        0.0
        0.0
        0.0

-44,625.9
        0.0

-44,625.9

CAPITAL
COST

M$

   45,140.0
  139,230.0
   40,575.6

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  224,945.6
        0.0

  224,945.6

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   62,843.9
   64,100.8

        0.0
        0.0
        0.0
        0.0
        0.0

  126,944.8
        0.0

  126,944.8

OPERATING
EXPENSE

M$

   58,402.0
   46,399.6
   51,765.5
   50,159.4
   48,915.1
   45,393.7
   39,348.5
   28,675.1

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  369,058.8
        0.0

  369,058.8

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

   42,681.0
   22,959.4

  142,554.3
   99,516.6
   44,511.4
   19,490.6
    8,231.9
    1,623.9
-37,706.4
-38,460.5

        0.0
        0.0
        0.0
        0.0
        0.0

  305,402.2
        0.0

  305,402.2

CUM
M$

   42,681.0
   65,640.4

  208,194.7
  307,711.4
  352,222.8
  371,713.3
  379,945.2
  381,569.1
  343,862.7
  305,402.2
  305,402.2
  305,402.2
  305,402.2
  305,402.2
  305,402.2

  305,402.2
  305,402.2
  305,402.2

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

   40,164.7
   59,903.3

  172,262.3
  244,042.0
  273,235.4
  284,811.1
  289,295.1
  290,116.5
  274,543.9
  260,103.7
  260,103.7
  260,103.7
  260,103.7
  260,103.7
  260,103.7

  260,103.7
  260,103.7
  260,103.7

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

  283,667.3
  260,103.7
  237,291.0
  216,280.6
  197,397.4
  180,629.8
  165,822.1
  152,767.3
  141,251.7
  131,075.0
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019

PROBABLE RESERVES

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

      774.3
    2,170.1
    1,217.2
      839.0
      572.5
      346.0
      232.8
      195.9
      239.4
      179.4
       49.5
        0.0
        0.0
        0.0
        0.0

    6,816.1
        0.0

    6,816.1
        0.0

    6,816.1

GAS
MMCF

    2,718.7
    5,193.2
    2,600.5

   10,555.8
   11,752.3
    7,938.4
    5,820.9
    5,589.0
    8,316.5
    6,616.1
    1,964.4

        0.0
        0.0
        0.0
        0.0

   69,066.0
        0.0

   69,066.0
        0.0

   69,066.0

OIL
MBBL

      330.1
      980.3
      739.5
      613.5
      452.7
      276.6
      189.9
      168.0
      189.7
      144.1
       33.6
        0.0
        0.0
        0.0
        0.0

    4,118.1
        0.0

    4,118.1

GAS
MMCF

    2,281.0
    3,911.0
      634.5

    5,869.3
    7,198.3
    4,793.0
    3,584.0
    3,811.6
    5,292.5
    4,365.2
    1,101.8

        0.0
        0.0
        0.0
        0.0

   42,842.1
        0.0

   42,842.1

NGL
MBBL

       86.7
      158.3
       58.0

      296.5
      341.1
      229.3
      169.2
      168.2
      245.6
      197.7
       55.8
        0.0
        0.0
        0.0
        0.0

    2,006.6
        0.0

    2,006.6

EQUIV
MBOE

      810.1
    1,812.9
      906.9

    1,922.0
    2,034.9
    1,332.3
      977.0
      993.4

    1,347.8
    1,094.5
      279.3

        0.0
        0.0
        0.0
        0.0

   13,511.2
        0.0

   13,511.2

AVERAGE PRICES
OIL

$/BBL

     61.82
     64.05
     67.68
     71.73
     73.71
     76.06
     78.28
     81.58
     84.32
     87.55
     90.60
      0.00
      0.00
      0.00
      0.00

     70.88
      0.00

     70.88

GAS
$/MCF

     4.609
     5.522
     6.276
     6.179
     6.283
     6.448
     6.593
     6.695
     6.819
     6.943
     7.113
     0.000
     0.000
     0.000
     0.000

     6.346
     0.000
     6.346

NGL
$/BBL

     34.39
     35.72
     39.50
     40.56
     41.71
     43.12
     44.42
     46.37
     48.22
     50.17
     52.17
      0.00
      0.00
      0.00
      0.00

     43.39
      0.00

     43.39

OIL
M$

   20,409.0
   62,783.1
   50,045.8
   44,009.8
   33,371.4
   21,040.6
   14,867.9
   13,706.0
   15,993.6
   12,619.3
    3,041.5

        0.0
        0.0
        0.0
        0.0

  291,888.0
        0.0

  291,888.0

GAS
M$

   10,514.0
   21,595.6
    3,982.2

   36,263.4
   45,225.7
   30,907.2
   23,628.4
   25,518.6
   36,089.6
   30,306.8
    7,837.3

        0.0
        0.0
        0.0
        0.0

  271,868.7
        0.0

  271,868.7

NGL
M$

    2,981.7
    5,655.4
    2,292.6

   12,026.4
   14,226.6
    9,885.6
    7,515.4
    7,800.6

   11,843.2
    9,920.7
    2,910.1

        0.0
        0.0
        0.0
        0.0

   87,058.5
        0.0

   87,058.5

TOTAL
M$

   33,904.7
   90,034.1
   56,320.5
   92,299.6
   92,823.7
   61,833.4
   46,011.7
   42,025.2
   63,926.4
   52,846.8
   13,788.9

        0.0
        0.0
        0.0
        0.0

  645,815.3
        0.0

  645,815.3

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          0
          4
          2
          0
          0
          0
          2
          6
          5
          4
          0
          0
          0
          0

NET

        0.0
        0.0
        4.0
        2.0
        0.0
        0.0
        0.0
        2.0
        4.7
        3.7
        2.7
        0.0
        0.0
        0.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0

   40,852.4
   46,381.1
   29,429.5
   16,808.3
   10,149.3
   32,441.4
   28,472.1

      206.6
-26,676.2
-27,209.7

        0.0
        0.0

  150,854.7
        0.0

  150,854.7

CAPITAL
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

-62,843.9
-64,100.8

        0.0
   66,690.5
   68,024.3

        0.0
        0.0

    7,770.0
        0.0

    7,770.0

OPERATING
EXPENSE

M$

-63.0
-1,232.6
7,064.6
5,681.1
4,866.1
4,820.4
6,657.8

16,962.0
45,666.7
45,767.4
13,272.3
        0.0
        0.0
        0.0
        0.0

  149,462.8
        0.0

  149,462.8

           

           
           
           
           

UNDISCOUNTED
PERIOD

M$

   33,967.8
   91,266.7
   49,255.9
   45,766.2
   41,576.5
   27,583.5
   22,545.7
   14,914.0
   48,662.2
   42,708.1

      310.0
-40,014.3
-40,814.6

        0.0
        0.0

  337,727.7
        0.0

  337,727.7

CUM
M$

   33,967.8
  125,234.5
  174,490.4
  220,256.5
  261,833.0
  289,416.6
  311,962.3
  326,876.3
  375,538.5
  418,246.6
  418,556.5
  378,542.2
  337,727.7
  337,727.7
  337,727.7

  337,727.7
  337,727.7
  337,727.7

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

   31,843.5
  110,894.6
  149,748.8
  182,282.5
  209,562.4
  226,031.1
  238,222.3
  245,649.3
  266,142.8
  282,329.6
  282,450.3
  269,169.9
  256,855.4
  256,855.4
  256,855.4

  256,855.4
  256,855.4
  256,855.4

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

  293,865.1
  256,855.4
  226,362.9
  201,367.9
  180,806.2
  163,761.8
  149,499.6
  137,446.1
  127,158.4
  118,295.1
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

    2,998.8
    5,538.1
    3,526.2
    1,985.7
    1,164.1
      695.7
      456.9
      323.6
      239.4
      179.4
       49.5
        0.0
        0.0
        0.0
        0.0

   17,157.3
        0.0

   17,157.3
    3,057.9

   20,215.3

GAS
MMCF

   23,404.8
   29,941.0
   30,766.3
   30,283.1
   25,424.1
   18,060.6
   13,572.8
   10,546.6
    8,316.5
    6,616.1
    1,964.4

        0.0
        0.0
        0.0
        0.0

  198,896.5
        0.0

  198,896.5
   57,902.7

  256,799.2

PROVED + PROBABLE (2P) RESERVES 

OIL
MBBL

    1,366.3
    2,892.6
    2,418.2
    1,444.2
      868.7
      521.1
      347.1
      251.2
      189.7
      144.1
       33.6
        0.0
        0.0
        0.0
        0.0

   10,476.8
        0.0

   10,476.8

GAS
MMCF

   15,523.9
   15,083.4
   16,530.0
   16,831.5
   14,632.1
   10,383.1
    8,006.2
    6,459.0
    5,292.5
    4,365.2
    1,101.8

        0.0
        0.0
        0.0
        0.0

  114,208.5
        0.0

  114,208.5

NGL
MBBL

      700.7
      824.6
      862.8
      857.7
      727.6
      516.7
      391.4
      307.7
      245.6
      197.7
       55.8
        0.0
        0.0
        0.0
        0.0

    5,688.3
        0.0

    5,688.3

EQUIV
MBOE

    4,743.5
    6,317.8
    6,131.0
    5,203.9
    4,119.1
    2,827.9
    2,118.8
    1,672.5
    1,347.8
    1,094.5
      279.3

        0.0
        0.0
        0.0
        0.0

   35,856.2
        0.0

   35,856.2

AVERAGE PRICES
OIL

$/BBL

     61.66
     64.06
     67.32
     71.63
     73.65
     75.86
     77.96
     81.42
     84.32
     87.55
     90.60
      0.00
      0.00
      0.00
      0.00

     68.58
      0.00

     68.58

GAS
$/MCF

     4.615
     5.543
     5.787
     6.166
     6.281
     6.438
     6.581
     6.699
     6.819
     6.943
     7.113
     0.000
     0.000
     0.000
     0.000

     5.986
     0.000
     5.986

NGL
$/BBL

     34.59
     36.02
     37.97
     40.50
     41.73
     43.09
     44.39
     46.47
     48.22
     50.17
     52.17
      0.00
      0.00
      0.00
      0.00

     40.51
      0.00

     40.51

OIL
M$

   84,242.6
  185,304.3
  162,791.0
  103,448.3
   63,982.9
   39,527.7
   27,057.4
   20,453.3
   15,993.6
   12,619.3
    3,041.5

        0.0
        0.0
        0.0
        0.0

  718,462.1
        0.0

  718,462.1

GAS
M$

   71,647.5
   83,614.1
   95,663.4

  103,789.4
   91,901.8
   66,850.8
   52,689.9
   43,268.9
   36,089.6
   30,306.8
    7,837.3

        0.0
        0.0
        0.0
        0.0

  683,659.5
        0.0

  683,659.5

NGL
M$

   24,237.6
   29,704.8
   32,761.4
   34,737.9
   30,365.5
   22,267.3
   17,372.6
   14,298.0
   11,843.2
    9,920.7
    2,910.1

        0.0
        0.0
        0.0
        0.0

  230,419.2
        0.0

  230,419.2

TOTAL
M$

  180,127.7
  298,623.2
  291,215.9
  241,975.6
  186,250.2
  128,645.8
   97,120.0
   73,020.3
   63,926.4
   52,846.8
   13,788.9

        0.0
        0.0
        0.0
        0.0

1,627,540.8
        0.0

1,627,540.8

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          8
          9

         10
          8
          6
          6
          6
          6
          6
          5
          4
          0
          0
          0
          0

NET

        6.7
        7.7
        8.7
        6.7
        4.7
        4.7
        4.7
        4.7
        4.7
        3.7
        2.7
        0.0
        0.0
        0.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0

   40,852.4
   46,381.1
   31,357.6
   20,336.2
   10,845.2
    7,303.9
    2,831.7
      206.6
-26,676.2
-27,209.7

        0.0
        0.0

  106,228.8
        0.0

  106,228.8

CAPITAL
COST

M$

   45,140.0
  139,230.0
   40,575.6

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  224,945.6
        0.0

  224,945.6

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   66,690.5
   68,024.3

        0.0
        0.0

  134,714.8
        0.0

  134,714.8

OPERATING
EXPENSE

M$

   58,338.9
   45,167.0
   58,830.1
   55,840.4
   53,781.2
   50,214.1
   46,006.2
   45,637.1
   45,666.7
   45,767.4
   13,272.3

        0.0
        0.0
        0.0
        0.0

  518,521.7
        0.0

  518,521.7

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

   76,648.7
  114,226.1
  191,810.2
  145,282.8
   86,087.9
   47,074.1
   30,777.5
   16,537.9
   10,955.8
    4,247.6
      310.0
-40,014.3
-40,814.6

        0.0
        0.0

  643,129.9
        0.0

  643,129.9

CUM
M$

   76,648.7
  190,874.9
  382,685.1
  527,967.9
  614,055.8
  661,129.9
  691,907.5
  708,445.4
  719,401.2
  723,648.8
  723,958.8
  683,944.5
  643,129.9
  643,129.9
  643,129.9

  643,129.9
  643,129.9
  643,129.9

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

   72,008.2
  170,797.9
  322,011.1
  426,324.5
  482,797.8
  510,842.2
  527,517.4
  535,765.9
  540,686.7
  542,433.3
  542,554.1
  529,273.6
  516,959.1
  516,959.1
  516,959.1

  516,959.1
  516,959.1
  516,959.1

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

  577,532.4
  516,959.1
  463,653.9
  417,648.5
  378,203.5
  344,391.6
  315,321.7
  290,213.3
  268,410.1
  249,370.1
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019

POSSIBLE RESERVES

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

      527.7
    2,340.8
    1,835.1
    1,158.2
      759.3
      630.3
      429.8
      280.0
      202.1
      161.5
      219.3
      216.6
      173.1
       35.2
        0.0

    8,968.9
        0.0

    8,968.9
        0.0

    8,968.9

GAS
MMCF

    1,523.6
    1,088.0
      661.4
      685.9

    4,744.2
   11,606.3
   10,165.1
    7,873.3
    6,685.1
    5,903.0
    8,624.1
    9,044.1
    7,064.9
    1,381.4

        0.0

   77,050.3
        0.0

   77,050.3
        0.0

   77,050.3

OIL
MBBL

      223.0
      938.5
      961.8
      748.3
      542.1
      504.8
      352.2
      229.5
      167.9
      137.4
      192.2
      184.6
      158.4
       35.2
        0.0

    5,376.0
        0.0

    5,376.0

GAS
MMCF

      910.5
-91.9

-614.5
-581.6

2,934.5
8,606.4
7,332.3
5,433.2
4,536.0
4,009.8
6,143.1
6,329.1
5,393.8
1,186.6
        0.0

   51,527.3
        0.0

   51,527.3

NGL
MBBL

       41.9
       15.3

-0.9
0.4

      135.2
      358.3
      311.0
      237.2
      200.3
      177.1
      263.7
      275.1
      221.9
       45.4
        0.0

    2,282.1
        0.0

    2,282.1

EQUIV
MBOE

      422.0
      937.9
      855.0
      648.5

    1,183.3
    2,346.9
    1,927.4
    1,403.5
    1,150.3
    1,005.9
    1,515.1
    1,550.9
    1,310.2
      285.2

        0.0

   16,542.0
        0.0

   16,542.0

AVERAGE PRICES
OIL

$/BBL

     61.84
     64.29
     67.71
     72.38
     74.30
     75.87
     77.95
     81.50
     84.39
     87.71
     90.33
     92.91
     95.65
     99.07
      0.00

     73.94
      0.00

     73.94

GAS
$/MCF

     4.660
     3.141
     5.020
     4.919
     6.364
     6.414
     6.562
     6.692
     6.820
     6.949
     7.086
     7.237
     7.380
     7.523
     0.000

     6.855
     0.000
     6.855

NGL
$/BBL

     34.88
     40.23
-115.37
483.53
42.13
42.79
44.14
46.34
48.17
50.18
51.81
53.44
54.96
56.81

      0.00

     48.12
      0.00

     48.12

OIL
M$

   13,792.1
   60,333.6
   65,119.7
   54,161.6
   40,281.1
   38,294.8
   27,452.6
   18,707.0
   14,168.5
   12,054.3
   17,358.6
   17,149.2
   15,150.6
    3,489.7

        0.0

  397,513.5
        0.0

  397,513.5

GAS
M$

    4,243.0
-288.8

-3,084.3
-2,860.8
18,674.1
55,198.4
48,114.2
36,359.5
30,934.3
27,865.4
43,529.5
45,801.9
39,805.6
8,926.8
        0.0

  353,218.7
        0.0

  353,218.7

NGL
M$

    1,463.0
      614.0
       98.9

      214.7
    5,695.7

   15,332.6
   13,728.2
   10,990.4
    9,649.5
    8,887.8

   13,663.6
   14,702.3
   12,192.7
    2,580.5

        0.0

  109,813.9
        0.0

  109,813.9

TOTAL
M$

   19,498.1
   60,658.8
   62,134.3
   51,515.4
   59,650.9

  108,825.8
   89,295.0
   71,056.9
   54,752.4
   48,807.5
   74,551.8
   77,653.5
   67,148.9
   14,997.0

        0.0

  860,546.2
        0.0

  860,546.2

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          0
          1
          2
          2
          0
          0
          0
          0
          1
          2
          4
          4
          2
          0

NET

        0.0
        0.0
        1.0
        2.0
        2.0
        0.0
        0.0
        0.0
        0.0
        1.0
        2.0
        2.7
        2.7
        2.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0

   37,894.1
   44,577.7
   25,985.1
   39,068.7
   30,789.7
   24,851.4
   19,013.8
   16,755.9
   14,301.9
   37,154.3
   31,758.0

       76.8
-28,309.0

  293,918.4
-28,875.2
265,043.3

CAPITAL
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

-66,690.5
-68,024.3

        0.0
   70,772.5

-63,942.3
72,187.9
8,245.6

OPERATING
EXPENSE

M$

-1,330.9
-9,425.7
-6,092.5
3,287.3
9,766.4

11,141.7
12,188.3
8,724.3
7,217.9
6,917.7

38,796.9
51,458.3
55,778.1
14,805.1
        0.0

  203,232.9
        0.0

  203,232.9

           

           

UNDISCOUNTED
PERIOD

M$

   20,829.0
   70,084.5
   30,332.7
    3,650.4

   23,899.4
   58,615.3
   46,317.0
   37,481.2
   28,520.7
   25,133.9
   21,452.9
   55,731.4
   47,637.0

      115.2
-42,463.5

  427,337.2
-43,312.8
384,024.4

CUM
M$

   20,829.0
   90,913.6

  121,246.3
  124,896.7
  148,796.1
  207,411.4
  253,728.4
  291,209.6
  319,730.3
  344,864.1
  366,317.0
  422,048.5
  469,685.5
  469,800.6
  427,337.2

  427,337.2
  384,024.4
  384,024.4

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

   19,846.4
   80,138.1

  104,057.8
  106,921.9
  122,072.4
  156,688.9
  181,762.2
  200,077.8
  212,798.9
  222,986.6
  230,906.7
  249,466.8
  263,922.9
  263,956.8
  252,797.0

  252,797.0
  242,448.8
  242,448.8

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

  301,779.1
  242,448.8
  199,414.7
  167,744.5
  144,001.6
  125,842.8
  111,674.9
  100,406.9
   91,283.1
   83,772.5
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

    3,526.5
    7,878.9
    5,361.3
    3,143.9
    1,923.4
    1,326.0
      886.6
      603.7
      441.5
      340.9
      268.8
      216.6
      173.1
       35.2
        0.0

   26,126.3
        0.0

   26,126.3
    3,057.9

   29,184.2

GAS
MMCF

   24,928.4
   31,028.9
   31,427.7
   30,969.1
   30,168.3
   29,667.0
   23,737.9
   18,419.9
   15,001.6
   12,519.1
   10,588.5
    9,044.1
    7,064.9
    1,381.4

        0.0

  275,946.8
        0.0

  275,946.8
   57,902.7

  333,849.5

PROVED + PROBABLE + POSSIBLE (3P) RESERVES 

OIL
MBBL

    1,589.3
    3,831.1
    3,380.0
    2,192.5
    1,410.8
    1,025.8
      699.3
      480.8
      357.6
      281.6
      225.7
      184.6
      158.4
       35.2
        0.0

   15,852.7
        0.0

   15,852.7

GAS
MMCF

   16,434.4
   14,991.4
   15,915.5
   16,249.9
   17,566.6
   18,989.5
   15,338.5
   11,892.2
    9,828.5
    8,375.0
    7,244.9
    6,329.1
    5,393.8
    1,186.6

        0.0

  165,735.9
        0.0

  165,735.9

NGL
MBBL

      742.6
      839.8
      862.0
      858.1
      862.8
      875.0
      702.4
      544.9
      446.0
      374.8
      319.5
      275.1
      221.9
       45.4
        0.0

    7,970.3
        0.0

    7,970.3

EQUIV
MBOE

    5,165.5
    7,255.7
    6,986.0
    5,852.3
    5,302.4
    5,174.9
    4,046.2
    3,076.0
    2,498.1
    2,100.4
    1,794.4
    1,550.9
    1,310.2
      285.2

        0.0

   52,398.2
        0.0

   52,398.2

AVERAGE PRICES
OIL

$/BBL

     61.68
     64.12
     67.43
     71.89
     73.90
     75.86
     77.95
     81.46
     84.36
     87.63
     90.37
     92.91
     95.65
     99.07
      0.00

     70.40
      0.00

     70.40

GAS
$/MCF

     4.618
     5.558
     5.817
     6.211
     6.295
     6.427
     6.572
     6.696
     6.819
     6.946
     7.090
     7.237
     7.380
     7.523
     0.000

     6.256
     0.000
     6.256

NGL
$/BBL

     34.61
     36.10
     38.12
     40.73
     41.80
     42.97
     44.28
     46.41
     48.19
     50.18
     51.87
     53.44
     54.96
     56.81
      0.00

     42.69
      0.00

     42.69

OIL
M$

   98,034.7
  245,637.9
  227,910.8
  157,609.9
  104,264.0
   77,822.6
   54,510.0
   39,160.4
   30,162.2
   24,673.6
   20,400.1
   17,149.2
   15,150.6
    3,489.7

        0.0

1,115,975.6
        0.0

1,115,975.6

GAS
M$

   75,890.5
   83,325.2
   92,579.1

  100,928.6
  110,575.8
  122,049.2
  100,804.2
   79,628.4
   67,023.9
   58,172.2
   51,366.8
   45,801.9
   39,805.6
    8,926.8

        0.0

1,036,878.3
        0.0

1,036,878.3

NGL
M$

   25,700.6
   30,318.8
   32,860.4
   34,952.5
   36,061.2
   37,599.9
   31,100.8
   25,288.4
   21,492.7
   18,808.5
   16,573.8
   14,702.3
   12,192.7
    2,580.5

        0.0

  340,233.2
        0.0

  340,233.2

TOTAL
M$

  199,625.8
  359,282.0
  353,350.2
  293,491.0
  245,901.1
  237,471.6
  186,415.0
  144,077.2
  118,678.8
  101,654.3
   88,340.7
   77,653.5
   67,148.9
   14,997.0

        0.0

2,488,087.0
        0.0

2,488,087.0

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          8
          9

         11
         10
          8
          6
          6
          6
          6
          6
          6
          4
          4
          2
          0

NET

        6.7
        7.7
        9.7
        8.7
        6.7
        4.7
        4.7
        4.7
        4.7
        4.7
        4.7
        2.7
        2.7
        2.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0

   37,894.1
   85,430.1
   72,366.1
   70,426.4
   51,125.9
   35,696.6
   26,317.7
   19,587.7
   14,508.6
   10,478.1
    4,548.3

       76.8
-28,309.0

  400,147.3
-28,875.2
371,272.1

CAPITAL
COST

M$

   45,140.0
  139,230.0
   40,575.6

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  224,945.6
        0.0

  224,945.6

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   70,772.5

   70,772.5
   72,187.9

  142,960.4

OPERATING
EXPENSE

M$

   57,008.0
   35,741.3
   52,737.6
   59,127.7
   63,547.6
   61,355.8
   58,194.6
   54,361.4
   52,884.6
   52,685.1
   52,069.3
   51,458.3
   55,778.1
   14,805.1

        0.0

  721,754.6
        0.0

  721,754.6

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

   97,477.8
  184,310.7
  222,142.9
  148,933.2
  109,987.3
  105,689.4
   77,094.6
   54,019.1
   39,476.5
   29,381.5
   21,762.9
   15,717.1
    6,822.5
      115.2
-42,463.5

1,070,467.1
-43,312.8

1,027,154.3

CUM
M$

   97,477.8
  281,788.5
  503,931.4
  652,864.6
  762,851.9
  868,541.3
  945,635.8
  999,655.0

1,039,131.5
1,068,513.0
1,090,275.8
1,105,992.9
1,112,815.4
1,112,930.5
1,070,467.1

1,070,467.1
1,027,154.3
1,027,154.3

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

   91,854.6
  250,935.9
  426,068.9
  533,246.4
  604,870.2
  667,531.2
  709,279.6
  735,843.7
  753,485.6
  765,419.9
  773,460.7
  778,740.5
  780,882.0
  780,915.9
  769,756.1

  769,756.1
  759,407.9
  759,407.9

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

  879,311.5
  759,407.9
  663,068.6
  585,393.0
  522,205.1
  470,234.4
  426,996.6
  390,620.3
  359,693.3
  333,142.6
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ITHACA ENERGY (UK) LIMITED INTEREST

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

    6,905.6
    6,794.0
    7,001.7
    5,272.7
    3,945.9
    2,846.7
    1,306.1
      441.0
      368.4
      163.4

        0.0
        0.0
        0.0
        0.0
        0.0

   35,045.5
        0.0

   35,045.5
  554,530.4
  589,576.0

GAS
MMCF

   25,357.5
   22,357.5
   15,745.1
   10,665.6
    4,886.5
      661.6
      292.5
      235.9
      197.1
       87.4
        0.0
        0.0
        0.0
        0.0
        0.0

   80,486.8
        0.0

   80,486.8
  612,348.0
  692,834.8

OIL
MBBL

    2,789.3
    2,865.5
    3,059.2
    2,193.2
    1,435.8
      942.4
      512.8
      270.5
      226.0
      100.3

        0.0
        0.0
        0.0
        0.0
        0.0

   14,395.0
        0.0

   14,395.0

GAS
MMCF

   13,794.7
   11,740.2
    8,307.8
    5,715.7
    2,774.0
      354.9
      120.6
       97.3
       81.2
       36.0
        0.0
        0.0
        0.0
        0.0
        0.0

   43,022.4
        0.0

   43,022.4

NGL
MBBL

      233.8
      195.7
      146.0
      109.1
       51.4
        3.8
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

      739.8
        0.0

      739.8

EQUIV
MBOE

    5,401.4
    5,085.4
    4,637.6
    3,287.8
    1,965.4
    1,007.5
      533.6
      287.3
      240.0
      106.5

        0.0
        0.0
        0.0
        0.0
        0.0

   22,552.5
        0.0

   22,552.5

AVERAGE PRICES
OIL

$/BBL

     62.21
     64.04
     66.88
     71.48
     73.06
     74.68
     77.18
     81.20
     84.40
     87.97
      0.00
      0.00
      0.00
      0.00
      0.00

     68.29
      0.00

     68.29

GAS
$/MCF

     4.255
     5.181
     6.007
     6.245
     6.377
     7.361
     8.953
     9.117
     9.283
     9.453
     0.000
     0.000
     0.000
     0.000
     0.000

     5.311
     0.000
     5.311

NGL
$/BBL

     31.75
     33.54
     35.58
     38.25
     37.68
     34.22
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

     34.36
      0.00

     34.36

OIL
M$

  173,508.7
  183,499.1
  204,599.4
  156,762.6
  104,895.9
   70,380.5
   39,581.7
   21,964.9
   19,073.0
    8,820.1

        0.0
        0.0
        0.0
        0.0
        0.0

  983,086.0
        0.0

  983,086.0

GAS
M$

   58,697.0
   60,823.2
   49,904.1
   35,692.6
   17,689.6
    2,612.2
    1,079.4
      886.7
      754.2
      340.8

        0.0
        0.0
        0.0
        0.0
        0.0

  228,479.7
        0.0

  228,479.7

NGL
M$

    7,422.6
    6,564.5
    5,195.4
    4,172.5
    1,935.6
      131.0

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   25,421.6
        0.0

   25,421.6

TOTAL
M$

  239,628.2
  250,886.9
  259,698.9
  196,627.7
  124,521.1
   73,123.6
   40,661.1
   22,851.6
   19,827.2
    9,160.8

        0.0
        0.0
        0.0
        0.0
        0.0

1,236,987.3
        0.0

1,236,987.3

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

         42
         41
         44
         43
         45
         41
         40
          2
          2
          2
          0
          0
          0
          0
          0

NET

       12.2
       11.9
       12.6
       12.4
       12.9
       10.9
       10.1
        1.2
        1.2
        1.2
        0.0
        0.0
        0.0
        0.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0
        0.0
        0.0

      994.7
-595.6

-10,646.8
-24,535.0
-20,845.0
-24,252.6
-12,033.9

        0.0
        0.0
        0.0

-91,914.2
        0.0

-91,914.2

CAPITAL
COST

M$

   15,633.9
    5,237.1

   13,308.5
    9,091.8
    5,434.4

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   48,705.7
        0.0

   48,705.7

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0

   10,854.5
   11,071.6
   40,633.7
   62,881.6
   52,390.0
   60,631.5
   30,084.9

        0.0
        0.0
        0.0

  268,547.7
        0.0

  268,547.7

OPERATING
EXPENSE

M$

  123,671.9
  114,160.0
  112,585.3
  106,818.2
   79,974.9
   51,219.2
   31,574.8
   17,707.3
   18,283.2
    8,883.4

        0.0
        0.0
        0.0
        0.0
        0.0

  664,878.1
        0.0

  664,878.1

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

  100,322.3
  131,489.8
  133,805.2
   80,717.7
   39,111.8
   10,055.2

-1,389.6
-24,842.6
-36,802.5
-31,267.5
-36,378.9
-18,050.9

        0.0
        0.0
        0.0

  346,770.1
        0.0

  346,770.1

CUM
M$

  100,322.3
  231,812.2
  365,617.4
  446,335.1
  485,446.9
  495,502.1
  494,112.5
  469,269.9
  432,467.4
  401,199.9
  364,821.0
  346,770.1
  346,770.1
  346,770.1
  346,770.1

  346,770.1
  346,770.1
  346,770.1

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

   95,787.3
  209,821.7
  315,256.9
  373,487.1
  399,131.6
  405,097.7
  404,314.3
  391,939.6
  375,698.3
  363,224.3
  349,994.8
  344,221.2
  344,221.2
  344,221.2
  344,221.2

  344,221.2
  344,221.2
  344,221.2

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

  352,197.3
  344,221.2
  330,235.2
  313,990.7
  297,379.7
  281,329.2
  266,260.1
  252,328.3
  239,552.7
  227,884.3
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019

PROBABLE RESERVES

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

    1,034.1
    1,443.5
    1,687.8
    3,485.7
    3,394.8
    2,734.3
    2,872.8
    2,695.9
    2,304.5
    2,186.4
      936.6
      464.1
      280.6

        0.0
        0.0

   25,521.2
        0.0

   25,521.2
        0.0

   25,521.2

GAS
MMCF

    2,379.8
      921.2

    3,112.3
    5,349.4
    8,060.0
    9,341.0
    5,718.7
    2,000.7
      540.8
      188.1
      237.8
      208.9
      126.3

        0.0
        0.0

   38,184.8
        0.0

   38,184.8
        0.0

   38,184.8

OIL
MBBL

      411.3
      609.1
      712.2

    1,823.7
    1,666.5
    1,283.3
    1,079.7
      847.3
      684.9
      681.4
      419.5
      284.7
      172.1

        0.0
        0.0

   10,675.7
        0.0

   10,675.7

GAS
MMCF

    1,312.8
      908.2

    1,864.1
    2,800.5
    4,117.5
    5,010.9
    3,232.4
    1,365.0
      343.9
       77.5
       98.0
       86.1
       52.1
        0.0
        0.0

   21,269.1
        0.0

   21,269.1

NGL
MBBL

       30.4
       48.5
       50.4
       50.3
       80.0

      100.0
       63.7
       25.2
        5.6
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

      454.1
        0.0

      454.1

EQUIV
MBOE

      668.0
      814.1

    1,084.0
    2,356.9
    2,456.3
    2,247.2
    1,700.7
    1,107.9
      749.9
      694.8
      436.4
      299.6
      181.1

        0.0
        0.0

   14,796.9
        0.0

   14,796.9

AVERAGE PRICES
OIL

$/BBL

     62.72
     64.82
     67.70
     70.98
     74.20
     77.34
     78.64
     80.80
     83.95
     87.56
     90.88
     93.91
     96.87
      0.00
      0.00

     76.61
      0.00

     76.61

GAS
$/MCF

     4.879
     7.962
     5.030
     6.375
     6.403
     6.462
     6.580
     6.635
     7.039
     9.453
     9.647
     9.843

    10.044
     0.000
     0.000

     6.366
     0.000
     6.366

NGL
$/BBL

     33.68
     34.71
     36.16
     38.42
     41.00
     41.20
     40.94
     37.02
     38.47
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

     38.80
      0.00

     38.80

OIL
M$

   25,792.2
   39,481.2
   48,216.5

  129,438.8
  123,648.8
   99,243.6
   84,909.9
   68,465.2
   57,499.5
   59,663.5
   38,128.8
   26,739.0
   16,674.1

        0.0
        0.0

  817,901.3
        0.0

  817,901.3

GAS
M$

    6,404.7
    7,230.9
    9,376.7

   17,852.8
   26,364.7
   32,378.7
   21,268.3
    9,057.5
    2,420.8
      733.0
      945.5
      847.5
      522.8

        0.0
        0.0

  135,403.9
        0.0

  135,403.9

NGL
M$

    1,022.7
    1,682.1
    1,823.6
    1,933.9
    3,278.3
    4,120.1
    2,607.3
      931.9
      216.8

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   17,616.7
        0.0

   17,616.7

TOTAL
M$

   33,219.5
   48,394.3
   59,416.8

  149,225.6
  153,291.8
  135,742.3
  108,785.6
   78,454.6
   60,137.2
   60,396.5
   39,074.3
   27,586.6
   17,196.9

        0.0
        0.0

  970,922.0
        0.0

  970,922.0

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          0
          0
          1
          2
          6
          6

         41
         41
         40
         42
          2
          2
          0
          0

NET

        0.0
        0.0
        0.0
        0.2
        0.5
        2.5
        2.7

       10.1
       10.1
        9.4

       10.6
        1.2
        1.2
        0.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0

   47,356.9
   53,229.5
   35,952.1
   20,038.6
   18,256.7
   27,174.3
   20,736.6
   12,675.9

-8,405.7
-22,051.1
-25,737.1
-16,596.0

  162,630.8
        0.0

  162,630.8

CAPITAL
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0

-10,854.5
-11,071.6
-29,340.7
-51,362.7
-40,640.7
-26,346.1
24,421.7
55,596.6
64,342.6
41,490.0

16,234.7
0.0

16,234.7

OPERATING
EXPENSE

M$

    1,322.1
    1,208.9
    4,261.5

   14,171.8
   40,374.8
   65,235.3
   69,003.2
   53,091.6
   43,564.1
   49,195.7
   33,730.5
   24,179.1
   16,728.1

        0.0
        0.0

  416,066.6
        0.0

  416,066.6

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

   31,897.4
   47,185.4
   55,155.3
   87,696.8
   59,687.5
   45,409.4
   30,815.4
   36,447.0
   40,761.5
   31,104.9
   19,013.9
-12,608.5
-33,076.7
-38,605.6
-24,894.0

  375,989.8
        0.0

  375,989.8

CUM
M$

   31,897.4
   79,082.8

  134,238.1
  221,934.9
  281,622.5
  327,031.9
  357,847.3
  394,294.3
  435,055.8
  466,160.7
  485,174.6
  472,566.1
  439,489.4
  400,883.8
  375,989.8

  375,989.8
  375,989.8
  375,989.8

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

   30,270.7
   71,225.9

  114,448.5
  177,066.3
  216,161.9
  243,297.4
  260,064.1
  278,248.5
  296,351.4
  308,844.0
  315,980.5
  311,428.1
  301,301.7
  290,589.0
  284,124.9

  284,124.9
  284,124.9
  284,124.9

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

  328,324.0
  284,124.9
  246,319.6
  214,939.5
  189,136.6
  167,915.4
  150,376.7
  135,777.3
  123,525.1
  113,156.0
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

    7,939.7
    8,237.5
    8,689.5
    8,758.4
    7,340.7
    5,581.0
    4,178.9
    3,136.8
    2,672.9
    2,349.9
      936.6
      464.1
      280.6

        0.0
        0.0

   60,566.7
        0.0

   60,566.7
  554,530.4
  615,097.1

GAS
MMCF

   27,737.3
   23,278.7
   18,857.4
   16,015.0
   12,946.5
   10,002.7
    6,011.2
    2,236.6
      737.9
      275.5
      237.8
      208.9
      126.3

        0.0
        0.0

  118,671.6
        0.0

  118,671.6
  612,348.0
  731,019.6

PROVED + PROBABLE (2P) RESERVES 

OIL
MBBL

    3,200.5
    3,474.6
    3,771.4
    4,017.0
    3,102.2
    2,225.7
    1,592.5
    1,117.8
      910.9
      781.7
      419.5
      284.7
      172.1

        0.0
        0.0

   25,070.8
        0.0

   25,070.8

GAS
MMCF

   15,107.5
   12,648.3
   10,171.8
    8,516.2
    6,891.5
    5,365.8
    3,353.0
    1,462.3
      425.2
      113.6
       98.0
       86.1
       52.1
        0.0
        0.0

   64,291.4
        0.0

   64,291.4

NGL
MBBL

      264.1
      244.2
      196.4
      159.4
      131.3
      103.8
       63.7
       25.2
        5.6
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

    1,193.8
        0.0

    1,193.8

EQUIV
MBOE

    6,069.4
    5,899.5
    5,721.6
    5,644.7
    4,421.7
    3,254.7
    2,234.3
    1,395.1
      989.9
      801.3
      436.4
      299.6
      181.1

        0.0
        0.0

   37,349.3
        0.0

   37,349.3

AVERAGE PRICES
OIL

$/BBL

     62.27
     64.17
     67.04
     71.25
     73.67
     76.21
     78.17
     80.90
     84.06
     87.61
     90.88
     93.91
     96.87
      0.00
      0.00

     71.84
      0.00

     71.84

GAS
$/MCF

     4.309
     5.380
     5.828
     6.287
     6.393
     6.521
     6.665
     6.800
     7.468
     9.453
     9.647
     9.843

    10.044
     0.000
     0.000

     5.660
     0.000
     5.660

NGL
$/BBL

     31.97
     33.77
     35.73
     38.30
     39.70
     40.94
     40.94
     37.02
     38.47
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

     36.05
      0.00

     36.05

OIL
M$

  199,300.9
  222,980.4
  252,816.0
  286,201.4
  228,544.7
  169,624.0
  124,491.7
   90,430.2
   76,572.6
   68,483.6
   38,128.8
   26,739.0
   16,674.1

        0.0
        0.0

1,800,987.3
        0.0

1,800,987.3

GAS
M$

   65,101.6
   68,054.2
   59,280.7
   53,545.4
   44,054.4
   34,990.9
   22,347.7
    9,944.2
    3,175.0
    1,073.7
      945.5
      847.5
      522.8

        0.0
        0.0

  363,883.7
        0.0

  363,883.7

NGL
M$

    8,445.3
    8,246.6
    7,019.1
    6,106.4
    5,213.9
    4,251.0
    2,607.3
      931.9
      216.8

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   43,038.3
        0.0

   43,038.3

TOTAL
M$

  272,847.7
  299,281.2
  319,115.8
  345,853.3
  277,812.9
  208,866.0
  149,446.7
  101,306.2
   79,964.4
   69,557.3
   39,074.3
   27,586.6
   17,196.9

        0.0
        0.0

2,207,909.3
        0.0

2,207,909.3

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

         42
         41
         44
         44
         47
         47
         46
         43
         43
         42
         42
          2
          2
          0
          0

NET

       12.2
       11.9
       12.6
       12.6
       13.3
       13.3
       12.8
       11.3
       11.3
       10.6
       10.6
        1.2
        1.2
        0.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0

   47,356.9
   53,229.5
   36,946.8
   19,443.0
    7,609.9
    2,639.3

-108.4
-11,576.7
-20,439.6
-22,051.1
-25,737.1
-16,596.0

70,716.6
0.0

70,716.6

CAPITAL
COST

M$

   15,633.9
    5,237.1

   13,308.5
    9,091.8
    5,434.4

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   48,705.7
        0.0

   48,705.7

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   11,293.0
   11,518.9
   11,749.3
   34,285.4
   54,506.5
   55,596.6
   64,342.6
   41,490.0

  284,782.3
        0.0

  284,782.3

OPERATING
EXPENSE

M$

  124,994.1
  115,368.9
  116,846.8
  120,990.1
  120,349.6
  116,454.4
  100,577.9
   70,798.9
   61,847.3
   58,079.1
   33,730.5
   24,179.1
   16,728.1

        0.0
        0.0

1,080,944.8
        0.0

1,080,944.8

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

  132,219.8
  178,675.2
  188,960.5
  168,414.5
   98,799.4
   55,464.7
   29,425.8
   11,604.4
    3,959.0

-162.6
-17,365.0
-30,659.4
-33,076.7
-38,605.6
-24,894.0

  722,759.9
        0.0

  722,759.9

CUM
M$

  132,219.8
  310,895.0
  499,855.5
  668,270.0
  767,069.4
  822,534.1
  851,959.8
  863,564.2
  867,523.2
  867,360.6
  849,995.6
  819,336.2
  786,259.4
  747,653.9
  722,759.9

  722,759.9
  722,759.9
  722,759.9

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

  126,057.9
  281,047.6
  429,705.4
  550,553.5
  615,293.5
  648,395.1
  664,378.4
  670,188.0
  672,049.8
  672,068.3
  665,975.3
  655,649.3
  645,522.9
  634,810.2
  628,346.1

  628,346.1
  628,346.1
  628,346.1

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

  680,521.2
  628,346.1
  576,554.8
  528,930.2
  486,516.2
  449,244.5
  416,636.8
  388,105.6
  363,077.8
  341,040.3
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019

POSSIBLE RESERVES

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

      845.0
    1,054.1
    1,276.7
    1,514.6
    4,403.9
    3,244.9
    2,147.9
    2,055.3
    1,796.4
    1,101.2
    2,060.9
    2,209.8
    2,174.7
    2,266.6
    2,100.4

   30,252.3
    1,340.3

   31,592.5
        0.0

   31,592.5

GAS
MMCF

    1,491.7
    2,341.8
    3,387.1
    3,205.0
    4,206.6
    3,997.6
    4,811.8
    6,848.1
    6,946.1
    2,778.7
    1,413.0
      120.4
      162.0
      256.2
      230.2

   42,196.3
       89.4

   42,285.7
        0.0

   42,285.7

OIL
MBBL

      304.6
      393.2
      475.8
      636.1

    2,364.7
    1,678.1
    1,008.3
      926.4
      795.8
      443.0
      601.0
      587.8
      618.5
      722.3
      664.0

   12,219.6
      380.5

   12,600.0

GAS
MMCF

      836.3
    1,256.1
    1,744.3
    1,652.7
    2,045.6
    1,987.3
    2,420.3
    3,409.7
    3,714.1
    1,748.1
      955.6
       49.6
       66.8

      105.6
       94.9

   22,087.1
       36.9

   22,124.0

NGL
MBBL

       22.3
       28.0
       33.8
       30.0
       26.6
       30.8
       45.6
       68.4
       74.3
       33.1
       17.4
        0.0
        0.0
        0.0
        0.0

      410.4
        0.0

      410.4

EQUIV
MBOE

      471.1
      637.8
      810.4
      951.1

    2,744.0
    2,051.5
    1,471.2
    1,582.7
    1,510.5
      777.4
      783.2
      596.3
      630.0
      740.5
      680.4

   16,438.1
      386.8

   16,824.9

AVERAGE PRICES
OIL

$/BBL

     62.91
     64.60
     67.92
     71.55
     72.87
     75.51
     78.89
     84.03
     87.23
     88.55
     90.58
     93.36
     96.38

    100.18
    103.99

     81.65
    106.80
     82.41

GAS
$/MCF

     5.240
     5.790
     5.863
     6.372
     7.079
     6.988
     6.803
     6.826
     6.869
     6.919
     7.061
     9.843

    10.044
    10.249
    10.458

     6.706
    10.671
     6.712

NGL
$/BBL

     34.25
     35.03
     36.92
     38.95
     39.79
     41.61
     43.98
     46.88
     46.44
     42.78
     41.49
      0.00
      0.00
      0.00
      0.00

     42.17
      0.00

     42.17

OIL
M$

   19,162.9
   25,399.6
   32,318.8
   45,511.4

  172,318.6
  126,709.5
   79,548.9
   77,848.3
   69,413.7
   39,221.9
   54,436.2
   54,870.1
   59,608.6
   72,361.1
   69,049.5

  997,779.4
   40,631.3

1,038,410.8

GAS
M$

    4,382.1
    7,272.3

   10,226.8
   10,530.9
   14,480.1
   13,887.2
   16,465.5
   23,273.5
   25,512.0
   12,096.1
    6,747.7
      488.5
      671.0

    1,082.3
      992.6

  148,108.6
      393.3

  148,501.9

NGL
M$

      764.6
      981.9

    1,249.5
    1,169.8
    1,058.2
    1,281.4
    2,005.6
    3,206.2
    3,452.4
    1,415.0
      721.3

        0.0
        0.0
        0.0
        0.0

   17,306.0
        0.0

   17,306.0

TOTAL
M$

   24,309.6
   33,653.8
   43,795.1
   57,212.1

  187,857.0
  141,878.1
   98,020.0

  104,328.0
   98,378.1
   52,733.0
   61,905.3
   55,358.7
   60,279.6
   73,443.4
   70,042.1

1,163,194.0
   41,024.6

1,204,218.6

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          1
          0
          0
          0
          0
          1
          4
          4
          4
          1

         40
         40
         42
         42

NET

        0.0
        0.2
        0.0
        0.0
        0.0
        0.0
        0.5
        2.0
        2.0
        2.2
        0.7
        9.4
        9.4

       10.6
       10.6

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0

   33,486.7
   50,758.4
   76,952.5
   51,592.1
   29,047.9
   25,026.7
   19,257.1
   15,037.7
   17,064.8
   23,232.8
   22,027.3
   14,697.6
    8,496.4

  386,678.0
-83,865.0
302,813.1

CAPITAL
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

-11,293.0
-11,518.9
-11,749.3
-22,301.2
-42,282.6
-43,128.2
-27,958.7
-17,350.4

 -187,582.3
210,625.3
23,043.0

OPERATING
EXPENSE

M$

    1,101.7
    1,358.8
    2,963.2
    3,820.7

   11,843.7
   12,879.5
   25,276.6
   52,810.2
   61,754.4
   26,888.1
   41,544.4
   39,559.3
   48,339.6
   64,657.9
   66,151.6

  460,949.7
   40,061.8

  501,011.5

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

   23,207.9
   32,295.0
    7,345.2
    2,633.0

   99,060.8
   77,406.5
   43,695.5
   37,784.1
   28,885.6
   22,556.5
   25,597.2
   34,849.2
   33,041.0
   22,046.5
   12,744.6

  503,148.5
 -125,797.5

377,351.1

CUM
M$

   23,207.9
   55,502.9
   62,848.1
   65,481.1

  164,541.9
  241,948.4
  285,643.9
  323,428.0
  352,313.6
  374,870.1
  400,467.3
  435,316.5
  468,357.5
  490,403.9
  503,148.5

  503,148.5
  377,351.1
  377,351.1

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

   22,049.7
   50,035.7
   55,789.6
   57,391.5

  121,341.7
  167,682.2
  191,373.9
  209,865.4
  222,731.6
  231,818.0
  240,810.2
  252,410.2
  262,405.0
  268,610.1
  272,201.0

  272,201.0
  249,024.6
  249,024.6

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

  309,345.4
  249,024.6
  201,620.3
  165,605.1
  138,353.0
  117,567.7
  101,510.8
   88,926.5
   78,918.9
   70,848.1
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

    8,784.6
    9,291.7
    9,966.2

   10,273.0
   11,744.6
    8,825.8
    6,326.8
    5,192.1
    4,469.2
    3,451.0
    2,997.6
    2,673.9
    2,455.3
    2,266.6
    2,100.4

   90,819.0
    1,340.3

   92,159.3
  554,530.4
  646,689.7

GAS
MMCF

   29,229.0
   25,620.5
   22,244.5
   19,220.0
   17,153.0
   14,000.2
   10,822.9
    9,084.8
    7,684.0
    3,054.2
    1,650.8
      329.3
      288.3
      256.2
      230.2

  160,867.9
       89.4

  160,957.3
  612,348.0
  773,305.3

PROVED + PROBABLE + POSSIBLE (3P) RESERVES 

OIL
MBBL

    3,505.1
    3,867.8
    4,247.2
    4,653.1
    5,466.9
    3,903.8
    2,600.8
    2,044.3
    1,706.7
    1,224.6
    1,020.5
      872.5
      790.6
      722.3
      664.0

   37,290.3
      380.5

   37,670.8

GAS
MMCF

   15,943.8
   13,904.4
   11,916.1
   10,168.9
    8,937.1
    7,353.2
    5,773.3
    4,872.0
    4,139.3
    1,861.7
    1,053.6
      135.7
      118.9
      105.6
       94.9

   86,378.5
       36.9

   86,415.4

NGL
MBBL

      286.5
      272.2
      230.3
      189.5
      157.9
      134.6
      109.3
       93.6
       80.0
       33.1
       17.4
        0.0
        0.0
        0.0
        0.0

    1,604.3
        0.0

    1,604.3

EQUIV
MBOE

    6,540.5
    6,537.3
    6,532.0
    6,595.8
    7,165.7
    5,306.2
    3,705.5
    2,977.8
    2,500.3
    1,578.7
    1,219.6
      895.9
      811.1
      740.5
      680.4

   53,787.4
      386.8

   54,174.3

AVERAGE PRICES
OIL

$/BBL

     62.33
     64.22
     67.14
     71.29
     73.33
     75.91
     78.45
     82.32
     85.54
     87.95
     90.70
     93.54
     96.49

    100.18
    103.99

     75.05
    106.80
     75.37

GAS
$/MCF

     4.358
     5.417
     5.833
     6.301
     6.550
     6.647
     6.723
     6.818
     6.930
     7.074
     7.302
     9.843

    10.044
    10.249
    10.458

     5.927
    10.671
     5.929

NGL
$/BBL

     32.15
     33.90
     35.91
     38.40
     39.72
     41.10
     42.21
     44.23
     45.88
     42.78
     41.49
      0.00
      0.00
      0.00
      0.00

     37.62
      0.00

     37.62

OIL
M$

  218,463.8
  248,380.0
  285,134.8
  331,712.9
  400,863.3
  296,333.6
  204,040.6
  168,278.5
  145,986.3
  107,705.5
   92,565.0
   81,609.1
   76,282.7
   72,361.1
   69,049.5

2,798,766.7
   40,631.3

2,839,398.0

GAS
M$

   69,483.7
   75,326.5
   69,507.6
   64,076.4
   58,534.5
   48,878.1
   38,813.2
   33,217.6
   28,687.0
   13,169.8
    7,693.2
    1,336.1
    1,193.8
    1,082.3
      992.6

  511,992.3
      393.3

  512,385.6

NGL
M$

    9,209.9
    9,228.5
    8,268.6
    7,276.2
    6,272.1
    5,532.4
    4,613.0
    4,138.1
    3,669.3
    1,415.0
      721.3

        0.0
        0.0
        0.0
        0.0

   60,344.3
        0.0

   60,344.3

TOTAL
M$

  297,157.4
  332,935.0
  362,910.9
  403,065.4
  465,669.9
  350,744.1
  247,466.8
  205,634.2
  178,342.5
  122,290.3
  100,979.6
   82,945.2
   77,476.5
   73,443.4
   70,042.1

3,371,103.3
   41,024.6

3,412,127.9

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

         42
         42
         44
         44
         47
         47
         47
         47
         47
         46
         43
         42
         42
         42
         42

NET

       12.2
       12.2
       12.6
       12.6
       13.3
       13.3
       13.3
       13.3
       13.3
       12.8
       11.3
       10.6
       10.6
       10.6
       10.6

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0

   33,486.7
   98,115.2

  130,182.1
   88,539.0
   48,491.0
   32,636.7
   21,896.4
   14,929.3
    5,488.2
    2,793.2

-23.8
-11,039.4
-8,099.6

  457,394.7
-83,865.0
373,529.7

CAPITAL
COST

M$

   15,633.9
    5,237.1

   13,308.5
    9,091.8
    5,434.4

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   48,705.7
        0.0

   48,705.7

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   11,984.2
   12,223.9
   12,468.4
   36,384.0
   24,139.5

   97,200.1
  210,625.3
  307,825.3

OPERATING
EXPENSE

M$

  126,095.8
  116,727.7
  119,810.0
  124,810.8
  132,193.3
  129,334.0
  125,854.5
  123,609.0
  123,601.6
   84,967.2
   75,274.9
   63,738.3
   65,067.7
   64,657.9
   66,151.6

1,541,894.5
   40,061.8

1,581,956.3

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

  155,427.7
  210,970.2
  196,305.7
  171,047.5
  197,860.1
  132,871.2
   73,121.3
   49,388.5
   32,844.5
   22,393.9
    8,232.2
    4,189.8

-35.8
-16,559.1
-12,149.4

1,225,908.4
-125,797.5

1,100,110.9

CUM
M$

  155,427.7
  366,397.9
  562,703.6
  733,751.1
  931,611.3

1,064,482.4
1,137,603.7
1,186,992.2
1,219,836.8
1,242,230.7
1,250,462.9
1,254,652.7
1,254,616.9
1,238,057.8
1,225,908.4

1,225,908.4
1,100,110.9
1,100,110.9

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

  148,107.7
  331,083.3
  485,495.0
  607,945.0
  736,635.2
  816,077.3
  855,752.3
  880,053.4
  894,781.4
  903,886.3
  906,785.5
  908,059.5
  907,927.8
  903,420.3
  900,547.1

  900,547.1
  877,370.7
  877,370.7

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

  989,866.7
  877,370.7
  778,175.2
  694,535.3
  624,869.2
  566,812.2
  518,147.6
  477,032.1
  441,996.7
  411,888.4
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ITHACA ENERGY (UK) LIMITED INTEREST

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

   27,897.4
   23,991.6
   18,532.3
   14,898.3
   11,715.6
    9,936.2
    9,123.7
    7,215.8
    4,720.8
    3,330.3
    2,785.2
    2,436.9
    2,208.4
    2,070.7
    1,943.1

  142,806.4
    7,996.8

  150,803.2
  975,775.1

1,126,578.4

GAS
MMCF

  201,419.4
  176,154.0
  166,455.4
  137,218.1
  112,957.6
   99,398.9
   90,109.5
   71,678.3
   40,989.4
   26,199.6
   22,014.0
   18,830.2
   16,827.9
   15,720.2
   14,699.2

1,210,671.7
   59,700.3

1,270,372.0
6,977,481.4
8,247,853.4

OIL
MBBL

    2,321.9
    1,724.4
    1,270.8
    1,035.7
      782.2
      622.9
      539.7
      429.0
      179.3
       87.7
       70.4
       61.6
       55.8
       52.3
       49.1

    9,282.8
      202.1

    9,484.9

GAS
MMCF

   20,860.8
   17,378.6
   16,219.9
   13,744.9
   11,470.5
   10,018.9
    8,753.5
    7,089.6
    2,203.3
    1,037.0
      837.9
      716.8
      640.5
      598.4
      559.5

  112,130.1
    2,272.4

  114,402.5

NGL
MBBL

      420.0
      423.9
      530.6
      433.5
      332.2
      289.5
      248.9
      202.5
       98.8
       29.4
       23.2
       19.8
       17.7
       16.6
       15.5

    3,102.3
       62.9

    3,165.2

EQUIV
MBOE

    6,338.6
    5,144.7
    4,597.9
    3,839.1
    3,092.1
    2,639.9
    2,297.8
    1,853.9
      658.0
      295.8
      238.1
      205.0
      184.0
      172.1
      161.1

   31,717.9
      656.8

   32,374.7

AVERAGE PRICES
OIL

$/BBL

     60.46
     62.22
     65.55
     70.13
     72.55
     75.04
     77.34
     81.12
     83.83
     86.60
     89.53
     92.40
     95.36
     99.06

    102.88

     68.28
    110.89
     69.18

GAS
$/MCF

     4.746
     5.585
     5.778
     6.152
     6.298
     6.455
     6.602
     6.721
     6.611
     6.943
     7.120
     7.277
     7.437
     7.600
     7.766

     5.916
     8.259
     5.962

NGL
$/BBL

     26.51
     27.93
     30.64
     32.67
     33.56
     34.87
     36.12
     37.89
     44.92
     48.78
     50.53
     52.12
     53.76
     55.80
     57.92

     32.93
     62.32
     33.51

OIL
M$

  140,374.4
  107,287.1
   83,296.1
   72,633.3
   56,744.6
   46,746.9
   41,738.2
   34,803.7
   15,028.4
    7,591.0
    6,301.9
    5,690.6
    5,322.0
    5,183.8
    5,052.0

  633,794.0
   22,409.7

  656,203.7

GAS
M$

   99,011.3
   97,066.9
   93,725.6
   84,555.3
   72,244.3
   64,670.9
   57,792.2
   47,652.5
   14,565.7
    7,200.3
    5,966.3
    5,215.7
    4,763.5
    4,547.5
    4,345.2

  663,323.1
   18,768.8

  682,091.9

NGL
M$

   11,136.6
   11,841.0
   16,257.4
   14,164.2
   11,149.6
   10,096.5
    8,991.7
    7,671.6
    4,438.5
    1,432.0
    1,172.0
    1,034.0
      953.1
      924.2
      896.9

  102,159.3
    3,920.0

  106,079.2

TOTAL
M$

  250,522.2
  216,195.1
  193,279.0
  171,352.8
  140,138.5
  121,514.4
  108,522.2
   90,127.7
   34,032.7
   16,223.2
   13,440.2
   11,940.3
   11,038.6
   10,655.5
   10,294.0

1,399,276.3
   45,098.4

1,444,374.8

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

         90
         88
         71
         68
         59
         53
         50
         46
         11
          8
          2
          2
          1
          1
          1

NET

       19.7
       19.3
       15.1
       14.4
       12.8
       11.6
       10.8
        9.9
        1.1
        1.0
        0.1
        0.1
        0.0
        0.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0
        0.0
        0.0

    4,534.3
   11,788.0
    7,139.9
-20,033.4
-27,407.1
-32,657.7
-28,468.5
-2,318.3
-2,589.6

986.4

-89,025.9
-25,572.3

-114,598.2

CAPITAL
COST

M$

   46,546.9
   37,877.0

        0.0
        0.0

    4,697.7
      571.0

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   89,692.5
        0.0

   89,692.5

ABDNMNT
COST

M$

        0.0
        0.0

   30,185.1
   30,788.8
    2,364.0
    2,411.3

        0.0
        0.0

   62,680.6
   77,124.2
   88,299.4
   76,342.6
   10,022.0
   10,222.4

        0.0

  390,440.5
   70,330.9

  460,771.4

OPERATING
EXPENSE

M$

  102,707.2
   81,290.0
   72,422.4
   71,919.3
   69,198.1
   68,161.6
   69,228.8
   66,328.1
   21,435.5
    7,616.9
    6,785.0
    6,768.8
    6,812.3
    6,907.0
    7,006.1

  664,587.4
   36,564.9

  701,152.2

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

  101,268.2
   97,028.0
   90,671.5
   68,644.6
   63,878.7
   45,836.1
   27,505.4
   16,659.7
-30,050.1
-41,110.7
-48,986.6
-42,702.7
-3,477.4
-3,884.3
2,301.5

  343,581.9
-36,225.1
307,356.8

CUM
M$

  101,268.2
  198,296.1
  288,967.6
  357,612.3
  421,490.9
  467,327.1
  494,832.4
  511,492.2
  481,442.1
  440,331.4
  391,344.8
  348,642.1
  345,164.7
  341,280.3
  343,581.9

  343,581.9
  307,356.8
  307,356.8

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

   97,609.4
  181,789.1
  253,105.9
  302,235.9
  343,853.6
  371,077.2
  385,945.6
  394,170.4
  381,808.9
  366,130.9
  348,834.7
  335,208.6
  334,018.6
  332,821.8
  333,401.2

  333,401.2
  329,789.9
  329,789.9

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

  334,675.9
  329,789.9
  314,070.5
  295,402.9
  276,830.1
  259,500.7
  243,777.7
  229,691.7
  217,136.7
  205,958.8
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019

PROBABLE RESERVES

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

    3,542.9
    5,361.2
    6,088.0
    5,296.7
    5,312.0
    4,532.0
    3,779.3
    3,908.5
    4,598.0
    3,891.7
    2,239.7
    1,947.8
    1,320.7
      893.3
      387.2

   53,099.0
      132.2

   53,231.1
      291.3

   53,522.5

GAS
MMCF

   29,397.3
   24,588.7
   29,452.5
   34,073.7
   34,547.4
   27,579.5
   24,775.1
   26,594.7
   42,011.5
   38,528.9
   17,434.3
   15,165.4
    8,835.9
    6,438.4
    2,938.4

  362,361.6
    1,321.6

  363,683.1
    1,524.4

  365,207.5

OIL
MBBL

      310.6
      637.7
      767.2
      495.1
      406.8
      380.4
      324.3
      307.7
      415.1
      328.7
      105.6
       91.8
       33.4
       22.6
        9.8

    4,637.0
        3.3

    4,640.4

GAS
MMCF

    2,949.0
    2,204.3
    2,511.0
    3,037.6
    3,051.1
    2,676.7
    2,578.4
    2,757.9
    6,312.5
    5,464.4
    1,274.4
    1,120.1
      336.3
      245.1
      111.8

   36,630.6
       50.3

   36,680.9

NGL
MBBL

       45.9
       59.4

      105.2
      143.0
      140.8
       93.2
       81.1
       66.5

      121.8
      119.5
       45.3
       39.9
        9.3
        6.8
        3.1

    1,080.9
        1.4

    1,082.3

EQUIV
MBOE

      865.0
    1,077.2
    1,305.3
    1,161.8
    1,073.6
      935.2
      850.0
      849.7

    1,625.3
    1,390.4
      370.7
      324.9
      100.7
       71.6
       32.2

   12,033.5
       13.4

   12,046.9

AVERAGE PRICES
OIL

$/BBL

     60.92
     62.83
     65.99
     70.26
     72.31
     74.63
     76.93
     80.75
     84.40
     88.23
     91.15
     94.01
     95.36
     99.06

    102.88

     73.48
    113.13
     73.51

GAS
$/MCF

     4.649
     5.530
     5.714
     6.043
     6.180
     6.416
     6.602
     6.776
     6.958
     7.016
     6.826
     6.971
     7.437
     7.600
     7.766

     6.397
     8.433
     6.400

NGL
$/BBL

     27.01
     28.82
     31.27
     33.74
     34.76
     34.49
     34.66
     35.09
     33.36
     38.11
     49.96
     51.52
     53.76
     55.80
     57.92

     35.45
     63.59
     35.49

OIL
M$

   18,924.5
   40,069.5
   50,633.7
   34,782.9
   29,416.9
   28,391.9
   24,952.3
   24,846.1
   35,035.6
   29,004.7
    9,629.3
    8,629.8
    3,182.7
    2,236.3
    1,006.6

  340,742.8
      377.8

  341,120.6

GAS
M$

   13,710.1
   12,190.4
   14,348.1
   18,356.7
   18,856.1
   17,174.7
   17,022.6
   18,688.5
   43,920.5
   38,336.0
    8,699.9
    7,808.3
    2,501.2
    1,862.5
      868.6

  234,344.1
      424.2

  234,768.3

NGL
M$

    1,239.4
    1,712.4
    3,288.5
    4,824.3
    4,892.6
    3,215.6
    2,811.7
    2,335.1
    4,062.6
    4,553.8
    2,264.7
    2,057.9
      500.4
      378.5
      179.3

   38,316.8
       88.5

   38,405.4

TOTAL
M$

   33,874.0
   53,972.3
   68,270.3
   57,963.9
   53,165.6
   48,782.2
   44,786.6
   45,869.7
   83,018.7
   71,894.5
   20,593.9
   18,496.0
    6,184.3
    4,477.3
    2,054.5

  613,403.7
      890.6

  614,294.3

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          3

         12
         14
         11
         14
         14
         11
         44
         39
         12
          9
          5
          3
          3

NET

        0.0
        0.5
        3.9
        4.5
        1.7
        2.4
        3.1
        2.2

       10.8
        9.5
        1.3
        1.2
        0.2
        0.1
        0.1

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0

   31,575.1
   28,022.6
   19,615.1
   17,699.4
   15,200.0
   36,414.7
   37,506.8
    7,811.5
    1,551.1
-24,880.3
-26,056.3
-3,099.1

  141,360.7
-3,081.4

138,279.3

CAPITAL
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

ABDNMNT
COST

M$

        0.0
        0.0

-30,185.1
-30,788.8
29,040.6
29,621.4
2,459.5
2,508.7

-62,680.6
-77,124.2
-9,632.8
3,897.4

67,847.5
69,204.5
10,426.8

4,594.9
10,635.4
15,230.3

OPERATING
EXPENSE

M$

-2,137.3
17,164.6
29,168.6
13,532.3
7,968.4
9,128.6
7,505.8

10,754.5
54,662.5
55,251.6
10,697.9
10,720.8
      537.5
      413.5
      197.4

  225,566.7
       92.0

  225,658.8

           

           
           
           

UNDISCOUNTED
PERIOD

M$

   36,011.3
   36,807.7
   69,286.8
   43,645.3
-11,866.0
-9,582.9
17,121.9
17,406.5
54,622.1
56,260.2
11,717.3
2,326.7

-37,320.4
-39,084.4
-5,470.6

  241,881.4
-6,755.4

235,126.0

CUM
M$

   36,011.3
   72,819.0

  142,105.8
  185,751.1
  173,885.1
  164,302.2
  181,424.1
  198,830.6
  253,452.6
  309,712.9
  321,430.2
  323,756.9
  286,436.4
  247,352.0
  241,881.4

  241,881.4
  235,126.0
  235,126.0

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

   34,072.0
   66,020.3

  120,902.8
  152,431.1
  144,324.1
  138,283.8
  147,537.5
  156,080.3
  179,447.4
  201,296.9
  205,555.2
  206,292.7
  195,795.3
  185,775.9
  184,524.9

  184,524.9
  183,084.5
  183,084.5

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

  208,596.5
  183,084.5
  161,334.6
  143,496.6
  128,994.5
  117,153.7
  107,387.0
   99,230.4
   92,329.9
   86,419.3
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

   31,440.2
   29,352.8
   24,620.3
   20,194.9
   17,027.7
   14,468.3
   12,903.1
   11,124.3
    9,318.8
    7,222.0
    5,024.9
    4,384.7
    3,529.0
    2,964.0
    2,330.2

  195,905.4
    8,129.0

  204,034.3
  976,066.5

1,180,100.8

GAS
MMCF

  230,816.7
  200,742.8
  195,907.9
  171,291.8
  147,505.0
  126,978.3
  114,884.6
   98,273.1
   83,000.8
   64,728.5
   39,448.4
   33,995.5
   25,663.8
   22,158.6
   17,637.6

1,573,033.3
   61,021.8

1,634,055.1
6,979,005.8
8,613,060.9

PROVED + PROBABLE (2P) RESERVES 

OIL
MBBL

    2,632.5
    2,362.1
    2,038.1
    1,530.8
    1,189.0
    1,003.4
      864.0
      736.7
      594.4
      416.4
      176.0
      153.4
       89.2
       74.9
       58.9

   13,919.9
      205.4

   14,125.3

GAS
MMCF

   23,809.8
   19,582.9
   18,730.8
   16,782.4
   14,521.6
   12,695.6
   11,331.8
    9,847.4
    8,515.8
    6,501.4
    2,112.4
    1,836.9
      976.9
      843.4
      671.4

  148,760.7
    2,322.7

  151,083.4

NGL
MBBL

      465.9
      483.4
      635.7
      576.5
      473.0
      382.8
      330.1
      269.0
      220.6
      148.8
       68.5
       59.8
       27.0
       23.3
       18.6

    4,183.2
       64.3

    4,247.5

EQUIV
MBOE

    7,203.6
    6,221.9
    5,903.3
    5,000.9
    4,165.7
    3,575.1
    3,147.8
    2,703.6
    2,283.2
    1,686.2
      608.8
      529.9
      284.6
      243.7
      193.2

   43,751.4
      670.2

   44,421.6

AVERAGE PRICES
OIL

$/BBL

     60.51
     62.38
     65.71
     70.17
     72.47
     74.89
     77.19
     80.97
     84.23
     87.89
     90.50
     93.37
     95.36
     99.06

    102.88

     70.01
    110.92
     70.61

GAS
$/MCF

     4.734
     5.579
     5.770
     6.132
     6.273
     6.447
     6.602
     6.737
     6.868
     7.004
     6.943
     7.090
     7.437
     7.600
     7.766

     6.034
     8.263
     6.069

NGL
$/BBL

     26.56
     28.04
     30.75
     32.94
     33.92
     34.78
     35.76
     37.20
     38.54
     40.22
     50.15
     51.72
     53.76
     55.80
     57.92

     33.58
     62.35
     34.02

OIL
M$

  159,298.9
  147,356.5
  133,929.8
  107,416.2
   86,161.5
   75,138.8
   66,690.5
   59,649.8
   50,064.0
   36,595.7
   15,931.2
   14,320.3
    8,504.7
    7,420.1
    6,058.6

  974,536.7
   22,787.5

  997,324.3

GAS
M$

  112,721.4
  109,257.4
  108,073.6
  102,912.0
   91,100.4
   81,845.6
   74,814.8
   66,341.0
   58,486.2
   45,536.3
   14,666.2
   13,024.0
    7,264.7
    6,410.0
    5,213.7

  897,667.2
   19,193.0

  916,860.2

NGL
M$

   12,376.0
   13,553.4
   19,545.8
   18,988.5
   16,042.2
   13,312.2
   11,803.4
   10,006.7
    8,501.1
    5,985.8
    3,436.7
    3,091.8
    1,453.5
    1,302.7
    1,076.2

  140,476.1
    4,008.5

  144,484.6

TOTAL
M$

  284,396.2
  270,167.3
  261,549.3
  229,316.6
  193,304.1
  170,296.6
  153,308.8
  135,997.5
  117,051.4
   88,117.8
   34,034.1
   30,436.2
   17,222.9
   15,132.8
   12,348.5

2,012,680.0
   45,989.0

2,058,669.1

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

         90
         91
         83
         82
         70
         67
         64
         57
         55
         47
         14
         11
          6
          4
          4

NET

       19.7
       19.8
       19.0
       19.0
       14.5
       14.1
       13.8
       12.1
       11.9
       10.4
        1.3
        1.2
        0.2
        0.2
        0.2

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0

   31,575.1
   28,022.6
   24,149.4
   29,487.4
   22,339.9
   16,381.3
   10,099.7
-24,846.2
-26,917.3
-27,198.6
-28,645.8
-2,112.7

   52,334.7
-28,653.7
23,681.1

CAPITAL
COST

M$

   46,546.9
   37,877.0

        0.0
        0.0

    4,697.7
      571.0

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   89,692.5
        0.0

   89,692.5

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0

   31,404.6
   32,032.7
    2,459.5
    2,508.7

        0.0
        0.0

   78,666.6
   80,240.0
   77,869.5
   79,426.9
   10,426.8

  395,035.4
   80,966.3

  476,001.7

OPERATING
EXPENSE

M$

  100,569.9
   98,454.7

  101,591.0
   85,451.6
   77,166.6
   77,290.2
   76,734.6
   77,082.6
   76,098.0
   62,868.5
   17,482.9
   17,489.6
    7,349.8
    7,320.5
    7,203.5

  890,154.1
   36,656.9

  926,811.0

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

  137,279.5
  133,835.6
  159,958.3
  112,290.0
   52,012.7
   36,253.2
   44,627.3
   34,066.2
   24,572.0
   15,149.5
-37,269.3
-40,376.0
-40,797.8
-42,968.7
-3,169.1

  585,463.3
-42,980.5
542,482.7

CUM
M$

  137,279.5
  271,115.1
  431,073.4
  543,363.4
  595,376.0
  631,629.2
  676,256.5
  710,322.7
  734,894.7
  750,044.3
  712,775.0
  672,399.0
  631,601.1
  588,632.4
  585,463.3

  585,463.3
  542,482.7
  542,482.7

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

  131,681.4
  247,809.4
  374,008.7
  454,667.1
  488,177.7
  509,361.0
  533,483.1
  550,250.7
  561,256.3
  567,427.8
  554,390.0
  541,501.3
  529,813.9
  518,597.7
  517,926.0

  517,926.0
  512,874.4
  512,874.4

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

  543,272.4
  512,874.4
  475,405.1
  438,899.5
  405,824.7
  376,654.4
  351,164.8
  328,922.1
  309,466.6
  292,378.1
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019

POSSIBLE RESERVES

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

    3,063.3
    6,536.6
    5,305.5
    6,311.2
    7,510.3
    6,047.4
    4,668.0
    4,217.1
    4,226.8
    4,664.0
    5,047.9
    4,244.2
    3,944.9
    2,596.5
    1,702.0

   70,085.7
    6,708.3

   76,794.0
      293.1

   77,087.1

GAS
MMCF

   23,024.1
   52,026.1
   25,762.9
   20,722.6
   33,099.1
   29,904.9
   26,932.8
   29,001.2
   30,359.6
   35,172.7
   47,953.9
   40,719.5
   38,133.8
   20,753.4
   12,440.3

  466,006.8
   46,880.6

  512,887.4
    1,701.6

  514,589.0

OIL
MBBL

      241.6
      530.0
      475.6
      764.9
      911.1
      785.0
      477.1
      344.6
      368.8
      433.4
      553.2
      482.1
      432.8
      144.9
       43.0

    6,988.1
      169.5

    7,157.7

GAS
MMCF

    2,269.5
    4,053.9
    2,270.3
    2,087.5
    2,974.8
    2,816.4
    2,658.4
    2,770.9
    2,925.9
    3,652.9
    6,920.8
    6,211.9
    5,505.2
    1,428.3
      473.5

   49,020.3
    1,784.5

   50,804.7

NGL
MBBL

       39.7
       65.6
       52.0
       62.3

      132.9
      112.5
       88.7

      104.2
      115.2
      148.2
      194.1
      152.0
      154.0
       76.3
       13.1

    1,510.7
       49.4

    1,560.1

EQUIV
MBOE

      672.6
    1,294.5
      919.0

    1,187.1
    1,556.9
    1,383.1
    1,024.1
      926.5
      988.5

    1,211.4
    1,940.6
    1,705.2
    1,535.9
      467.4
      137.8

   16,950.6
      526.6

   17,477.2

AVERAGE PRICES
OIL

$/BBL

     60.74
     62.71
     65.89
     70.43
     72.73
     75.31
     77.69
     81.30
     84.35
     87.78
     90.98
     93.90
     96.95

    100.13
    102.88

     78.59
    110.54
     79.35

GAS
$/MCF

     4.706
     5.491
     5.785
     6.162
     6.201
     6.389
     6.563
     6.656
     6.776
     6.921
     7.172
     7.340
     7.407
     7.217
     7.766

     6.658
     8.231
     6.713

NGL
$/BBL

     27.11
     27.96
     29.37
     31.80
     34.54
     35.28
     35.97
     38.25
     39.44
     40.48
     38.64
     38.52
     42.86
     52.90
     57.92

     38.03
     62.10
     38.79

OIL
M$

   14,677.5
   33,233.1
   31,338.2
   53,867.3
   66,266.0
   59,120.9
   37,065.7
   28,014.5
   31,109.4
   38,041.1
   50,332.7
   45,272.4
   41,953.8
   14,508.3
    4,425.3

  549,226.1
   18,739.9

  567,966.0

GAS
M$

   10,680.5
   22,259.7
   13,133.6
   12,863.3
   18,447.8
   17,992.8
   17,447.5
   18,444.6
   19,827.1
   25,282.0
   49,635.1
   45,596.2
   40,776.7
   10,308.3
    3,677.4

  326,372.6
   14,687.2

  341,059.8

NGL
M$

    1,075.8
    1,833.9
    1,525.9
    1,981.0
    4,590.0
    3,968.4
    3,189.8
    3,986.2
    4,543.1
    5,999.8
    7,499.3
    5,856.8
    6,599.2
    4,035.8
      759.1

   57,444.0
    3,066.9

   60,511.0

TOTAL
M$

   26,433.7
   57,326.8
   45,997.7
   68,711.6
   89,303.7
   81,082.1
   57,703.0
   50,445.3
   55,479.6
   69,322.9

  107,467.2
   96,725.3
   89,329.6
   28,852.4
    8,861.8

  933,042.7
   36,494.0

  969,536.7

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          1
          4
          2

         15
         16
         18
         12
         14
         21
         44
         43
         47
         16
          6

NET

        0.0
        0.0
        0.4
        0.1
        4.6
        4.9
        5.1
        2.3
        2.5
        3.7

       10.8
       10.4
       11.3
        1.6
        0.2

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0

   29,689.7
   38,457.2
   39,424.4
   32,562.1
   18,132.9
    5,457.1
    5,209.8

   18,996.7
   46,273.4
   41,782.9
   38,641.9
    8,710.8
-30,862.2

  292,476.8
-59,801.0
232,675.8

CAPITAL
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0

-31,404.6
-32,032.7
-2,459.5
30,818.1
33,993.4
        0.0

-76,004.4
-77,524.4
-77,869.5
-10,222.4
85,151.3

-157,554.8
182,207.8
24,653.0

OPERATING
EXPENSE

M$

      220.0
-1,749.7
2,219.0

20,454.7
30,785.9
31,698.3
14,848.4
6,171.6
8,461.7

21,831.2
67,788.0
69,792.6
70,594.3
17,297.7
      866.0

  361,279.8
    3,788.6

  365,068.3

           

           

           

UNDISCOUNTED
PERIOD

M$

   26,213.7
   59,076.6
   14,088.9
    9,799.6

   50,498.1
   48,854.3
   27,181.2
    7,998.6
    7,814.7

   28,495.1
   69,410.1
   62,674.3
   57,962.8
   13,066.2
-46,293.3

  436,840.9
-89,701.4
347,139.5

CUM
M$

   26,213.7
   85,290.3
   99,379.2

  109,178.8
  159,676.9
  208,531.2
  235,712.4
  243,710.9
  251,525.7
  280,020.7
  349,430.9
  412,105.2
  470,068.0
  483,134.3
  436,840.9

  436,840.9
  347,139.5
  347,139.5

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

   24,658.3
   76,020.4
   87,163.3
   94,164.9

  127,423.6
  156,822.8
  171,448.6
  175,019.6
  178,190.0
  189,730.3
  214,665.2
  235,063.3
  251,997.6
  255,505.7
  244,396.8

  244,396.8
  225,618.3
  225,618.3

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

  278,856.5
  225,618.3
  185,943.2
  156,558.5
  134,573.2
  117,837.4
  104,840.8
   94,540.9
   86,218.5
   79,372.5
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESERVES AND REVENUE
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESERVES
OIL

MBBL

   34,503.6
   35,889.4
   29,925.8
   26,506.2
   24,537.9
   20,515.6
   17,571.0
   15,341.4
   13,545.6
   11,886.0
   10,072.9
    8,629.0
    7,473.9
    5,560.5
    4,032.3

  265,991.0
   14,837.3

  280,828.3
  976,359.6

1,257,187.9

GAS
MMCF

  253,840.8
  252,768.9
  221,670.8
  192,014.3
  180,604.1
  156,883.3
  141,817.4
  127,274.2
  113,360.5
   99,901.1
   87,402.3
   74,715.1
   63,797.6
   42,912.0
   30,077.8

2,039,040.1
  107,902.4

2,146,942.5
6,980,707.4
9,127,649.9

PROVED + PROBABLE + POSSIBLE (3P) RESERVES 

OIL
MBBL

    2,874.2
    2,892.1
    2,513.7
    2,295.7
    2,100.1
    1,788.4
    1,341.1
    1,081.3
      963.2
      849.8
      729.3
      635.5
      521.9
      219.8
      101.9

   20,908.0
      375.0

   21,283.0

GAS
MMCF

   26,079.3
   23,636.8
   21,001.1
   18,869.9
   17,496.4
   15,512.0
   13,990.3
   12,618.4
   11,441.7
   10,154.3
    9,033.2
    8,048.8
    6,482.0
    2,271.7
    1,144.9

  197,780.9
    4,107.2

  201,888.1

NGL
MBBL

      505.6
      548.9
      687.7
      638.8
      605.9
      495.3
      418.8
      373.2
      335.8
      297.1
      262.6
      211.8
      181.0
       99.6
       31.7

    5,693.9
      113.7

    5,807.6

EQUIV
MBOE

    7,876.2
    7,516.4
    6,822.2
    6,188.0
    5,722.6
    4,958.2
    4,172.0
    3,630.1
    3,271.7
    2,897.6
    2,549.3
    2,235.1
    1,820.5
      711.1
      331.0

   60,702.0
    1,196.8

   61,898.8

AVERAGE PRICES
OIL

$/BBL

     60.53
     62.44
     65.75
     70.26
     72.58
     75.07
     77.37
     81.07
     84.27
     87.83
     90.86
     93.77
     96.68
     99.77

    102.88

     72.88
    110.75
     73.55

GAS
$/MCF

     4.732
     5.564
     5.771
     6.135
     6.261
     6.436
     6.595
     6.719
     6.845
     6.974
     7.118
     7.283
     7.411
     7.359
     7.766

     6.189
     8.249
     6.231

NGL
$/BBL

     26.60
     28.03
     30.64
     32.82
     34.05
     34.89
     35.81
     37.49
     38.85
     40.35
     41.65
     42.25
     44.49
     53.58
     57.92

     34.76
     62.24
     35.30

SUMMARY - CERTAIN PROPERTIES
LOCATED IN OTHER NONOPERATED FIELDS 

UNITED KINGDOM SECTOR OF THE NORTH SEA

OIL
M$

  173,976.3
  180,589.7
  165,268.0
  161,283.5
  152,427.5
  134,259.7
  103,756.2
   87,664.3
   81,173.4
   74,636.8
   66,264.0
   59,592.7
   50,458.5
   21,928.5
   10,483.9

1,523,762.9
   41,527.4

1,565,290.3

GAS
M$

  123,401.8
  131,517.1
  121,207.2
  115,775.3
  109,548.2
   99,838.4
   92,262.3
   84,785.6
   78,313.3
   70,818.3
   64,301.3
   58,620.3
   48,041.3
   16,718.2
    8,891.1

1,224,039.8
   33,880.2

1,257,920.0

NGL
M$

   13,451.8
   15,387.4
   21,071.7
   20,969.4
   20,632.2
   17,280.6
   14,993.2
   13,992.9
   13,044.2
   11,985.6
   10,936.0
    8,948.6
    8,052.6
    5,338.5
    1,835.3

  197,920.1
    7,075.4

  204,995.5

TOTAL
M$

  310,830.0
  327,494.2
  307,547.0
  298,028.2
  282,607.8
  251,378.6
  211,011.7
  186,442.8
  172,531.0
  157,440.7
  141,501.3
  127,161.6
  106,552.5
   43,985.2
   21,210.3

2,945,722.8
   82,483.0

3,028,205.8

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

         90
         92
         87
         84
         85
         83
         82
         69
         69
         68
         58
         54
         53
         20
         10

NET

       19.7
       19.8
       19.4
       19.1
       19.1
       19.0
       18.9
       14.4
       14.4
       14.1
       12.1
       11.6
       11.6
        1.8
        0.4

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0

   29,689.7
   70,032.3
   67,446.9
   56,711.6
   47,620.3
   27,797.0
   21,591.1
   29,096.4
   21,427.2
   14,865.5
   11,443.3
-19,935.0
-32,975.0

  344,811.5
-88,454.6
256,356.9

CAPITAL
COST

M$

   46,546.9
   37,877.0

        0.0
        0.0

    4,697.7
      571.0

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   89,692.5
        0.0

   89,692.5

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   33,326.8
   33,993.4

        0.0
    2,662.3
    2,715.5

        0.0
   69,204.5
   95,578.1

  237,480.6
  263,174.1
  500,654.7

OPERATING
EXPENSE

M$

  100,789.9
   96,704.9

  103,810.0
  105,906.3
  107,952.5
  108,988.5
   91,583.0
   83,254.2
   84,559.8
   84,699.7
   85,270.9
   87,282.2
   77,944.2
   24,618.3
    8,069.5

1,251,433.9
   40,445.5

1,291,879.3

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

  163,493.2
  192,912.2
  174,047.2
  122,089.6
  102,510.7
   85,107.5
   71,808.4
   42,064.8
   32,386.7
   43,644.6
   32,140.9
   22,298.3
   17,165.0
-29,902.5
-49,462.4

1,022,304.2
-132,681.9
889,622.3

CUM
M$

  163,493.2
  356,405.4
  530,452.6
  652,542.2
  755,053.0
  840,160.5
  911,968.9
  954,033.7
  986,420.4

1,030,065.0
1,062,205.8
1,084,504.1
1,101,669.1
1,071,766.6
1,022,304.2

1,022,304.2
  889,622.3
  889,622.3

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

  156,339.7
  323,829.8
  461,172.0
  548,831.9
  615,601.3
  666,183.8
  704,931.7
  725,270.3
  739,446.3
  757,158.1
  769,055.2
  776,564.5
  781,811.4
  774,103.4
  762,322.9

  762,322.9
  738,492.7
  738,492.7

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

PRESENT WORTH PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CUM PW
M$

  822,128.9
  738,492.7
  661,348.3
  595,458.0
  540,397.9
  494,491.8
  456,005.5
  423,463.0
  395,685.1
  371,750.7
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CASH FLOW, COSTS, AND TAXES 



 Working Net Net Net Future Net

Interest Capital Abandonment Operating Cash Flow Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2021 993.7 0.0 2,975.5 0.0 128.9 -2,110.7 0.0 -2,110.7 -1,965.5 -1,836.2 -1,720.5 -1,616.3

12-31-2022 7,244.3 0.0 0.0 0.0 783.5 6,460.8 0.0 6,460.8 5,706.5 5,070.4 4,529.6 4,066.6

12-31-2023 7,567.0 0.0 79,670.2 0.0 779.8 -72,882.9 0.0 -72,882.9 -61,444.4 -52,215.0 -44,694.8 -38,512.3

12-31-2024 117,693.2 0.0 34,827.3 0.0 -2,902.2 85,768.1 0.0 85,768.1 67,667.9 53,975.2 43,485.0 35,354.8

12-31-2025 119,189.0 0.0 0.0 0.0 1,068.3 118,120.6 40,606.8 77,513.9 59,624.6 46,434.7 36,572.1 29,102.4

12-31-2026 61,322.2 0.0 0.0 0.0 5,423.3 55,898.9 16,769.7 39,129.2 28,591.0 21,201.9 15,935.5 12,125.4

12-31-2027 39,994.2 0.0 11,199.7 0.0 12,910.4 15,884.1 4,765.2 11,118.9 8,024.5 5,870.7 4,349.4 3,260.1

12-31-2028 102,537.9 2,255.8 11,423.7 -21,414.1 41,223.0 69,049.4 27,619.8 41,429.7 26,855.3 17,759.6 11,960.5 8,190.2

12-31-2029 18,648.0 418.9 0.0 -21,842.3 10,342.3 29,729.2 11,891.7 17,837.5 11,013.0 6,955.8 4,485.2 2,947.4

12-31-2030 0.0 0.0 0.0 29,251.8 0.0 -29,251.8 -11,700.7 -17,551.1 -10,765.7 -6,753.3 -4,323.9 -2,820.8

12-31-2031 0.0 0.0 0.0 29,836.9 0.0 -29,836.9 -11,934.8 -17,902.1 -10,458.1 -6,262.2 -3,835.1 -2,397.7

12-31-2032 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2033 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2034 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2035 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2036 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 475,189.5 2,674.7 140,096.4 15,832.3 69,757.2 246,828.9 78,017.7 168,811.2 122,849.1 90,201.7 66,742.9 49,699.9

Totals may not add because of rounding.

Future Net Cash Flow After UK Corporate Income Taxes

CASH FLOW, COSTS, AND TAXES

LOW ESTIMATE (1C) CONTINGENT RESOURCES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

UNITED KINGDOM SECTOR OF THE NORTH SEA

 

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.  
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Cash Flow Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 0.0 0.0 15,470.0 0.0 0.0 -15,470.0 0.0 -15,470.0 -15,128.0 -14,809.1 -14,510.8 -14,230.9

12-31-2021 0.0 0.0 7,699.4 0.0 0.0 -7,699.4 0.0 -7,699.4 -7,151.4 -6,665.5 -6,232.4 -5,844.3

12-31-2022 23,736.4 0.0 119,937.5 0.0 2,379.8 -98,580.9 0.0 -98,580.9 -87,576.6 -78,236.7 -70,249.4 -63,371.6

12-31-2023 55,470.5 0.0 342,491.9 0.0 4,950.0 -291,971.3 -124,116.5 -167,854.8 -142,601.3 -122,053.5 -105,179.3 -91,204.3

12-31-2024 318,441.1 0.0 234,804.1 0.0 43,574.7 40,062.3 -29,987.0 70,049.3 53,068.4 40,617.1 31,372.8 24,431.9

12-31-2025 748,241.6 0.0 335,939.6 0.0 100,573.9 311,728.1 63,309.6 248,418.5 193,109.6 151,858.6 120,684.4 96,840.1

12-31-2026 935,320.6 0.0 150,384.7 0.0 99,747.7 685,188.2 264,676.3 420,512.0 306,544.8 226,820.4 170,123.2 129,191.3

12-31-2027 635,942.2 0.0 187,687.9 840.0 60,763.3 386,651.0 142,929.9 243,721.1 169,367.7 119,741.8 85,993.8 62,648.5

12-31-2028 514,681.9 0.0 75,216.4 856.8 37,369.0 401,239.7 155,794.8 245,444.8 162,213.3 109,315.7 74,986.8 52,279.8

12-31-2029 412,235.5 0.0 0.0 16,410.1 21,308.2 374,517.1 149,806.9 224,710.3 141,681.8 91,286.8 59,988.1 40,137.6

12-31-2030 370,435.1 1,392.9 23,770.4 21,216.9 46,972.3 277,082.6 109,347.4 167,735.2 100,563.1 61,759.6 38,769.2 24,829.6

12-31-2031 370,150.2 3,344.0 0.0 -18,156.6 58,701.0 326,261.8 130,504.7 195,757.1 112,030.2 65,811.0 39,591.0 24,341.4

12-31-2032 257,052.9 1,319.4 0.0 -18,519.8 40,029.2 234,224.0 93,689.6 140,534.4 76,544.1 42,892.8 24,666.0 14,524.3

12-31-2033 67,289.3 0.0 0.0 35,795.0 4,642.3 26,852.0 10,740.8 16,111.2 9,191.5 5,340.5 3,159.7 1,902.6

12-31-2034 44.0 0.0 0.0 103,665.0 5.1 -103,626.2 -41,450.5 -62,175.7 -30,723.3 -15,689.9 -8,256.6 -4,465.8

12-31-2035 0.0 0.0 0.0 73,441.9 0.0 -73,441.9 -29,376.8 -44,065.2 -21,036.1 -10,391.6 -5,295.8 -2,776.9

12-31-2036 0.0 0.0 0.0 74,910.8 0.0 -74,910.8 -29,964.3 -44,946.5 -20,435.1 -9,635.8 -4,697.1 -2,360.4

12-31-2037 0.0 0.0 0.0 76,409.0 0.0 -76,409.0 -30,563.6 -45,845.4 -19,851.2 -8,935.1 -4,166.2 -2,006.3

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 4,709,041.2 6,056.3 1,493,401.9 366,869.1 521,016.6 2,321,697.3 835,341.3 1,486,356.0 979,811.8 649,027.1 430,747.3 284,866.4

Totals may not add because of rounding.

Future Net Cash Flow After UK Corporate Income Taxes

CASH FLOW, COSTS, AND TAXES

BEST ESTIMATE (2C) CONTINGENT RESOURCES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

UNITED KINGDOM SECTOR OF THE NORTH SEA

 

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.  
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Cash Flow Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 0.0 0.0 15,470.0 0.0 0.0 -15,470.0 0.0 -15,470.0 -15,128.0 -14,809.1 -14,510.8 -14,230.9

12-31-2021 0.0 0.0 7,699.4 0.0 0.0 -7,699.4 0.0 -7,699.4 -7,151.4 -6,665.5 -6,232.4 -5,844.3

12-31-2022 82,680.2 0.2 213,612.0 0.0 9,432.5 -140,364.4 -49,060.2 -91,304.3 -82,953.6 -75,676.0 -69,297.2 -63,676.7

12-31-2023 141,638.6 10.6 342,491.9 0.0 14,315.2 -215,178.9 -138,629.6 -76,549.4 -65,584.1 -56,560.6 -49,074.3 -42,816.8

12-31-2024 431,491.1 -856.2 257,318.7 0.0 62,267.0 112,761.6 29,022.2 83,739.4 63,872.1 49,239.0 38,324.3 30,089.3

12-31-2025 942,434.8 -3,424.3 359,622.1 0.0 133,679.4 452,557.6 158,546.6 294,010.9 228,087.4 179,034.3 142,042.5 113,803.3

12-31-2026 1,319,935.9 -2,736.5 164,073.2 0.0 113,841.5 1,044,757.8 407,648.6 637,109.3 464,102.7 343,164.6 257,216.2 195,207.0

12-31-2027 1,054,560.5 -1,107.4 187,687.9 1,045.3 80,360.7 786,573.9 302,899.1 483,674.8 335,798.7 237,181.2 170,171.9 123,856.4

12-31-2028 965,939.6 330.2 75,216.4 1,066.2 69,592.8 819,734.1 323,192.6 496,541.5 328,054.6 221,003.5 151,550.8 105,624.2

12-31-2029 794,242.4 897.2 0.0 0.0 48,561.1 744,784.1 297,913.6 446,870.4 281,710.1 181,478.7 119,237.2 79,767.9

12-31-2030 620,727.0 862.3 0.0 16,738.3 31,671.7 571,454.6 228,581.8 342,872.8 205,727.2 126,431.5 79,413.5 50,886.1

12-31-2031 521,250.6 805.7 0.0 20,437.5 27,240.8 472,766.5 189,106.6 283,659.9 162,085.2 95,078.3 57,121.0 35,075.1

12-31-2032 444,900.3 749.7 0.0 4,359.1 21,047.9 418,743.7 167,497.5 251,246.2 136,708.5 76,536.5 43,975.9 25,874.4

12-31-2033 430,156.4 2,154.1 0.0 9,199.0 60,512.7 358,290.6 143,316.2 214,974.3 111,456.4 59,590.3 32,764.9 18,482.6

12-31-2034 388,507.0 2,466.2 0.0 -62,354.4 74,256.5 374,138.6 149,655.5 224,483.2 111,336.9 57,059.8 30,129.2 16,349.5

12-31-2035 338,988.4 2,272.5 5,248.9 -67,243.2 73,213.6 325,496.6 129,870.6 195,626.0 92,462.1 45,259.0 22,871.5 11,900.1

12-31-2036 289,984.2 2,099.5 0.0 5,043.6 72,968.8 209,872.3 83,948.9 125,923.4 56,406.5 26,233.6 12,625.3 6,269.1

12-31-2037 205,695.4 501.0 0.0 0.0 28,493.7 176,700.7 70,680.3 106,020.5 45,218.7 20,069.8 9,236.9 4,394.6

12-31-2038 152,744.4 0.0 0.0 86,563.1 11,491.7 54,689.6 21,875.8 32,813.8 12,876.7 5,273.3 2,245.1 990.4

12-31-2039 101,702.9 0.0 0.0 88,294.3 7,641.0 5,767.6 2,307.0 3,460.6 1,023.4 292.1 74.0 11.8

12-31-2040 0.0 0.0 0.0 81,085.8 0.0 -81,085.8 -32,434.3 -48,651.5 -17,471.8 -6,578.4 -2,585.9 -1,057.4

12-31-2041 0.0 0.0 0.0 82,707.6 0.0 -82,707.6 -33,083.0 -49,624.5 -16,972.6 -6,100.0 -2,293.6 -898.8

12-31-2042 0.0 0.0 0.0 84,361.7 0.0 -84,361.7 -33,744.7 -50,617.0 -16,487.6 -5,656.3 -2,034.3 -764.0

12-31-2043 0.0 0.0 0.0 86,048.9 0.0 -86,048.9 -34,419.6 -51,629.4 -16,016.6 -5,245.0 -1,804.4 -649.4

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 9,227,579.8 5,024.8 1,628,440.5 437,353.0 940,588.6 6,216,173.0 2,384,691.6 3,831,481.3 2,399,161.5 1,545,634.9 1,021,167.1 688,643.5

Totals may not add because of rounding.

Future Net Cash Flow After UK Corporate Income Taxes

CASH FLOW, COSTS, AND TAXES

HIGH ESTIMATE (3C) CONTINGENT RESOURCES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

UNITED KINGDOM SECTOR OF THE NORTH SEA

 

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.  
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Cash Flow Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2021 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2022 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2023 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2024 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2025 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2026 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2027 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2028 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2029 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2030 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2031 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2032 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2033 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2034 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2035 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2036 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Totals may not add because of rounding.

Future Net Cash Flow After UK Corporate Income Taxes

CASH FLOW, COSTS, AND TAXES

LOW ESTIMATE (1C) CONTINGENT RESOURCES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

CAPTAIN AND NUTMEG-SURPRISE FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

 

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.  
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Cash Flow Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 0.0 0.0 15,470.0 0.0 0.0 -15,470.0 0.0 -15,470.0 -15,128.0 -14,809.1 -14,510.8 -14,230.9

12-31-2021 0.0 0.0 4,723.9 0.0 0.0 -4,723.9 0.0 -4,723.9 -4,397.0 -4,106.7 -3,847.5 -3,614.8

12-31-2022 0.0 0.0 33,018.4 0.0 0.0 -33,018.4 0.0 -33,018.4 -29,245.6 -26,054.1 -23,333.3 -20,997.3

12-31-2023 0.0 0.0 50,367.8 0.0 0.0 -50,367.8 -36,613.6 -13,754.2 -11,415.8 -9,552.7 -8,053.4 -6,835.9

12-31-2024 0.0 0.0 84,589.6 0.0 0.0 -84,589.6 -49,109.3 -35,480.3 -28,489.0 -23,114.4 -18,932.0 -15,641.1

12-31-2025 23,561.7 0.0 329,540.6 0.0 1,088.4 -307,067.3 -137,754.2 -169,313.2 -126,670.3 -96,042.1 -73,711.6 -57,206.6

12-31-2026 460,634.0 0.0 140,594.2 0.0 18,600.4 301,439.4 115,195.9 186,243.5 135,112.7 99,514.5 74,312.8 56,197.2

12-31-2027 415,712.9 0.0 177,701.7 0.0 18,464.0 219,547.3 80,018.3 139,529.0 96,730.4 68,237.1 48,905.5 35,561.8

12-31-2028 408,338.4 0.0 66,728.1 0.0 19,684.4 321,926.0 125,119.5 196,806.5 129,941.9 87,487.3 59,960.8 41,769.1

12-31-2029 356,125.6 0.0 0.0 0.0 17,869.8 338,255.8 135,302.3 202,953.5 127,880.0 82,341.9 54,076.7 36,160.9

12-31-2030 297,858.4 0.0 0.0 0.0 16,200.2 281,658.3 110,578.9 171,079.3 102,649.8 63,084.0 39,623.5 25,389.2

12-31-2031 252,165.6 0.0 0.0 0.0 14,962.3 237,203.4 94,881.3 142,322.0 81,323.0 47,702.7 28,657.9 17,596.7

12-31-2032 216,112.1 0.0 0.0 0.0 14,027.7 202,084.4 80,833.8 121,250.6 65,979.0 36,940.6 21,226.2 12,489.7

12-31-2033 66,380.1 0.0 0.0 0.0 4,537.8 61,842.2 24,736.9 37,105.3 19,729.9 10,800.0 6,070.5 3,496.0

12-31-2034 0.0 0.0 0.0 72,001.9 0.0 -72,001.9 -28,800.8 -43,201.1 -21,654.8 -11,206.6 -5,970.8 -3,267.0

12-31-2035 0.0 0.0 0.0 73,441.9 0.0 -73,441.9 -29,376.8 -44,065.2 -21,036.1 -10,391.6 -5,295.8 -2,776.9

12-31-2036 0.0 0.0 0.0 74,910.8 0.0 -74,910.8 -29,964.3 -44,946.5 -20,435.1 -9,635.8 -4,697.1 -2,360.4

12-31-2037 0.0 0.0 0.0 76,409.0 0.0 -76,409.0 -30,563.6 -45,845.4 -19,851.2 -8,935.1 -4,166.2 -2,006.3

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 2,496,888.9 0.0 902,734.2 296,763.6 125,434.8 1,171,956.1 424,484.4 747,471.7 461,023.6 282,259.7 170,315.6 99,723.1

Totals may not add because of rounding.

Future Net Cash Flow After UK Corporate Income Taxes

CASH FLOW, COSTS, AND TAXES

BEST ESTIMATE (2C) CONTINGENT RESOURCES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

CAPTAIN AND NUTMEG-SURPRISE FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

 

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.  
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Cash Flow Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 0.0 0.0 15,470.0 0.0 0.0 -15,470.0 0.0 -15,470.0 -15,128.0 -14,809.1 -14,510.8 -14,230.9

12-31-2021 0.0 0.0 4,723.9 0.0 0.0 -4,723.9 0.0 -4,723.9 -4,397.0 -4,106.7 -3,847.5 -3,614.8

12-31-2022 0.0 0.0 33,018.4 0.0 0.0 -33,018.4 -16,812.1 -16,206.3 -14,362.5 -12,801.4 -11,469.3 -10,324.8

12-31-2023 0.0 0.0 50,367.8 0.0 0.0 -50,367.8 -45,208.5 -5,159.4 -4,169.4 -3,393.5 -2,779.4 -2,289.2

12-31-2024 0.0 0.0 84,589.6 0.0 0.0 -84,589.6 -40,128.7 -44,460.9 -35,700.1 -28,965.1 -23,724.1 -19,600.2

12-31-2025 32,624.2 0.0 329,540.6 0.0 1,373.9 -298,290.3 -125,917.2 -172,373.2 -129,118.2 -98,017.2 -75,317.9 -58,522.9

12-31-2026 691,956.4 0.0 140,594.2 0.0 25,805.2 525,557.0 204,192.6 321,364.3 233,504.5 172,239.4 128,802.4 97,534.9

12-31-2027 646,816.5 0.0 177,701.7 0.0 25,465.5 443,649.3 170,047.2 273,602.1 189,698.0 133,821.8 95,904.3 69,728.2

12-31-2028 663,094.6 0.0 66,728.1 0.0 27,264.7 569,101.9 224,347.6 344,754.3 227,672.9 153,315.8 105,094.3 73,219.5

12-31-2029 604,250.1 0.0 0.0 0.0 25,752.1 578,498.0 231,399.2 347,098.8 218,667.0 140,776.0 92,437.7 61,803.2

12-31-2030 506,248.1 0.0 0.0 0.0 22,248.3 483,999.8 193,599.9 290,399.9 174,243.3 107,082.0 67,258.9 43,096.9

12-31-2031 429,298.1 0.0 0.0 0.0 19,987.1 409,311.1 163,724.4 245,586.6 140,324.8 82,310.1 49,447.5 30,361.4

12-31-2032 368,029.4 0.0 0.0 0.0 18,289.3 349,740.0 139,896.0 209,844.0 114,185.7 63,929.8 36,733.8 21,614.1

12-31-2033 320,226.2 0.0 0.0 0.0 16,951.0 303,275.2 121,310.1 181,965.1 94,296.0 50,391.9 27,694.9 15,616.0

12-31-2034 280,609.0 0.0 0.0 0.0 15,888.1 264,720.9 105,888.3 158,832.5 78,385.7 39,983.8 21,018.5 11,357.2

12-31-2035 245,066.9 0.0 5,248.9 0.0 15,041.2 224,776.8 89,458.4 135,318.4 63,600.2 30,966.8 15,570.5 8,062.8

12-31-2036 216,679.9 0.0 0.0 0.0 14,366.5 202,313.4 80,925.4 121,388.1 54,333.1 25,250.8 12,143.8 6,026.0

12-31-2037 188,305.3 0.0 0.0 0.0 13,657.9 174,647.4 69,858.9 104,788.4 44,677.8 19,823.2 9,120.5 4,337.9

12-31-2038 152,744.4 0.0 0.0 0.0 11,491.7 141,252.7 56,501.1 84,751.6 34,439.5 14,596.2 6,427.9 2,931.7

12-31-2039 101,702.9 0.0 0.0 0.0 7,641.0 94,062.0 37,624.8 56,437.2 21,970.2 8,937.1 3,784.0 1,662.0

12-31-2040 0.0 0.0 0.0 81,085.8 0.0 -81,085.8 -32,434.3 -48,651.5 -17,471.8 -6,578.4 -2,585.9 -1,057.4

12-31-2041 0.0 0.0 0.0 82,707.6 0.0 -82,707.6 -33,083.0 -49,624.5 -16,972.6 -6,100.0 -2,293.6 -898.8

12-31-2042 0.0 0.0 0.0 84,361.7 0.0 -84,361.7 -33,744.7 -50,617.0 -16,487.6 -5,656.3 -2,034.3 -764.0

12-31-2043 0.0 0.0 0.0 86,048.9 0.0 -86,048.9 -34,419.6 -51,629.4 -16,016.6 -5,245.0 -1,804.4 -649.4

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 5,447,652.0 0.0 907,983.1 334,204.1 261,223.5 3,944,241.3 1,527,026.0 2,417,215.3 1,420,174.8 857,752.2 531,071.6 335,399.4

Totals may not add because of rounding.

Future Net Cash Flow After UK Corporate Income Taxes

CASH FLOW, COSTS, AND TAXES

HIGH ESTIMATE (3C) CONTINGENT RESOURCES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

CAPTAIN AND NUTMEG-SURPRISE FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

 

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.  
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Cash Flow Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2021 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2022 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2023 0.0 0.0 79,670.2 0.0 0.0 -79,670.2 0.0 -79,670.2 -67,184.1 -57,107.7 -48,895.9 -42,143.6

12-31-2024 112,465.6 0.0 34,827.3 0.0 -3,461.6 81,099.9 0.0 81,099.9 63,915.6 50,927.8 40,986.6 33,288.8

12-31-2025 115,029.2 0.0 0.0 0.0 610.1 114,419.1 31,739.4 82,679.8 63,572.0 49,489.6 38,963.8 30,994.7

12-31-2026 57,954.6 0.0 0.0 0.0 5,034.6 52,920.0 15,876.0 37,044.0 27,070.2 20,076.2 15,090.8 11,483.8

12-31-2027 37,214.5 0.0 11,199.7 0.0 12,569.0 13,445.8 4,033.7 9,412.1 6,838.9 5,033.0 3,748.2 2,822.4

12-31-2028 101,133.3 2,255.8 11,423.7 -21,414.1 41,038.6 67,829.2 27,131.7 40,697.5 26,363.2 17,422.7 11,725.9 8,024.4

12-31-2029 18,648.0 418.9 0.0 -21,842.3 10,342.3 29,729.2 11,891.7 17,837.5 11,013.0 6,955.8 4,485.2 2,947.4

12-31-2030 0.0 0.0 0.0 29,251.8 0.0 -29,251.8 -11,700.7 -17,551.1 -10,765.7 -6,753.3 -4,323.9 -2,820.8

12-31-2031 0.0 0.0 0.0 29,836.9 0.0 -29,836.9 -11,934.8 -17,902.1 -10,458.1 -6,262.2 -3,835.1 -2,397.7

12-31-2032 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2033 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2034 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2035 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2036 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 442,445.3 2,674.7 137,120.8 15,832.3 66,133.1 220,684.3 67,037.0 153,647.4 110,365.2 79,781.9 57,945.5 42,199.4

Totals may not add because of rounding.

Future Net Cash Flow After UK Corporate Income Taxes

CASH FLOW, COSTS, AND TAXES

LOW ESTIMATE (1C) CONTINGENT RESOURCES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

GREATER STELLA AREA FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

 

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.  
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Cash Flow Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2021 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2022 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2023 0.0 0.0 292,124.0 0.0 0.0 -292,124.0 -52,101.0 -240,023.0 -203,628.7 -174,077.6 -149,854.5 -129,826.3

12-31-2024 263,495.1 0.0 150,214.5 0.0 38,508.9 74,771.7 15,791.1 58,980.6 44,173.0 33,393.8 25,451.8 19,536.3

12-31-2025 674,248.0 0.0 0.0 0.0 94,968.3 579,279.6 195,748.8 383,530.8 293,546.9 227,525.8 178,389.6 141,340.5

12-31-2026 436,115.8 0.0 0.0 0.0 77,854.0 358,261.7 140,191.3 218,070.4 159,580.4 118,506.5 89,189.4 67,951.0

12-31-2027 192,589.1 0.0 0.0 0.0 40,478.8 152,110.3 58,070.6 94,039.7 65,619.1 46,568.3 33,560.9 24,529.6

12-31-2028 74,719.6 0.0 0.0 0.0 15,484.9 59,234.7 23,133.1 36,101.6 24,035.5 16,310.1 11,261.7 7,900.3

12-31-2029 32,239.1 0.0 0.0 15,536.2 1,481.5 15,221.4 6,088.5 9,132.8 5,820.5 3,789.1 2,514.8 1,698.8

12-31-2030 67,447.4 1,392.9 23,770.4 15,846.9 30,290.1 -3,852.9 -1,520.2 -2,332.7 -1,563.0 -1,051.4 -712.2 -486.6

12-31-2031 116,969.3 3,344.0 0.0 -22,724.8 43,630.0 92,720.1 37,088.1 55,632.1 31,923.7 18,800.2 11,336.3 6,985.0

12-31-2032 39,983.1 1,319.4 0.0 -23,179.3 25,895.1 35,947.8 14,379.1 21,568.7 11,770.7 6,607.1 3,805.1 2,243.5

12-31-2033 0.0 0.0 0.0 31,042.3 0.0 -31,042.3 -12,416.9 -18,625.4 -9,347.5 -4,841.7 -2,581.1 -1,412.6

12-31-2034 0.0 0.0 0.0 31,663.1 0.0 -31,663.1 -12,665.3 -18,997.9 -9,080.4 -4,489.6 -2,289.3 -1,200.7

12-31-2035 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2036 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 1,897,806.4 6,056.3 466,108.9 48,184.5 368,591.7 1,008,865.0 411,787.4 597,077.6 412,850.1 287,040.5 200,072.4 139,258.6

Totals may not add because of rounding.

Future Net Cash Flow After UK Corporate Income Taxes

CASH FLOW, COSTS, AND TAXES

BEST ESTIMATE (2C) CONTINGENT RESOURCES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

GREATER STELLA AREA FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

 

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.  
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Cash Flow Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2021 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2022 6.5 0.2 0.0 0.0 0.8 5.4 -7,365.0 7,370.5 6,524.7 5,809.9 5,201.0 4,678.6

12-31-2023 320.5 10.6 292,124.0 0.0 39.7 -291,853.8 -102,775.3 -189,078.5 -160,680.2 -137,574.5 -118,599.2 -102,882.9

12-31-2024 309,047.4 -856.2 150,214.5 0.0 49,235.5 110,453.6 40,774.8 69,678.8 52,343.8 39,700.0 30,365.2 23,397.4

12-31-2025 754,865.7 -3,424.3 23,682.5 0.0 114,530.4 620,077.1 238,216.2 381,860.9 292,503.0 226,892.5 178,026.7 141,155.7

12-31-2026 499,472.6 -2,736.5 13,688.5 0.0 75,557.0 412,963.6 162,489.8 250,473.8 182,955.2 135,630.1 101,910.9 77,524.2

12-31-2027 314,470.5 -1,107.4 0.0 0.0 45,344.5 270,233.3 105,309.5 164,923.8 114,789.0 81,267.3 58,434.4 42,616.8

12-31-2028 214,717.4 330.2 0.0 0.0 33,191.6 181,195.7 71,660.4 109,535.4 72,503.8 48,930.9 33,610.1 23,462.0

12-31-2029 136,416.6 897.2 0.0 0.0 16,488.3 119,031.2 47,612.5 71,418.7 45,113.5 29,117.9 19,166.3 12,844.3

12-31-2030 93,992.4 862.3 0.0 15,846.9 7,539.9 69,743.2 27,897.3 41,845.9 25,103.2 15,425.5 9,688.4 6,208.0

12-31-2031 76,813.4 805.7 0.0 16,163.9 5,617.3 54,226.5 21,690.6 32,535.9 18,582.1 10,895.9 6,544.1 4,017.5

12-31-2032 64,515.9 749.7 0.0 0.0 1,199.3 62,566.9 25,026.7 37,540.1 20,407.5 11,415.1 6,553.3 3,852.7

12-31-2033 99,823.0 2,154.1 0.0 0.0 42,119.8 55,549.1 22,219.7 33,329.5 17,278.4 9,237.1 5,078.4 2,864.5

12-31-2034 98,862.5 2,466.2 0.0 -70,772.5 56,938.7 110,230.1 44,092.0 66,138.1 33,137.1 17,144.3 9,133.3 4,997.5

12-31-2035 87,896.7 2,272.5 0.0 -72,187.9 57,121.0 100,691.1 40,232.8 60,458.3 28,883.6 14,280.1 7,284.1 3,823.3

12-31-2036 73,304.4 2,099.5 0.0 0.0 58,602.4 12,602.4 5,041.0 7,561.5 3,394.4 1,581.9 762.8 379.5

12-31-2037 17,390.1 501.0 0.0 0.0 14,835.7 2,053.4 821.4 1,232.0 540.9 246.6 116.4 56.7

12-31-2038 0.0 0.0 0.0 86,563.1 0.0 -86,563.1 -34,625.2 -51,937.8 -21,562.8 -9,323.0 -4,182.8 -1,941.3

12-31-2039 0.0 0.0 0.0 88,294.3 0.0 -88,294.3 -35,317.7 -52,976.6 -20,946.8 -8,644.9 -3,710.0 -1,650.1

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 2,841,915.6 5,024.8 479,709.6 63,907.8 578,362.0 1,714,911.4 673,001.3 1,041,910.2 710,870.3 492,032.6 345,383.2 245,404.2

Totals may not add because of rounding.

Future Net Cash Flow After UK Corporate Income Taxes

CASH FLOW, COSTS, AND TAXES

HIGH ESTIMATE (3C) CONTINGENT RESOURCES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

GREATER STELLA AREA FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

 

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.  
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Cash Flow Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2021 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2022 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2023 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2024 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2025 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2026 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2027 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2028 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2029 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2030 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2031 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2032 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2033 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2034 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2035 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2036 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Totals may not add because of rounding.

Future Net Cash Flow After UK Corporate Income Taxes

CASH FLOW, COSTS, AND TAXES

LOW ESTIMATE (1C) CONTINGENT RESOURCES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

OTHER OPERATED FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

 

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.  
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Cash Flow Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2021 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2022 22,359.2 0.0 64,244.7 0.0 2,277.4 -44,162.9 0.0 -44,162.9 -39,650.8 -35,771.6 -32,414.2 -29,491.0

12-31-2023 40,174.4 0.0 0.0 0.0 4,053.5 36,120.9 -20,623.4 56,744.4 47,869.4 40,710.8 34,878.9 30,084.2

12-31-2024 33,252.4 0.0 0.0 0.0 3,499.4 29,753.0 1,305.0 28,448.0 22,863.2 18,566.0 15,219.2 12,583.7

12-31-2025 30,892.1 0.0 6,399.0 0.0 3,213.4 21,279.8 2,310.6 18,969.2 14,523.1 11,260.4 8,831.8 7,000.2

12-31-2026 30,058.8 0.0 9,790.5 0.0 2,589.0 17,679.3 6,652.3 11,027.0 8,078.8 6,005.5 4,523.8 3,449.2

12-31-2027 20,884.2 0.0 9,986.3 840.0 1,201.2 8,856.7 3,167.9 5,688.9 3,917.6 2,745.3 1,954.6 1,412.0

12-31-2028 26,158.7 0.0 8,488.3 856.8 1,636.8 15,176.8 5,913.2 9,263.6 6,070.5 4,057.6 2,761.5 1,910.7

12-31-2029 20,551.2 0.0 0.0 873.9 1,594.4 18,082.9 7,233.2 10,849.7 6,854.1 4,424.2 2,912.4 1,951.9

12-31-2030 4,045.0 0.0 0.0 891.4 370.3 2,783.3 1,278.0 1,505.3 945.9 606.5 396.1 263.2

12-31-2031 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2032 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2033 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2034 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2035 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2036 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 228,375.9 0.0 98,908.7 3,462.1 20,435.3 105,569.8 7,236.6 98,333.2 71,471.6 52,604.8 39,064.1 29,164.2

Totals may not add because of rounding.

Future Net Cash Flow After UK Corporate Income Taxes

CASH FLOW, COSTS, AND TAXES

BEST ESTIMATE (2C) CONTINGENT RESOURCES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

OTHER OPERATED FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

 

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.  
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Cash Flow Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2021 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2022 81,071.5 0.0 157,919.2 0.0 9,315.6 -86,163.3 -16,624.6 -69,538.7 -63,931.0 -58,945.5 -54,498.1 -50,517.1

12-31-2023 121,728.6 0.0 0.0 0.0 13,321.3 108,407.2 15,799.8 92,607.4 78,126.8 66,446.1 56,929.6 49,105.5

12-31-2024 102,291.2 0.0 0.0 0.0 11,559.5 90,731.7 31,632.6 59,099.0 47,525.7 38,615.4 31,671.8 26,200.8

12-31-2025 87,101.9 0.0 6,399.0 0.0 9,985.0 70,717.9 24,703.9 46,014.0 35,233.8 27,321.6 21,431.0 16,987.8

12-31-2026 85,603.2 0.0 9,790.5 0.0 9,312.3 66,500.5 25,760.7 40,739.7 29,664.3 21,924.8 16,426.4 12,461.0

12-31-2027 82,830.6 0.0 9,986.3 0.0 8,803.1 64,041.2 24,583.3 39,458.0 27,364.3 19,306.6 13,836.6 10,059.5

12-31-2028 79,719.9 0.0 8,488.3 0.0 8,465.5 62,766.1 24,717.3 38,048.8 25,103.3 16,889.0 11,566.5 8,051.3

12-31-2029 46,686.0 0.0 0.0 0.0 5,703.4 40,982.6 16,393.0 24,589.6 15,558.1 10,057.6 6,630.2 4,449.7

12-31-2030 16,484.8 0.0 0.0 891.4 1,489.9 14,103.5 5,641.4 8,462.1 5,073.4 3,115.5 1,955.5 1,252.1

12-31-2031 12,738.3 0.0 0.0 4,273.7 1,399.5 7,065.0 2,826.0 4,239.0 2,436.2 1,436.9 867.7 535.5

12-31-2032 10,505.9 0.0 0.0 4,359.1 1,354.2 4,792.5 1,917.0 2,875.5 1,577.0 889.6 514.8 305.0

12-31-2033 9,076.3 0.0 0.0 4,446.3 1,331.1 3,298.8 1,319.5 1,979.3 1,037.1 560.1 310.9 177.0

12-31-2034 8,056.9 0.0 0.0 3,570.4 1,321.1 3,165.5 1,266.2 1,899.3 956.5 497.3 266.1 146.3

12-31-2035 5,503.4 0.0 0.0 0.0 991.8 4,511.7 1,834.0 2,677.7 1,270.7 624.3 316.6 165.2

12-31-2036 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 749,398.3 0.0 192,583.2 17,540.9 84,353.4 454,920.9 161,770.2 293,150.7 206,996.2 148,739.1 108,225.6 79,379.4

Totals may not add because of rounding.

Future Net Cash Flow After UK Corporate Income Taxes

CASH FLOW, COSTS, AND TAXES

HIGH ESTIMATE (3C) CONTINGENT RESOURCES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

OTHER OPERATED FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

 

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.  
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Cash Flow Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2021 993.7 0.0 2,975.5 0.0 128.9 -2,110.7 0.0 -2,110.7 -1,965.5 -1,836.2 -1,720.5 -1,616.3

12-31-2022 7,244.3 0.0 0.0 0.0 783.5 6,460.8 0.0 6,460.8 5,706.5 5,070.4 4,529.6 4,066.6

12-31-2023 7,567.0 0.0 0.0 0.0 779.8 6,787.2 0.0 6,787.2 5,739.7 4,892.7 4,201.1 3,631.3

12-31-2024 5,227.5 0.0 0.0 0.0 559.4 4,668.2 0.0 4,668.2 3,752.3 3,047.5 2,498.5 2,066.1

12-31-2025 4,159.7 0.0 0.0 0.0 458.2 3,701.5 8,867.4 -5,165.9 -3,947.4 -3,054.9 -2,391.7 -1,892.4

12-31-2026 3,367.6 0.0 0.0 0.0 388.7 2,978.9 893.7 2,085.2 1,520.8 1,125.7 844.7 641.7

12-31-2027 2,779.7 0.0 0.0 0.0 341.4 2,438.3 731.5 1,706.8 1,185.5 837.7 601.2 437.7

12-31-2028 1,404.7 0.0 0.0 0.0 184.4 1,220.2 488.1 732.2 492.1 336.9 234.6 165.8

12-31-2029 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2030 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2031 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2032 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2033 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2034 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2035 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2036 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 32,744.3 0.0 2,975.5 0.0 3,624.2 26,144.6 10,980.7 15,163.9 12,483.9 10,419.7 8,797.4 7,500.5

Totals may not add because of rounding.

Future Net Cash Flow After UK Corporate Income Taxes

CASH FLOW, COSTS, AND TAXES

LOW ESTIMATE (1C) CONTINGENT RESOURCES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

OTHER NONOPERATED FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

 

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.  
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Cash Flow Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2021 0.0 0.0 2,975.5 0.0 0.0 -2,975.5 0.0 -2,975.5 -2,754.3 -2,558.8 -2,384.9 -2,229.5

12-31-2022 1,377.3 0.0 22,674.5 0.0 102.4 -21,399.6 0.0 -21,399.6 -18,680.2 -16,411.1 -14,501.9 -12,883.3

12-31-2023 15,296.1 0.0 0.0 0.0 896.5 14,399.6 -14,778.4 29,178.0 24,573.8 20,866.0 17,849.8 15,373.7

12-31-2024 21,693.6 0.0 0.0 0.0 1,566.4 20,127.2 2,026.2 18,101.0 14,521.3 11,771.7 9,633.8 7,953.0

12-31-2025 19,539.8 0.0 0.0 0.0 1,303.7 18,236.1 3,004.3 15,231.7 11,710.0 9,114.5 7,174.6 5,706.1

12-31-2026 8,512.0 0.0 0.0 0.0 704.3 7,807.8 2,636.7 5,171.1 3,772.9 2,794.0 2,097.2 1,593.8

12-31-2027 6,756.0 0.0 0.0 0.0 619.3 6,136.7 1,673.2 4,463.5 3,100.7 2,191.2 1,572.8 1,145.2

12-31-2028 5,465.2 0.0 0.0 0.0 563.0 4,902.2 1,629.1 3,273.2 2,165.5 1,460.7 1,002.9 699.8

12-31-2029 3,319.6 0.0 0.0 0.0 362.6 2,957.1 1,182.8 1,774.2 1,127.3 731.6 484.1 326.0

12-31-2030 1,084.3 0.0 0.0 4,478.6 111.8 -3,506.1 -989.4 -2,516.7 -1,469.5 -879.4 -538.2 -336.2

12-31-2031 1,015.2 0.0 0.0 4,568.1 108.8 -3,661.7 -1,464.7 -2,197.0 -1,216.4 -691.8 -403.2 -240.3

12-31-2032 957.7 0.0 0.0 4,659.5 106.5 -3,808.2 -1,523.3 -2,284.9 -1,205.6 -654.9 -365.3 -208.8

12-31-2033 909.2 0.0 0.0 4,752.7 104.5 -3,947.9 -1,579.2 -2,368.8 -1,190.9 -617.8 -329.8 -180.7

12-31-2034 44.0 0.0 0.0 0.0 5.1 38.9 15.6 23.3 11.9 6.3 3.4 1.9

12-31-2035 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2036 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 85,970.0 0.0 25,650.0 18,458.9 6,554.8 35,306.4 -8,167.1 43,473.5 34,466.4 27,122.1 21,295.2 16,720.5

Totals may not add because of rounding.

Future Net Cash Flow After UK Corporate Income Taxes

CASH FLOW, COSTS, AND TAXES

BEST ESTIMATE (2C) CONTINGENT RESOURCES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

OTHER NONOPERATED FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

 

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.  
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 Working Net Net Net Future Net

Interest Capital Abandonment Operating Cash Flow Before Income Discounted Discounted Discounted Discounted Discounted

Period Revenue Royalties
(2)

Costs
(2)

Costs Expenses Income Taxes Taxes at 0% at 5% at 10% at 15% at 20%

Ending  (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$) (M$)

12-31-2020 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2021 0.0 0.0 2,975.5 0.0 0.0 -2,975.5 0.0 -2,975.5 -2,754.3 -2,558.8 -2,384.9 -2,229.5

12-31-2022 1,602.3 0.0 22,674.5 0.0 116.0 -21,188.2 -8,258.4 -12,929.7 -11,184.8 -9,738.9 -8,530.8 -7,513.5

12-31-2023 19,589.5 0.0 0.0 0.0 954.1 18,635.4 -6,445.6 25,081.0 21,138.7 17,961.2 15,374.7 13,249.8

12-31-2024 20,152.5 0.0 22,514.6 0.0 1,472.0 -3,834.1 -3,256.6 -577.5 -297.4 -111.3 11.4 91.2

12-31-2025 67,843.0 0.0 0.0 0.0 7,790.1 60,052.9 21,543.7 38,509.2 29,468.8 22,837.3 17,902.8 14,182.7

12-31-2026 42,903.8 0.0 0.0 0.0 3,167.0 39,736.8 15,205.4 24,531.4 17,978.7 13,370.3 10,076.4 7,687.0

12-31-2027 10,443.0 0.0 0.0 1,045.3 747.6 8,650.1 2,959.2 5,691.0 3,947.3 2,785.5 1,996.7 1,451.9

12-31-2028 8,407.7 0.0 0.0 1,066.2 671.0 6,670.4 2,467.3 4,203.1 2,774.7 1,867.8 1,279.9 891.5

12-31-2029 6,889.6 0.0 0.0 0.0 617.4 6,272.3 2,508.9 3,763.3 2,371.5 1,527.2 1,003.0 670.8

12-31-2030 4,001.8 0.0 0.0 0.0 393.6 3,608.2 1,443.3 2,164.9 1,307.4 808.4 510.7 329.1

12-31-2031 2,400.9 0.0 0.0 0.0 236.9 2,163.9 865.6 1,298.4 742.1 435.5 261.7 160.7

12-31-2032 1,849.2 0.0 0.0 0.0 205.0 1,644.2 657.7 986.5 538.2 302.1 174.0 102.6

12-31-2033 1,030.8 0.0 0.0 4,752.7 110.8 -3,832.6 -1,533.1 -2,299.6 -1,155.1 -598.7 -319.3 -174.8

12-31-2034 978.6 0.0 0.0 4,847.7 108.6 -3,977.8 -1,591.1 -2,386.7 -1,142.4 -565.5 -288.6 -151.5

12-31-2035 521.3 0.0 0.0 4,944.7 59.6 -4,483.0 -1,654.6 -2,828.4 -1,292.5 -612.2 -299.7 -151.1

12-31-2036 0.0 0.0 0.0 5,043.6 0.0 -5,043.6 -2,017.4 -3,026.2 -1,321.0 -599.1 -281.3 -136.4

12-31-2037 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2038 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2039 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2040 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2041 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2042 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2043 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2044 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2045 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

12-31-2046 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 188,613.9 0.0 48,164.6 21,700.2 16,649.7 102,099.3 22,894.2 79,205.2 61,120.2 47,110.9 36,486.8 28,460.5

Totals may not add because of rounding.

Future Net Cash Flow After UK Corporate Income Taxes

CASH FLOW, COSTS, AND TAXES

HIGH ESTIMATE (3C) CONTINGENT RESOURCES

ITHACA ENERGY (UK) LIMITED INTEREST

AS OF DECEMBER 31, 2019

OTHER NONOPERATED FIELDS, UNITED KINGDOM SECTOR OF THE NORTH SEA

 

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions.  
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESOURCES AND CASH FLOW
AS OF DECEMBER 31, 2019 SUMMARY - CERTAIN PROPERTIES LOCATED IN 

THE UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESOURCES
OIL

MBBL

        0.0
       91.6

      609.1
      603.6

    2,582.9
    2,054.8
      819.0
      441.0
      935.2
      129.9

        0.0
        0.0
        0.0
        0.0
        0.0

    8,267.0
        0.0

    8,267.0
        0.0

    8,267.0

GAS
MMCF

        0.0
    1,057.6
    7,575.1
    7,328.7

   11,162.4
   14,563.7
   11,401.1
    8,941.9
    9,193.0
    1,513.8

        0.0
        0.0
        0.0
        0.0
        0.0

   72,737.2
        0.0

   72,737.2
        0.0

   72,737.2

LOW ESTIMATE (1C) CONTINGENT RESOURCES 

OIL
MBBL

        0.0
        6.8

       45.6
       45.2

    1,198.9
      938.7
      285.0
       98.6

      746.9
      127.7

        0.0
        0.0
        0.0
        0.0
        0.0

    3,493.3
        0.0

    3,493.3

GAS
MMCF

        0.0
       65.7

      470.3
      455.0

    3,474.5
    5,645.2
    4,543.4
    3,642.2
    4,155.7
      787.6

        0.0
        0.0
        0.0
        0.0
        0.0

   23,239.5
        0.0

   23,239.5

NGL
MBBL

        0.0
        7.8

       55.7
       53.9

      154.8
      231.1
      184.2
      146.5
      183.5
       30.1
        0.0
        0.0
        0.0
        0.0
        0.0

    1,047.6
        0.0

    1,047.6

EQUIV
MBOE

        0.0
       25.9

      182.3
      177.5

    1,952.7
    2,143.0
    1,252.5
      873.0

    1,647.0
      293.6

        0.0
        0.0
        0.0
        0.0
        0.0

    8,547.7
        0.0

    8,547.7

AVERAGE PRICES
OIL

$/BBL

      0.00
     61.26
     64.56
     69.07
     74.39
     76.82
     79.02
     82.38
     83.57
     86.95
      0.00
      0.00
      0.00
      0.00
      0.00

     77.85
      0.00

     77.85

GAS
$/MCF

     0.000
     5.027
     5.238
     5.598
     6.369
     6.568
     6.727
     6.861
     6.954
     7.098
     0.000
     0.000
     0.000
     0.000
     0.000

     6.652
     0.000
     6.652

NGL
$/BBL

      0.00
     31.38
     33.03
     35.29
     41.21
     43.28
     44.73
     46.98
     48.85
     51.05
      0.00
      0.00
      0.00
      0.00
      0.00

     43.90
      0.00

     43.90

OIL
M$

        0.0
      419.6

    2,941.2
    3,118.5

   89,185.8
   72,109.9
   22,517.8
    8,123.9

   62,419.3
   11,099.2

        0.0
        0.0
        0.0
        0.0
        0.0

  271,935.2
        0.0

  271,935.2

GAS
M$

        0.0
      330.1

    2,463.4
    2,547.1

   22,128.1
   37,078.6
   30,565.2
   24,988.8
   28,898.1
    5,590.7

        0.0
        0.0
        0.0
        0.0
        0.0

  154,590.0
        0.0

  154,590.0

NGL
M$

        0.0
      244.0

    1,839.7
    1,901.4
    6,379.2

   10,000.5
    8,239.2
    6,881.5
    8,964.7
    1,539.2

        0.0
        0.0
        0.0
        0.0
        0.0

   45,989.6
        0.0

   45,989.6

TOTAL
M$

        0.0
      993.7

    7,244.3
    7,567.0

  117,693.2
  119,189.0
   61,322.2
   39,994.2

  100,282.1
   18,229.1

        0.0
        0.0
        0.0
        0.0
        0.0

  472,514.8
        0.0

  472,514.8

PERIOD
ENDING
M-D-Y

 12-31-2020
 12-31-2021
 12-31-2022
 12-31-2023
 12-31-2024
 12-31-2025
 12-31-2026
 12-31-2027
 12-31-2028
 12-31-2029
 12-31-2030
 12-31-2031
 12-31-2032
 12-31-2033
 12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          1
          1
          1
          3
          3
          3
          3
          5
          3
          0
          0
          0
          0
          0

NET

        0.0
        0.1
        0.1
        0.1
        1.2
        1.2
        1.2
        1.2
        1.9
        2.1
        0.0
        0.0
        0.0
        0.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0
        0.0
        0.0

   40,606.8
   16,769.7
    4,765.2

   27,619.8
   11,891.7
-11,700.7
-11,934.8

        0.0
        0.0
        0.0

   78,017.7
        0.0

   78,017.7

CAPITAL
COST

M$

        0.0
    2,975.5

        0.0
   79,670.2
   34,827.3

        0.0
        0.0

   11,199.7
   11,423.7

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  140,096.4
        0.0

  140,096.4

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

-21,414.1
-21,842.3
29,251.8
29,836.9
        0.0
        0.0
        0.0

   15,832.3
        0.0

   15,832.3

OPERATING
EXPENSE

M$

        0.0
      128.9
      783.5
      779.8
-2,902.2
1,068.3
5,423.3

12,910.4
41,223.0
10,342.3
        0.0
        0.0
        0.0
        0.0
        0.0

   69,757.2
        0.0

   69,757.2

           

           
           
           
           

           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

        0.0
-2,110.7
6,460.8

-72,882.9
85,768.1
77,513.9
39,129.2
11,118.9
41,429.7
17,837.5

-17,551.1
-17,902.1

        0.0
        0.0
        0.0

  168,811.2
        0.0

  168,811.2

CUM
M$

        0.0
-2,110.7
4,350.2

-68,532.8
17,235.3
94,749.2

133,878.4
144,997.3
186,427.0
204,264.5
186,713.4
168,811.2
168,811.2
168,811.2
168,811.2

168,811.2
168,811.2
168,811.2

DISC AT 10.000%

           

CUM
M$

        0.0
-1,836.2
3,234.1

-48,980.9
4,994.4

51,429.1
72,631.0
78,501.7
96,261.3

103,217.1
96,463.8
90,201.7
90,201.7
90,201.7
90,201.7

90,201.7
90,201.7
90,201.7

           

DISCOUNTED CASH FLOW PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CASH FLOW
M$

  122,849.1
   90,201.7
   66,742.9
   49,699.9
   37,189.7
   27,919.2
   20,990.0
   15,770.6
   11,812.1
    8,791.9

Page 1
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESOURCES AND CASH FLOW
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESOURCES
OIL

MBBL

        0.0
        0.0

      770.4
    2,361.0
    5,590.1

   10,410.0
   11,768.8
    8,581.1
    7,672.2
    6,026.3
    4,480.6
    4,119.6
    3,006.3
      912.1

        8.8

   65,707.1
        0.0

   65,707.1
        0.0

   65,707.1

GAS
MMCF

        0.0
        0.0

    5,729.9
   12,819.7
   31,260.5
   50,974.4
   42,207.0
   25,147.8
   14,674.0
    9,237.0
    7,844.0
    6,600.3
    2,269.5
    1,350.8

       58.9

  210,173.7
        0.0

  210,173.7
        0.0

  210,173.7

BEST ESTIMATE (2C) CONTINGENT RESOURCES 

OIL
MBBL

        0.0
        0.0

      188.7
      467.7

    2,869.2
    6,576.7
    9,006.5
    6,234.2
    5,391.8
    4,350.4
    3,743.2
    3,626.6
    2,584.5
      662.9

        0.2

   45,702.7
        0.0

   45,702.7

GAS
MMCF

        0.0
        0.0

    1,533.9
    2,817.7

   13,853.7
   31,503.8
   29,094.8
   15,503.8
    6,845.7
    3,211.0
    3,062.5
    2,893.5
      604.1
       62.5
        2.2

  110,989.4
        0.0

  110,989.4

NGL
MBBL

        0.0
        0.0

       33.1
       79.8

      179.3
      330.4
      277.3
      201.5
      157.6
      121.2
      115.5
      107.9
       20.7
        1.3
        0.1

    1,625.8
        0.0

    1,625.8

EQUIV
MBOE

        0.0
        0.0

      486.3
    1,033.4
    5,437.1

   12,338.8
   14,300.2
    9,108.8
    6,729.7
    5,025.2
    4,386.7
    4,233.4
    2,709.4
      675.0

        0.7

   66,464.5
        0.0

   66,464.5

AVERAGE PRICES
OIL

$/BBL

      0.00
      0.00

     72.09
     75.04
     73.81
     75.97
     77.90
     81.47
     84.60
     88.15
     91.10
     93.74
     96.86

    100.77
    102.88

     83.31
      0.00

     83.31

GAS
$/MCF

     0.000
     0.000
     5.766
     6.130
     7.187
     7.445
     7.607
     7.647
     7.429
     7.025
     7.163
     7.270
     7.069
     6.716
     7.766

     7.399
     0.000
     7.399

NGL
$/BBL

      0.00
      0.00

     38.88
     38.82
     39.56
     42.61
     44.84
     46.97
     48.84
     51.08
     52.85
     54.05
     54.66
     55.80
     57.92

     45.82
      0.00

     45.82

OIL
M$

        0.0
        0.0

   13,603.1
   35,100.2

  211,775.2
  499,629.1
  701,563.8
  507,920.7
  456,130.7
  383,488.8
  341,002.9
  339,941.8
  250,332.5
   66,795.6

       23.0

3,807,307.5
        0.0

3,807,307.5

GAS
M$

        0.0
        0.0

    8,845.4
   17,271.7
   99,571.5

  234,532.0
  221,321.6
  118,555.0
   50,855.0
   22,557.7
   21,935.6
   21,034.7
    4,270.9
      419.8
       17.4

  821,188.3
        0.0

  821,188.3

NGL
M$

        0.0
        0.0

    1,287.9
    3,098.6
    7,094.4

   14,080.4
   12,435.2
    9,466.4
    7,696.2
    6,189.0
    6,103.7
    5,829.7
    1,130.1

       73.9
        3.6

   74,489.1
        0.0

   74,489.1

TOTAL
M$

        0.0
        0.0

   23,736.4
   55,470.5

  318,441.1
  748,241.6
  935,320.6
  635,942.2
  514,681.9
  412,235.5
  369,042.2
  366,806.2
  255,733.5
   67,289.3

       44.0

4,702,984.9
        0.0

4,702,984.9

PERIOD
ENDING
M-D-Y

 12-31-2020
 12-31-2021
 12-31-2022
 12-31-2023
 12-31-2024
 12-31-2025
 12-31-2026
 12-31-2027
 12-31-2028
 12-31-2029
 12-31-2030
 12-31-2031
 12-31-2032
 12-31-2033
 12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          1
          3
          4
          8

         11
         20
         24
         28
         25
         24
         17
         15
         14
          1

NET

        0.0
        0.1
        0.6
        0.8
        3.9
        5.8

       12.7
       15.2
       17.4
       14.4
       15.1
       13.5
       12.4
       11.4
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0

 -124,116.5
-29,987.0
63,309.6

264,676.3
142,929.9
155,794.8
149,806.9
109,347.4
130,504.7

93,689.6
10,740.8

-41,450.5

  925,246.0
-89,904.7
835,341.3

CAPITAL
COST

M$

   15,470.0
    7,699.4

  119,937.5
  342,491.9
  234,804.1
  335,939.6
  150,384.7
  187,687.9
   75,216.4

        0.0
   23,770.4

        0.0
        0.0
        0.0
        0.0

1,493,401.9
        0.0

1,493,401.9

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

      840.0
      856.8

   16,410.1
   21,216.9
-18,156.6
-18,519.8
35,795.0

103,665.0

142,107.4
224,761.7
366,869.1

OPERATING
EXPENSE

M$

        0.0
        0.0

    2,379.8
    4,950.0

   43,574.7
  100,573.9
   99,747.7
   60,763.3
   37,369.0
   21,308.2
   46,972.3
   58,701.0
   40,029.2
    4,642.3

        5.1

  521,016.6
        0.0

  521,016.6

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

-15,470.0
-7,699.4

-98,580.9
 -167,854.8

70,049.3
248,418.5
420,512.0
243,721.1
245,444.8
224,710.3
167,735.2
195,757.1
140,534.4

16,111.2
-62,175.7

1,621,213.0
 -134,857.0
1,486,356.0

CUM
M$

-15,470.0
-23,169.4

 -121,750.3
 -289,605.2
 -219,555.9

28,862.6
449,374.6
693,095.7
938,540.5

1,163,250.8
1,330,986.0
1,526,743.1
1,667,277.5
1,683,388.7
1,621,213.0

1,621,213.0
1,486,356.0
1,486,356.0

DISC AT 10.000%
CUM
M$

-14,809.1
-21,474.6
-99,711.3

 -221,764.8
 -181,147.7

-29,289.1
197,531.3
317,273.1
426,588.8
517,875.6
579,635.2
645,446.2
688,339.0
693,679.5
677,989.6

  677,989.6
  649,027.1
  649,027.1

           

DISCOUNTED CASH FLOW PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CASH FLOW
M$

  979,811.8
  649,027.1
  430,747.3
  284,866.4
  186,110.8
  118,459.0
   71,637.0
   38,964.4
   16,032.5

-111.2
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESOURCES AND CASH FLOW
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESOURCES
OIL

MBBL

        0.0
        0.0

    1,581.3
    3,750.7
    6,631.7

   15,030.2
   21,088.4
   15,079.7
   13,475.3
   10,607.6
    7,805.7
    6,164.7
    5,042.0
    4,270.8
    3,641.5

  114,169.5
    9,418.4

  123,587.9
        0.0

  123,587.9

GAS
MMCF

        0.0
        0.0

   11,633.9
   19,553.9
   28,385.5
   54,097.9
   51,634.4
   35,436.9
   30,522.9
   22,301.0
   15,860.6
   13,402.3
   11,653.5
   14,066.6
   12,652.1

  321,201.6
   19,857.2

  341,058.8
        0.0

  341,058.8

HIGH ESTIMATE (3C) CONTINGENT RESOURCES 

OIL
MBBL

        0.0
        0.0

      718.9
    1,224.3
    4,061.5
    9,132.7

   14,233.9
   10,924.3
    9,733.9
    7,896.3
    6,068.0
    4,906.8
    4,037.4
    3,461.0
    2,949.7

   79,348.6
    8,459.8

   87,808.4

GAS
MMCF

        0.0
        0.0

    5,369.4
    7,734.6

   18,016.3
   32,540.1
   26,746.9
   19,984.1
   16,680.3
   11,073.4
    7,213.6
    6,262.7
    5,455.9
    8,137.7
    7,796.0

  173,010.9
   13,494.8

  186,505.7

NGL
MBBL

        0.0
        0.0

      107.9
      170.8
       92.4
       29.9

      163.5
      256.2
      347.7
      337.7
      273.8
      235.9
      205.4
      308.3
      295.7

    2,825.1
      509.6

    3,334.7

EQUIV
MBOE

        0.0
        0.0

    1,752.5
    2,728.6
    7,260.2

   14,772.9
   19,008.9
   14,626.0
   12,957.5
   10,143.2
    7,585.5
    6,222.4
    5,183.5
    5,172.3
    4,589.5

  112,003.2
   11,296.1

  123,299.3

AVERAGE PRICES
OIL

$/BBL

      0.00
      0.00

     67.86
     72.66
     73.72
     75.96
     77.96
     81.73
     84.82
     88.25
     91.28
     94.13
     97.07

    100.70
    104.48

     84.69
    111.73
     87.30

GAS
$/MCF

     0.000
     0.000
     5.653
     6.034
     7.200
     7.725
     7.707
     7.555
     7.388
     7.189
     7.157
     7.315
     7.473
     7.588
     7.728

     7.389
     7.956
     7.430

NGL
$/BBL

      0.00
      0.00

     32.89
     35.18
     34.92
     25.87
     41.65
     46.35
     48.11
     50.05
     52.48
     54.20
     55.89
     57.53
     59.51

     49.50
     62.16
     51.43

OIL
M$

        0.0
        0.0

   48,779.2
   88,951.6

  299,395.2
  693,712.4

1,109,724.9
  892,814.1
  825,639.7
  696,831.7
  553,869.1
  461,848.2
  391,896.0
  348,520.0
  308,196.1

6,720,178.2
  945,205.9

7,665,384.1

GAS
M$

        0.0
        0.0

   30,353.9
   46,668.0

  129,724.6
  251,374.4
  206,138.2
  150,980.2
  123,241.2
   79,611.3
   51,629.7
   45,812.7
   40,771.4
   61,746.9
   60,250.4

1,278,302.8
  107,360.3

1,385,663.1

NGL
M$

        0.0
        0.0

    3,546.9
    6,008.4
    3,227.5
      772.3

    6,809.4
   11,873.6
   16,728.6
   16,902.1
   14,365.8
   12,783.9
   11,483.3
   17,735.4
   17,594.3

  139,831.7
   31,676.1

  171,507.9

TOTAL
M$

        0.0
        0.0

   82,680.0
  141,628.1
  432,347.3
  945,859.1

1,322,672.4
1,055,667.9
  965,609.5
  793,345.2
  619,864.6
  520,444.9
  444,150.7
  428,002.3
  386,040.7

8,138,312.7
1,084,242.4
9,222,555.0

PERIOD
ENDING
M-D-Y

 12-31-2020
 12-31-2021
 12-31-2022
 12-31-2023
 12-31-2024
 12-31-2025
 12-31-2026
 12-31-2027
 12-31-2028
 12-31-2029
 12-31-2030
 12-31-2031
 12-31-2032
 12-31-2033
 12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          1
          4
          5

         10
         15
         23
         27
         31
         31
         27
         27
         25
         24
         26

NET

        0.0
        0.1
        1.4
        1.5
        5.0
        9.0

       14.4
       17.0
       19.2
       19.2
       15.9
       16.8
       14.8
       14.7
       16.7

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0

-49,060.2
 -138,629.6

29,022.2
158,546.6
407,648.6
302,899.1
323,192.6
297,913.6
228,581.8
189,106.6
167,497.5
143,316.2
149,655.5

2,209,690.6
175,001.1

2,384,691.6

CAPITAL
COST

M$

   15,470.0
    7,699.4

  213,612.0
  342,491.9
  257,318.7
  359,622.1
  164,073.2
  187,687.9
   75,216.4

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

1,623,191.6
    5,248.9

1,628,440.5

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

    1,045.3
    1,066.2

        0.0
   16,738.3
   20,437.5
    4,359.1
    9,199.0
-62,354.4

-9,508.9
446,861.8
437,353.0

OPERATING
EXPENSE

M$

        0.0
        0.0

    9,432.5
   14,315.2
   62,267.0

  133,679.4
  113,841.5
   80,360.7
   69,592.8
   48,561.1
   31,671.7
   27,240.8
   21,047.9
   60,512.7
   74,256.5

  746,779.8
  193,808.8
  940,588.6

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

-15,470.0
-7,699.4

-91,304.3
-76,549.4
83,739.4

294,010.9
637,109.3
483,674.8
496,541.5
446,870.4
342,872.8
283,659.9
251,246.2
214,974.3
224,483.2

3,568,159.6
263,321.7

3,831,481.3

CUM
M$

-15,470.0
-23,169.4

 -114,473.7
 -191,023.1
 -107,283.7

186,727.2
823,836.5

1,307,511.3
1,804,052.8
2,250,923.2
2,593,796.0
2,877,455.9
3,128,702.1
3,343,676.5
3,568,159.6

3,568,159.6
3,831,481.3
3,831,481.3

DISC AT 10.000%
CUM
M$

-14,809.1
-21,474.6
-97,150.6

 -153,711.2
 -104,472.2

74,562.1
417,726.7
654,907.9
875,911.5

1,057,390.2
1,183,821.7
1,278,900.0
1,355,436.5
1,415,026.8
1,472,086.7

1,472,086.7
1,545,634.9
1,545,634.9

DISCOUNTED CASH FLOW PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CASH FLOW
M$

2,399,161.5
1,545,634.9
1,021,167.1
  688,643.5
  471,586.2
  326,177.2
  226,541.8
  156,934.9
  107,499.4
   71,901.2
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESOURCES AND CASH FLOW
AS OF DECEMBER 31, 2019 SUMMARY - CERTAIN PROPERTIES

LOCATED IN CAPTAIN AND NUTMEG-SURPRISE FIELDS
UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESOURCES
OIL

MBBL

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0
        0.0
        0.0

GAS
MMCF

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0
        0.0
        0.0

LOW ESTIMATE (1C) CONTINGENT RESOURCES 

OIL
MBBL

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

GAS
MMCF

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

NGL
MBBL

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

EQUIV
MBOE

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

AVERAGE PRICES
OIL

$/BBL

      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

      0.00
      0.00
      0.00

GAS
$/MCF

     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000

     0.000
     0.000
     0.000

NGL
$/BBL

      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

      0.00
      0.00
      0.00

OIL
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

GAS
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

NGL
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

TOTAL
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

PERIOD
ENDING
M-D-Y

 12-31-2020
 12-31-2021
 12-31-2022
 12-31-2023
 12-31-2024
 12-31-2025
 12-31-2026
 12-31-2027
 12-31-2028
 12-31-2029
 12-31-2030
 12-31-2031
 12-31-2032
 12-31-2033
 12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          0
          0
          0
          0
          0
          0
          0
          0
          0
          0
          0
          0
          0
          0

NET

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

CAPITAL
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

OPERATING
EXPENSE

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

CUM
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

DISCOUNTED CASH FLOW PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CASH FLOW
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESOURCES AND CASH FLOW
AS OF DECEMBER 31, 2019 SUMMARY - CERTAIN PROPERTIES

LOCATED IN CAPTAIN AND NUTMEG-SURPRISE FIELDS
UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESOURCES
OIL

MBBL

        0.0
        0.0
        0.0
        0.0
        0.0

      368.0
    6,259.9
    5,528.4
    5,312.0
    4,458.5
    3,595.6
    2,946.8
    2,446.3
      723.6

        0.0

   31,639.2
        0.0

   31,639.2
        0.0

   31,639.2

GAS
MMCF

        0.0
        0.0
        0.0
        0.0
        0.0

       55.2
      893.2
      730.7
      702.6
      586.9
      470.9
      384.6
      318.7
       94.2
        0.0

    4,237.1
        0.0

    4,237.1
        0.0

    4,237.1

BEST ESTIMATE (2C) CONTINGENT RESOURCES 

OIL
MBBL

        0.0
        0.0
        0.0
        0.0
        0.0

      312.8
    5,928.2
    5,102.1
    4,822.1
    4,035.3
    3,261.5
    2,676.9
    2,224.2
      658.1

        0.0

   29,021.2
        0.0

   29,021.2

GAS
MMCF

        0.0
        0.0
        0.0
        0.0
        0.0
        8.2

      146.8
      116.0
      109.5
       91.1
       73.2
       59.9
       49.7
       14.7
        0.0

      668.9
        0.0

      668.9

NGL
MBBL

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

EQUIV
MBOE

        0.0
        0.0
        0.0
        0.0
        0.0

      314.2
    5,953.5
    5,122.1
    4,840.9
    4,051.0
    3,274.1
    2,687.3
    2,232.8
      660.6

        0.0

   29,136.6
        0.0

   29,136.6

AVERAGE PRICES
OIL

$/BBL

      0.00
      0.00
      0.00
      0.00
      0.00

     75.25
     77.63
     81.41
     84.61
     88.18
     91.25
     94.12
     97.08

    100.78
      0.00

     85.96
      0.00

     85.96

GAS
$/MCF

     0.000
     0.000
     0.000
     0.000
     0.000
     2.756
     2.898
     3.017
     3.137
     3.260
     3.400
     3.542
     3.688
     3.836
     0.000

     3.197
     0.000
     3.197

NGL
$/BBL

      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

      0.00
      0.00
      0.00

OIL
M$

        0.0
        0.0
        0.0
        0.0
        0.0

   23,539.2
  460,208.7
  415,362.9
  407,995.0
  355,828.7
  297,609.5
  251,953.5
  215,929.0
   66,323.8

        0.0

2,494,750.2
        0.0

2,494,750.2

GAS
M$

        0.0
        0.0
        0.0
        0.0
        0.0

       22.5
      425.3
      350.0
      343.4
      296.9
      249.0
      212.1
      183.1
       56.3
        0.0

    2,138.6
        0.0

    2,138.6

NGL
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

TOTAL
M$

        0.0
        0.0
        0.0
        0.0
        0.0

   23,561.7
  460,634.0
  415,712.9
  408,338.4
  356,125.6
  297,858.4
  252,165.6
  216,112.1
   66,380.1

        0.0

2,496,888.9
        0.0

2,496,888.9

PERIOD
ENDING
M-D-Y

 12-31-2020
 12-31-2021
 12-31-2022
 12-31-2023
 12-31-2024
 12-31-2025
 12-31-2026
 12-31-2027
 12-31-2028
 12-31-2029
 12-31-2030
 12-31-2031
 12-31-2032
 12-31-2033
 12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          0
          0
          0
          0
          2
          9

         12
         14
         13
         13
         13
         13
         13
          0

NET

        0.0
        0.0
        0.0
        0.0
        0.0
        1.7
        8.1

       10.7
       12.4
       11.4
       11.4
       11.4
       11.4
       11.4
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0

-36,613.6
-49,109.3

 -137,754.2
115,195.9

80,018.3
125,119.5
135,302.3
110,578.9

94,881.3
80,833.8
24,736.9

-28,800.8

  514,389.1
-89,904.7
424,484.4

CAPITAL
COST

M$

   15,470.0
    4,723.9

   33,018.4
   50,367.8
   84,589.6

  329,540.6
  140,594.2
  177,701.7
   66,728.1

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  902,734.2
        0.0

  902,734.2

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   72,001.9

   72,001.9
  224,761.7
  296,763.6

OPERATING
EXPENSE

M$

        0.0
        0.0
        0.0
        0.0
        0.0

    1,088.4
   18,600.4
   18,464.0
   19,684.4
   17,869.8
   16,200.2
   14,962.3
   14,027.7
    4,537.8

        0.0

  125,434.8
        0.0

  125,434.8

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

-15,470.0
-4,723.9

-33,018.4
-13,754.2
-35,480.3

 -169,313.2
186,243.5
139,529.0
196,806.5
202,953.5
171,079.3
142,322.0
121,250.6

37,105.3
-43,201.1

  882,328.8
 -134,857.0

747,471.7

CUM
M$

-15,470.0
-20,193.9
-53,212.3
-66,966.5

 -102,446.7
 -271,759.9

-85,516.4
54,012.6

250,819.1
453,772.6
624,851.9
767,174.0
888,424.6
925,529.9
882,328.8

882,328.8
747,471.7
747,471.7

DISC AT 10.000%
CUM
M$

-14,809.1
-18,915.8
-44,969.9
-54,522.6
-77,637.0

 -173,679.1
-74,164.6

-5,927.5
81,559.7

163,901.6
226,985.6
274,688.3
311,628.8
322,428.8
311,222.2

  311,222.2
  282,259.7
  282,259.7

           

DISCOUNTED CASH FLOW PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CASH FLOW
M$

  461,023.6
  282,259.7
  170,315.6
   99,723.1
   54,867.3
   26,179.8
    7,758.9

-4,073.0
-11,633.9
-16,402.1
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESOURCES AND CASH FLOW
AS OF DECEMBER 31, 2019 SUMMARY - CERTAIN PROPERTIES

LOCATED IN CAPTAIN AND NUTMEG-SURPRISE FIELDS
UNITED KINGDOM SECTOR OF THE NORTH SEA

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESOURCES
OIL

MBBL

        0.0
        0.0
        0.0
        0.0
        0.0

      509.6
    9,363.8
    8,539.0
    8,545.2
    7,464.6
    6,030.8
    4,950.7
    4,111.0
    3,444.5
    2,908.3

   55,867.5
    8,750.0

   64,617.5
        0.0

   64,617.5

GAS
MMCF

        0.0
        0.0
        0.0
        0.0
        0.0

       76.4
    1,337.8
    1,132.1
    1,117.2
      960.1
      765.9
      626.2
      518.8
      434.3
      366.8

    7,335.6
    1,100.2
    8,435.8

        0.0
    8,435.8

HIGH ESTIMATE (3C) CONTINGENT RESOURCES 

OIL
MBBL

        0.0
        0.0
        0.0
        0.0
        0.0

      433.1
    8,905.3
    7,938.5
    7,830.6
    6,846.9
    5,543.4
    4,557.5
    3,787.9
    3,174.9
    2,680.5

   51,698.4
    8,074.4

   59,772.9

GAS
MMCF

        0.0
        0.0
        0.0
        0.0
        0.0

       11.3
      220.8
      181.3
      175.7
      150.9
      120.6
       98.7
       81.8
       68.5
       57.9

    1,167.6
      173.8

    1,341.4

NGL
MBBL

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

EQUIV
MBOE

        0.0
        0.0
        0.0
        0.0
        0.0

      435.1
    8,943.3
    7,969.7
    7,860.9
    6,872.9
    5,564.2
    4,574.5
    3,802.0
    3,186.7
    2,690.5

   51,899.7
    8,104.4

   60,004.1

AVERAGE PRICES
OIL

$/BBL

      0.00
      0.00
      0.00
      0.00
      0.00

     75.25
     77.63
     81.41
     84.61
     88.18
     91.25
     94.12
     97.08

    100.78
    104.60

     87.80
    111.93
     91.06

GAS
$/MCF

     0.000
     0.000
     0.000
     0.000
     0.000
     2.756
     2.898
     3.017
     3.137
     3.260
     3.400
     3.542
     3.688
     3.836
     3.987

     3.269
     4.391
     3.414

NGL
$/BBL

      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

      0.00
      0.00
      0.00

OIL
M$

        0.0
        0.0
        0.0
        0.0
        0.0

   32,593.0
  691,316.4
  646,269.5
  662,543.3
  603,758.1
  505,838.2
  428,948.5
  367,727.6
  319,963.3
  280,378.2

4,539,336.2
  903,736.3

5,443,072.5

GAS
M$

        0.0
        0.0
        0.0
        0.0
        0.0

       31.2
      639.9
      547.0
      551.3
      492.0
      409.9
      349.6
      301.8
      262.9
      230.7

    3,816.3
      763.2

    4,579.5

NGL
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

TOTAL
M$

        0.0
        0.0
        0.0
        0.0
        0.0

   32,624.2
  691,956.4
  646,816.5
  663,094.6
  604,250.1
  506,248.1
  429,298.1
  368,029.4
  320,226.2
  280,609.0

4,543,152.5
  904,499.5

5,447,652.0

PERIOD
ENDING
M-D-Y

 12-31-2020
 12-31-2021
 12-31-2022
 12-31-2023
 12-31-2024
 12-31-2025
 12-31-2026
 12-31-2027
 12-31-2028
 12-31-2029
 12-31-2030
 12-31-2031
 12-31-2032
 12-31-2033
 12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          0
          0
          0
          0
          2
          9

         12
         14
         14
         14
         13
         13
         13
         13

NET

        0.0
        0.0
        0.0
        0.0
        0.0
        1.7
        8.1

       10.7
       12.4
       12.4
       12.4
       11.4
       11.4
       11.4
       11.4

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0

-16,812.1
-45,208.5
-40,128.7

 -125,917.2
204,192.6
170,047.2
224,347.6
231,399.2
193,599.9
163,724.4
139,896.0
121,310.1
105,888.3

1,326,339.0
200,686.9

1,527,026.0

CAPITAL
COST

M$

   15,470.0
    4,723.9

   33,018.4
   50,367.8
   84,589.6

  329,540.6
  140,594.2
  177,701.7
   66,728.1

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  902,734.2
    5,248.9

  907,983.1

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
  334,204.1
  334,204.1

OPERATING
EXPENSE

M$

        0.0
        0.0
        0.0
        0.0
        0.0

    1,373.9
   25,805.2
   25,465.5
   27,264.7
   25,752.1
   22,248.3
   19,987.1
   18,289.3
   16,951.0
   15,888.1

  199,025.1
   62,198.3

  261,223.5

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

-15,470.0
-4,723.9

-16,206.3
-5,159.4

-44,460.9
 -172,373.2

321,364.3
273,602.1
344,754.3
347,098.8
290,399.9
245,586.6
209,844.0
181,965.1
158,832.5

2,115,054.1
302,161.2

2,417,215.3

CUM
M$

-15,470.0
-20,193.9
-36,400.2
-41,559.5
-86,020.5

 -258,393.6
62,970.7

336,572.8
681,327.1

1,028,425.9
1,318,825.8
1,564,412.4
1,774,256.5
1,956,221.6
2,115,054.1

2,115,054.1
2,417,215.3
2,417,215.3

DISC AT 10.000%
CUM
M$

-14,809.1
-18,915.8
-31,717.2
-35,110.7
-64,075.7

 -162,092.9
10,146.5

143,968.3
297,284.1
438,060.2
545,142.2
627,452.3
691,382.1
741,774.0
781,757.8

781,757.8
857,752.2
857,752.2

DISCOUNTED CASH FLOW PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CASH FLOW
M$

1,420,174.8
  857,752.2
  531,071.6
  335,399.4
  214,734.9
  138,342.4
   88,847.0
   56,132.2
   34,139.2
   19,144.5
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESOURCES AND CASH FLOW
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESOURCES
OIL

MBBL

        0.0
        0.0
        0.0
        0.0

    2,116.3
    1,651.8
      467.6
      138.1
      778.5
      129.9

        0.0
        0.0
        0.0
        0.0
        0.0

    5,282.2
        0.0

    5,282.2
        0.0

    5,282.2

GAS
MMCF

        0.0
        0.0
        0.0
        0.0

    6,778.0
   11,553.2
    9,334.0
    7,522.6
    8,580.6
    1,513.8

        0.0
        0.0
        0.0
        0.0
        0.0

   45,282.1
        0.0

   45,282.1
        0.0

   45,282.1

LOW ESTIMATE (1C) CONTINGENT RESOURCES 

OIL
MBBL

        0.0
        0.0
        0.0
        0.0

    1,164.0
      908.5
      258.7
       76.0

      735.2
      127.7

        0.0
        0.0
        0.0
        0.0
        0.0

    3,270.0
        0.0

    3,270.0

GAS
MMCF

        0.0
        0.0
        0.0
        0.0

    3,202.3
    5,458.3
    4,415.0
    3,554.0
    4,117.7
      787.6

        0.0
        0.0
        0.0
        0.0
        0.0

   21,534.9
        0.0

   21,534.9

NGL
MBBL

        0.0
        0.0
        0.0
        0.0

      122.6
      208.9
      169.0
      136.0
      179.0
       30.1
        0.0
        0.0
        0.0
        0.0
        0.0

      845.7
        0.0

      845.7

EQUIV
MBOE

        0.0
        0.0
        0.0
        0.0

    1,838.7
    2,058.5
    1,188.9
      824.8

    1,624.2
      293.6

        0.0
        0.0
        0.0
        0.0
        0.0

    7,828.7
        0.0

    7,828.7

AVERAGE PRICES
OIL

$/BBL

      0.00
      0.00
      0.00
      0.00

     74.48
     76.92
     79.30
     83.08
     83.57
     86.95
      0.00
      0.00
      0.00
      0.00
      0.00

     78.27
      0.00

     78.27

GAS
$/MCF

     0.000
     0.000
     0.000
     0.000
     6.423
     6.592
     6.748
     6.879
     6.960
     7.098
     0.000
     0.000
     0.000
     0.000
     0.000

     6.735
     0.000
     6.735

NGL
$/BBL

      0.00
      0.00
      0.00
      0.00

     42.45
     43.87
     45.26
     47.46
     49.01
     51.05
      0.00
      0.00
      0.00
      0.00
      0.00

     45.86
      0.00

     45.86

OIL
M$

        0.0
        0.0
        0.0
        0.0

   86,692.4
   69,883.0
   20,513.7
    6,310.6

   61,443.4
   11,099.2

        0.0
        0.0
        0.0
        0.0
        0.0

  255,942.3
        0.0

  255,942.3

GAS
M$

        0.0
        0.0
        0.0
        0.0

   20,569.8
   35,980.0
   29,792.6
   24,447.9
   28,660.1
    5,590.7

        0.0
        0.0
        0.0
        0.0
        0.0

  145,041.1
        0.0

  145,041.1

NGL
M$

        0.0
        0.0
        0.0
        0.0

    5,203.5
    9,166.2
    7,648.3
    6,456.1
    8,773.9
    1,539.2

        0.0
        0.0
        0.0
        0.0
        0.0

   38,787.2
        0.0

   38,787.2

TOTAL
M$

        0.0
        0.0
        0.0
        0.0

  112,465.6
  115,029.2
   57,954.6
   37,214.5
   98,877.4
   18,229.1

        0.0
        0.0
        0.0
        0.0
        0.0

  439,770.5
        0.0

  439,770.5

PERIOD
ENDING
M-D-Y

 12-31-2020
 12-31-2021
 12-31-2022
 12-31-2023
 12-31-2024
 12-31-2025
 12-31-2026
 12-31-2027
 12-31-2028
 12-31-2029
 12-31-2030
 12-31-2031
 12-31-2032
 12-31-2033
 12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          0
          0
          0
          2
          2
          2
          2
          4
          3
          0
          0
          0
          0
          0

NET

        0.0
        0.0
        0.0
        0.0
        1.1
        1.1
        1.1
        1.1
        1.8
        2.1
        0.0
        0.0
        0.0
        0.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0
        0.0
        0.0

   31,739.4
   15,876.0
    4,033.7

   27,131.7
   11,891.7
-11,700.7
-11,934.8

        0.0
        0.0
        0.0

   67,037.0
        0.0

   67,037.0

CAPITAL
COST

M$

        0.0
        0.0
        0.0

   79,670.2
   34,827.3

        0.0
        0.0

   11,199.7
   11,423.7

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  137,120.8
        0.0

  137,120.8

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

-21,414.1
-21,842.3
29,251.8
29,836.9
        0.0
        0.0
        0.0

   15,832.3
        0.0

   15,832.3

OPERATING
EXPENSE

M$

        0.0
        0.0
        0.0
        0.0
-3,461.6

610.1
5,034.6

12,569.0
41,038.6
10,342.3
        0.0
        0.0
        0.0
        0.0
        0.0

   66,133.1
        0.0

   66,133.1

           

           
           
           
           

           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

        0.0
        0.0
        0.0

-79,670.2
81,099.9
82,679.8
37,044.0

9,412.1
40,697.5
17,837.5

-17,551.1
-17,902.1

        0.0
        0.0
        0.0

  153,647.4
        0.0

  153,647.4

CUM
M$

        0.0
        0.0
        0.0

-79,670.2
1,429.8

84,109.5
121,153.5
130,565.6
171,263.1
189,100.6
171,549.5
153,647.4
153,647.4
153,647.4
153,647.4

153,647.4
153,647.4
153,647.4

DISC AT 10.000%

           
           
           

CUM
M$

        0.0
        0.0
        0.0

-57,107.7
-6,179.9
43,309.7
63,385.9
68,418.9
85,841.6
92,797.4
86,044.1
79,781.9
79,781.9
79,781.9
79,781.9

   79,781.9
   79,781.9
   79,781.9

           
           
           

           

DISCOUNTED CASH FLOW PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CASH FLOW
M$

  110,365.2
   79,781.9
   57,945.5
   42,199.4
   30,741.5
   22,335.6
   16,124.7
   11,507.8
    8,058.9
    5,473.0
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESOURCES AND CASH FLOW
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESOURCES
OIL

MBBL

        0.0
        0.0
        0.0
        0.0

    2,929.6
    7,316.5
    3,474.2
    1,093.1
      314.0
       92.5

      448.4
      949.5
      355.1

        0.0
        0.0

   16,972.9
        0.0

   16,972.9
        0.0

   16,972.9

GAS
MMCF

        0.0
        0.0
        0.0
        0.0

   12,601.2
   35,920.3
   34,807.0
   20,679.0
   10,875.8
    6,380.1
    5,739.2
    4,727.4
      585.0

        0.0
        0.0

  132,315.0
        0.0

  132,315.0
        0.0

  132,315.0

BEST ESTIMATE (2C) CONTINGENT RESOURCES 

OIL
MBBL

        0.0
        0.0
        0.0
        0.0

    2,439.8
    5,853.3
    2,705.5
      811.1
      209.4
       52.6

      430.8
      944.0
      355.1

        0.0
        0.0

   13,801.6
        0.0

   13,801.6

GAS
MMCF

        0.0
        0.0
        0.0
        0.0

   11,065.4
   29,239.3
   27,811.3
   15,201.6
    6,586.6
    3,018.9
    2,927.1
    2,777.0
      502.5

        0.0
        0.0

   99,129.7
        0.0

   99,129.7

NGL
MBBL

        0.0
        0.0
        0.0
        0.0

       52.6
      229.0
      239.8
      187.8
      147.0
      115.6
      113.8
      106.3
       19.2
        0.0
        0.0

    1,211.2
        0.0

    1,211.2

EQUIV
MBOE

        0.0
        0.0
        0.0
        0.0

    4,400.2
   11,123.6
    7,740.3
    3,619.9
    1,492.1
      688.7

    1,049.2
    1,529.1
      461.0

        0.0
        0.0

   32,104.1
        0.0

   32,104.1

AVERAGE PRICES
OIL

$/BBL

      0.00
      0.00
      0.00
      0.00

     73.32
     75.85
     78.30
     82.19
     85.68
     89.85
     90.06
     92.65
     95.49
      0.00
      0.00

     78.56
      0.00

     78.56

GAS
$/MCF

     0.000
     0.000
     0.000
     0.000
     7.445
     7.532
     7.675
     7.697
     7.519
     7.146
     7.258
     7.350
     7.365
     0.000
     0.000

     7.561
     0.000
     7.561

NGL
$/BBL

      0.00
      0.00
      0.00
      0.00

     42.45
     43.87
     45.26
     47.46
     49.32
     51.40
     52.88
     54.08
     54.73
      0.00
      0.00

     47.93
      0.00

     47.93

OIL
M$

        0.0
        0.0
        0.0
        0.0

  178,878.3
  443,976.9
  211,822.8
   66,670.9
   17,941.0
    4,725.7

   38,794.0
   87,467.0
   33,909.8

        0.0
        0.0

1,084,186.3
        0.0

1,084,186.3

GAS
M$

        0.0
        0.0
        0.0
        0.0

   82,381.9
  220,223.3
  213,439.9
  117,007.6
   49,526.9
   21,574.0
   21,243.8
   20,410.3
    3,701.1

        0.0
        0.0

  749,508.9
        0.0

  749,508.9

NGL
M$

        0.0
        0.0
        0.0
        0.0

    2,234.9
   10,047.8
   10,853.1
    8,910.6
    7,251.7
    5,939.4
    6,016.7
    5,748.0
    1,052.7

        0.0
        0.0

   58,054.8
        0.0

   58,054.8

TOTAL
M$

        0.0
        0.0
        0.0
        0.0

  263,495.1
  674,248.0
  436,115.8
  192,589.1
   74,719.6
   32,239.1
   66,054.5

  113,625.3
   38,663.6

        0.0
        0.0

1,891,750.1
        0.0

1,891,750.1

PERIOD
ENDING
M-D-Y

 12-31-2020
 12-31-2021
 12-31-2022
 12-31-2023
 12-31-2024
 12-31-2025
 12-31-2026
 12-31-2027
 12-31-2028
 12-31-2029
 12-31-2030
 12-31-2031
 12-31-2032
 12-31-2033
 12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          0
          0
          0
          4
          4
          4
          4
          4
          2
          3
          3
          1
          0
          0

NET

        0.0
        0.0
        0.0
        0.0
        3.1
        3.1
        3.1
        3.1
        3.1
        1.1
        2.1
        2.1
        1.0
        0.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0

-52,101.0
15,791.1

195,748.8
140,191.3

58,070.6
23,133.1

    6,088.5
-1,520.2
37,088.1
14,379.1

-12,416.9
-12,665.3

  411,787.4
        0.0

  411,787.4

CAPITAL
COST

M$

        0.0
        0.0
        0.0

  292,124.0
  150,214.5

        0.0
        0.0
        0.0
        0.0
        0.0

   23,770.4
        0.0
        0.0
        0.0
        0.0

  466,108.9
        0.0

  466,108.9

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   15,536.2
   15,846.9
-22,724.8
-23,179.3
31,042.3
31,663.1

48,184.5
0.0

48,184.5

OPERATING
EXPENSE

M$

        0.0
        0.0
        0.0
        0.0

   38,508.9
   94,968.3
   77,854.0
   40,478.8
   15,484.9
    1,481.5

   30,290.1
   43,630.0
   25,895.1

        0.0
        0.0

  368,591.7
        0.0

  368,591.7

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

        0.0
        0.0
        0.0

 -240,023.0
58,980.6

383,530.8
218,070.4

94,039.7
36,101.6

    9,132.8
-2,332.7
55,632.1
21,568.7

-18,625.4
-18,997.9

  597,077.6
        0.0

  597,077.6

CUM
M$

        0.0
        0.0
        0.0

 -240,023.0
 -181,042.4

202,488.3
420,558.8
514,598.4
550,700.0
559,832.8
557,500.1
613,132.1
634,700.8
616,075.5
597,077.6

597,077.6
597,077.6
597,077.6

DISC AT 10.000%

           
           
           

CUM
M$

        0.0
        0.0
        0.0

 -174,077.6
 -140,683.9

86,841.9
205,348.4
251,916.7
268,226.8
272,015.9
270,964.5
289,764.7
296,371.8
291,530.1
287,040.5

287,040.5
287,040.5
287,040.5

           
           
           

DISCOUNTED CASH FLOW PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CASH FLOW
M$

  412,850.1
  287,040.5
  200,072.4
  139,258.6
   96,295.9
   65,679.6
   43,709.6
   27,863.5
   16,399.4
    8,099.1
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESOURCES AND CASH FLOW
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESOURCES
OIL

MBBL

        0.0
        0.0
        0.0
        1.0

    3,524.3
    9,026.2
    5,685.2
    3,277.2
    1,752.8
      913.5
      506.2
      303.3
      188.1
      223.8
      204.1

   25,605.6
      345.4

   25,951.0
        0.0

   25,951.0

GAS
MMCF

        0.0
        0.0
        0.8

       37.3
   12,867.1
   32,079.5
   29,065.7
   24,589.0
   21,320.9
   16,233.0
   12,696.7
   11,004.9
    9,536.8

   12,207.7
   10,974.7

  192,614.0
   18,076.2

  210,690.3
        0.0

  210,690.3

HIGH ESTIMATE (3C) CONTINGENT RESOURCES 

OIL
MBBL

        0.0
        0.0
        0.0
        1.0

    3,010.1
    7,216.4
    4,153.6
    2,155.1
    1,112.3
      558.9
      309.9
      194.2
      127.3
      189.8
      186.6

   19,215.3
      331.1

   19,546.5

GAS
MMCF

        0.0
        0.0
        0.7

       32.0
   11,749.3
   26,997.1
   21,906.2
   16,564.7
   13,882.5
    9,604.9
    6,983.0
    6,090.6
    5,309.7
    8,015.0
    7,688.3

  134,823.9
   13,295.1

  148,119.0

NGL
MBBL

        0.0
        0.0
        0.0
        1.2

-44.8
-148.5

-4.5
176.9
283.5
302.6
267.3
233.1
203.2
306.8
294.3

    1,871.3
      508.9

    2,380.2

EQUIV
MBOE

        0.0
        0.0
        0.2
        7.7

    4,991.0
   11,722.6
    7,926.1
    5,188.0
    3,789.4
    2,517.5
    1,781.2
    1,477.5
    1,246.0
    1,878.5
    1,806.4

   44,332.1
    3,132.3

   47,464.4

AVERAGE PRICES
OIL

$/BBL

      0.00
      0.00

     65.37
     69.73
     73.28
     75.89
     78.51
     82.57
     85.79
     89.33
     92.29
     94.84
     97.39
     99.81

    103.17

     78.86
    107.79
     79.35

GAS
$/MCF

     0.000
     0.000
     5.694
     6.076
     7.752
     8.023
     8.028
     7.791
     7.565
     7.308
     7.226
     7.377
     7.532
     7.620
     7.756

     7.744
     8.002
     7.767

NGL
$/BBL

      0.00
      0.00

     37.19
     39.73
     39.44
     40.22

-51.66
48.46
49.13
50.91
52.65
54.28
55.96
57.54
59.51

55.42
62.16
56.86

OIL
M$

        0.0
        0.0
        1.3

       66.8
  220,588.7
  547,663.6
  326,111.4
  177,948.7
   95,432.0
   49,927.3
   28,601.3
   18,421.6
   12,400.6
   18,945.4
   19,249.7

1,515,358.5
   35,693.2

1,551,051.7

GAS
M$

        0.0
        0.0
        3.9

      194.5
   91,082.3

  216,597.7
  175,867.1
  129,054.8
  105,027.6
   70,189.9
   50,456.7
   44,932.6
   39,993.1
   61,071.9
   59,632.2

1,044,104.1
  106,391.5

1,150,495.6

NGL
M$

        0.0
        0.0
        1.0

       48.7
-1,767.3
-5,971.3

230.7
8,574.2

13,927.7
15,402.3
14,072.1
12,653.5
11,372.5
17,651.6
17,514.3

103,710.0
31,633.4

135,343.5

TOTAL
M$

        0.0
        0.0
        6.3

      310.0
  309,903.6
  758,290.0
  502,209.1
  315,577.8
  214,387.3
  135,519.5
   93,130.0
   76,007.7
   63,766.2
   97,668.9
   96,396.3

2,663,172.7
  173,718.1

2,836,890.8

PERIOD
ENDING
M-D-Y

 12-31-2020
 12-31-2021
 12-31-2022
 12-31-2023
 12-31-2024
 12-31-2025
 12-31-2026
 12-31-2027
 12-31-2028
 12-31-2029
 12-31-2030
 12-31-2031
 12-31-2032
 12-31-2033
 12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          0
          0
          0
          4
          6
          5
          5
          5
          5
          3
          5
          3
          3
          5

NET

        0.0
        0.0
        0.0
        0.0
        3.1
        5.1
        3.7
        3.7
        3.7
        3.7
        1.7
        3.7
        1.7
        1.7
        3.7

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
-7,365.0

 -102,775.3
40,774.8

238,216.2
162,489.8
105,309.5

71,660.4
47,612.5
27,897.3
21,690.6
25,026.7
22,219.7
44,092.0

696,849.1
-23,847.8
673,001.3

CAPITAL
COST

M$

        0.0
        0.0
        0.0

  292,124.0
  150,214.5
   23,682.5
   13,688.5

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  479,709.6
        0.0

  479,709.6

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   15,846.9
   16,163.9

        0.0
        0.0

-70,772.5

-38,761.7
102,669.5

63,907.8

OPERATING
EXPENSE

M$

        0.0
        0.0
        0.8

       39.7
   49,235.5

  114,530.4
   75,557.0
   45,344.5
   33,191.6
   16,488.3
    7,539.9
    5,617.3
    1,199.3

   42,119.8
   56,938.7

  447,802.8
  130,559.1
  578,362.0

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

        0.0
        0.0

    7,370.5
 -189,078.5

69,678.8
381,860.9
250,473.8
164,923.8
109,535.4

71,418.7
41,845.9
32,535.9
37,540.1
33,329.5
66,138.1

1,077,572.8
-35,662.6

1,041,910.2

CUM
M$

        0.0
        0.0

    7,370.5
 -181,708.0
 -112,029.2

269,831.7
520,305.5
685,229.3
794,764.6
866,183.3
908,029.2
940,565.1
978,105.3

1,011,434.7
1,077,572.8

1,077,572.8
1,041,910.2
1,041,910.2

DISC AT 10.000%

           
           
           

CUM
M$

        0.0
        0.0

    5,809.9
 -131,764.7

-92,064.7
134,827.8
270,457.9
351,725.3
400,656.2
429,774.1
445,199.6
456,095.5
467,510.6
476,747.6
493,891.9

  493,891.9
  492,032.6
  492,032.6

           
           
           

           

DISCOUNTED CASH FLOW PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CASH FLOW
M$

  710,870.3
  492,032.6
  345,383.2
  245,404.2
  176,049.8
  127,158.5
   92,195.6
   66,880.6
   48,356.5
   34,681.8
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESOURCES AND CASH FLOW
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESOURCES
OIL

MBBL

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0
        0.0
        0.0

GAS
MMCF

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0
        0.0
        0.0

LOW ESTIMATE (1C) CONTINGENT RESOURCES 

OIL
MBBL

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

GAS
MMCF

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

NGL
MBBL

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

EQUIV
MBOE

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

AVERAGE PRICES
OIL

$/BBL

      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

      0.00
      0.00
      0.00

GAS
$/MCF

     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000

     0.000
     0.000
     0.000

NGL
$/BBL

      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

      0.00
      0.00
      0.00

OIL
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

GAS
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

NGL
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

TOTAL
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

PERIOD
ENDING
M-D-Y

 12-31-2020
 12-31-2021
 12-31-2022
 12-31-2023
 12-31-2024
 12-31-2025
 12-31-2026
 12-31-2027
 12-31-2028
 12-31-2029
 12-31-2030
 12-31-2031
 12-31-2032
 12-31-2033
 12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          0
          0
          0
          0
          0
          0
          0
          0
          0
          0
          0
          0
          0
          0

NET

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

CAPITAL
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

OPERATING
EXPENSE

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

CUM
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

DISC AT 10.000%

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

CUM
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

           

DISCOUNTED CASH FLOW PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CASH FLOW
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESOURCES AND CASH FLOW
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESOURCES
OIL

MBBL

        0.0
        0.0

      356.5
      601.5
      484.4
      565.7
      992.8

    1,110.0
    1,337.1
    1,007.5
      191.6

        0.0
        0.0
        0.0
        0.0

    6,647.0
        0.0

    6,647.0
        0.0

    6,647.0

GAS
MMCF

        0.0
        0.0

    2,970.7
    5,012.5
    4,036.3
    3,293.4
    1,868.1

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   17,181.0
        0.0

   17,181.0
        0.0

   17,181.0

BEST ESTIMATE (2C) CONTINGENT RESOURCES 

OIL
MBBL

        0.0
        0.0

      178.2
      300.8
      242.2
      237.4
      291.7
      259.4
      312.5
      235.5
       44.8
        0.0
        0.0
        0.0
        0.0

    2,102.5
        0.0

    2,102.5

GAS
MMCF

        0.0
        0.0

    1,428.9
    2,411.0
    1,941.4
    1,584.1
      898.6

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

    8,264.1
        0.0

    8,264.1

NGL
MBBL

        0.0
        0.0

       30.2
       51.0
       41.1
       33.5
       19.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

      174.8
        0.0

      174.8

EQUIV
MBOE

        0.0
        0.0

      454.8
      767.4
      618.0
      544.1
      465.6
      259.4
      312.5
      235.5
       44.8
        0.0
        0.0
        0.0
        0.0

    3,702.0
        0.0

    3,702.0

AVERAGE PRICES
OIL

$/BBL

      0.00
      0.00

     72.55
     77.06
     79.43
     80.61
     79.62
     80.51
     83.71
     87.28
     90.35
      0.00
      0.00
      0.00
      0.00

     80.55
      0.00

     80.55

GAS
$/MCF

     0.000
     0.000
     5.771
     6.167
     6.307
     6.475
     6.631
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000

     6.241
     0.000
     6.241

NGL
$/BBL

      0.00
      0.00

     39.11
     41.78
     43.18
     44.63
     46.03
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

     42.65
      0.00

     42.65

OIL
M$

        0.0
        0.0

   12,931.5
   23,176.0
   19,236.0
   19,140.2
   23,225.8
   20,884.2
   26,158.7
   20,551.2
    4,045.0

        0.0
        0.0
        0.0
        0.0

  169,348.4
        0.0

  169,348.4

GAS
M$

        0.0
        0.0

    8,246.0
   14,868.4
   12,243.7
   10,257.0
    5,958.3

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   51,573.3
        0.0

   51,573.3

NGL
M$

        0.0
        0.0

    1,181.7
    2,130.0
    1,772.8
    1,494.9
      874.7

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

    7,454.1
        0.0

    7,454.1

TOTAL
M$

        0.0
        0.0

   22,359.2
   40,174.4
   33,252.4
   30,892.1
   30,058.8
   20,884.2
   26,158.7
   20,551.2
    4,045.0

        0.0
        0.0
        0.0
        0.0

  228,375.9
        0.0

  228,375.9

PERIOD
ENDING
M-D-Y

 12-31-2020
 12-31-2021
 12-31-2022
 12-31-2023
 12-31-2024
 12-31-2025
 12-31-2026
 12-31-2027
 12-31-2028
 12-31-2029
 12-31-2030
 12-31-2031
 12-31-2032
 12-31-2033
 12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          0
          1
          1
          1
          2
          4
          5
          7
          7
          7
          0
          0
          0
          0

NET

        0.0
        0.0
        0.5
        0.5
        0.5
        0.7
        1.2
        1.2
        1.6
        1.6
        1.6
        0.0
        0.0
        0.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0

-20,623.4
1,305.0
2,310.6
6,652.3
3,167.9
5,913.2
7,233.2
1,278.0
        0.0
        0.0
        0.0
        0.0

    7,236.6
        0.0

    7,236.6

CAPITAL
COST

M$

        0.0
        0.0

   64,244.7
        0.0
        0.0

    6,399.0
    9,790.5
    9,986.3
    8,488.3

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   98,908.7
        0.0

   98,908.7

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

      840.0
      856.8
      873.9
      891.4

        0.0
        0.0
        0.0
        0.0

    3,462.1
        0.0

    3,462.1

OPERATING
EXPENSE

M$

        0.0
        0.0

    2,277.4
    4,053.5
    3,499.4
    3,213.4
    2,589.0
    1,201.2
    1,636.8
    1,594.4
      370.3

        0.0
        0.0
        0.0
        0.0

   20,435.3
        0.0

   20,435.3

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

        0.0
        0.0

-44,162.9
56,744.4
28,448.0
18,969.2
11,027.0

5,688.9
9,263.6

10,849.7
1,505.3
        0.0
        0.0
        0.0
        0.0

   98,333.2
        0.0

   98,333.2

CUM
M$

        0.0
        0.0

-44,162.9
12,581.4
41,029.4
59,998.6
71,025.6
76,714.5
85,978.1
96,827.9
98,333.2
98,333.2
98,333.2
98,333.2
98,333.2

98,333.2
98,333.2
98,333.2

DISC AT 10.000%

           
           

CUM
M$

        0.0
        0.0

-35,771.6
4,939.3

23,505.3
34,765.7
40,771.2
43,516.5
47,574.1
51,998.3
52,604.8
52,604.8
52,604.8
52,604.8
52,604.8

52,604.8
52,604.8
52,604.8

           
           

DISCOUNTED CASH FLOW PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CASH FLOW
M$

   71,471.6
   52,604.8
   39,064.1
   29,164.2
   21,810.3
   16,273.0
   12,055.1
    8,810.8
    6,294.7
    4,330.4
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESOURCES AND CASH FLOW
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESOURCES
OIL

MBBL

        0.0
        0.0

    1,099.8
    1,588.3
    1,299.4
    1,252.9
    1,797.1
    2,049.2
    2,190.1
    1,415.6
      780.7
      584.7
      467.4
      388.8
      332.5

   15,246.4
      220.9

   15,467.3
        0.0

   15,467.3

GAS
MMCF

        0.0
        0.0

    8,423.1
   12,063.4
    9,864.4
    7,848.5
    6,304.2
    5,112.6
    4,186.9
    1,744.1

        0.0
        0.0
        0.0
        0.0
        0.0

   55,547.2
        0.0

   55,547.2
        0.0

   55,547.2

HIGH ESTIMATE (3C) CONTINGENT RESOURCES 

OIL
MBBL

        0.0
        0.0

      706.7
      992.7
      810.8
      691.3
      735.5
      730.7
      714.4
      431.1
      182.5
      136.6
      109.2
       90.9
       77.7

    6,410.2
       51.6

    6,461.9

GAS
MMCF

        0.0
        0.0

    5,246.6
    7,315.8
    5,972.8
    4,708.4
    3,741.6
    2,998.2
    2,423.6
    1,149.9

        0.0
        0.0
        0.0
        0.0
        0.0

   33,557.0
        0.0

   33,557.0

NGL
MBBL

        0.0
        0.0

      104.4
      146.5
      119.6
       94.5
       75.3
       60.5
       49.0
       22.6
        0.0
        0.0
        0.0
        0.0
        0.0

      672.4
        0.0

      672.4

EQUIV
MBOE

        0.0
        0.0

    1,715.7
    2,400.5
    1,960.2
    1,597.6
    1,455.9
    1,308.1
    1,181.3
      652.0
      182.5
      136.6
      109.2
       90.9
       77.7

   12,868.4
       51.6

   12,920.0

AVERAGE PRICES
OIL

$/BBL

      0.00
      0.00

     67.92
     72.88
     75.28
     77.62
     79.31
     82.72
     85.65
     87.97
     90.35
     93.22
     96.18
     99.88

    103.70

     79.53
    106.60
     79.75

GAS
$/MCF

     0.000
     0.000
     5.652
     6.035
     6.168
     6.332
     6.486
     6.617
     6.752
     6.791
     0.000
     0.000
     0.000
     0.000
     0.000

     6.220
     0.000
     6.220

NGL
$/BBL

      0.00
      0.00

     32.77
     35.66
     36.90
     38.38
     39.89
     42.17
     44.22
     42.10
      0.00
      0.00
      0.00
      0.00
      0.00

     37.71
      0.00

     37.71

OIL
M$

        0.0
        0.0

   47,996.5
   72,351.2
   61,038.6
   53,664.0
   58,334.6
   60,440.2
   61,188.9
   37,924.7
   16,484.8
   12,738.3
   10,505.9
    9,076.3
    8,056.9

  509,800.9
    5,503.4

  515,304.3

GAS
M$

        0.0
        0.0

   29,652.5
   44,154.0
   36,838.6
   29,811.4
   24,266.5
   19,840.1
   16,363.0
    7,808.8

        0.0
        0.0
        0.0
        0.0
        0.0

  208,734.9
        0.0

  208,734.9

NGL
M$

        0.0
        0.0

    3,422.4
    5,223.4
    4,414.1
    3,626.5
    3,002.0
    2,550.3
    2,168.0
      952.4

        0.0
        0.0
        0.0
        0.0
        0.0

   25,359.1
        0.0

   25,359.1

TOTAL
M$

        0.0
        0.0

   81,071.5
  121,728.6
  102,291.2
   87,101.9
   85,603.2
   82,830.6
   79,719.9
   46,686.0
   16,484.8
   12,738.3
   10,505.9
    9,076.3
    8,056.9

  743,894.9
    5,503.4

  749,398.3

PERIOD
ENDING
M-D-Y

 12-31-2020
 12-31-2021
 12-31-2022
 12-31-2023
 12-31-2024
 12-31-2025
 12-31-2026
 12-31-2027
 12-31-2028
 12-31-2029
 12-31-2030
 12-31-2031
 12-31-2032
 12-31-2033
 12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          0
          2
          2
          2
          3
          5
          7
          9
          9
          7
          7
          7
          7
          7

NET

        0.0
        0.0
        1.2
        1.2
        1.2
        1.5
        1.9
        2.4
        2.9
        2.9
        1.6
        1.6
        1.6
        1.6
        1.6

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0

-16,624.6
15,799.8
31,632.6
24,703.9
25,760.7
24,583.3
24,717.3
16,393.0

5,641.4
2,826.0
1,917.0
1,319.5
1,266.2

159,936.2
1,834.0

161,770.2

CAPITAL
COST

M$

        0.0
        0.0

  157,919.2
        0.0
        0.0

    6,399.0
    9,790.5
    9,986.3
    8,488.3

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

  192,583.2
        0.0

  192,583.2

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

      891.4
    4,273.7
    4,359.1
    4,446.3
    3,570.4

   17,540.9
        0.0

   17,540.9

OPERATING
EXPENSE

M$

        0.0
        0.0

    9,315.6
   13,321.3
   11,559.5
    9,985.0
    9,312.3
    8,803.1
    8,465.5
    5,703.4
    1,489.9
    1,399.5
    1,354.2
    1,331.1
    1,321.1

   83,361.7
      991.8

   84,353.4

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

        0.0
        0.0

-69,538.7
92,607.4
59,099.0
46,014.0
40,739.7
39,458.0
38,048.8
24,589.6

8,462.1
4,239.0
2,875.5
1,979.3
1,899.3

290,473.0
2,677.7

293,150.7

CUM
M$

        0.0
        0.0

-69,538.7
23,068.7
82,167.7

128,181.7
168,921.4
208,379.4
246,428.2
271,017.7
279,479.8
283,718.8
286,594.4
288,573.7
290,473.0

290,473.0
293,150.7
293,150.7

DISC AT 10.000%

           
           

CUM
M$

        0.0
        0.0

-58,945.5
7,500.6

46,116.0
73,437.6
95,362.4

114,669.0
131,558.0
141,615.5
144,731.1
146,167.9
147,057.5
147,617.5
148,114.8

148,114.8
148,739.1
148,739.1

           
           

DISCOUNTED CASH FLOW PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CASH FLOW
M$

  206,996.2
  148,739.1
  108,225.6
   79,379.4
   58,427.8
   42,952.0
   31,357.1
   22,564.9
   15,830.7
   10,629.8
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESOURCES AND CASH FLOW
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESOURCES
OIL

MBBL

        0.0
       91.6

      609.1
      603.6
      466.6
      403.0
      351.3
      302.9
      156.7

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

    2,984.8
        0.0

    2,984.8
        0.0

    2,984.8

GAS
MMCF

        0.0
    1,057.6
    7,575.1
    7,328.7
    4,384.4
    3,010.5
    2,067.1
    1,419.3
      612.4

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   27,455.1
        0.0

   27,455.1
        0.0

   27,455.1

LOW ESTIMATE (1C) CONTINGENT RESOURCES 

OIL
MBBL

        0.0
        6.8

       45.6
       45.2
       34.9
       30.1
       26.3
       22.7
       11.7
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

      223.3
        0.0

      223.3

GAS
MMCF

        0.0
       65.7

      470.3
      455.0
      272.2
      186.9
      128.3
       88.1
       38.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

    1,704.5
        0.0

    1,704.5

NGL
MBBL

        0.0
        7.8

       55.7
       53.9
       32.2
       22.1
       15.2
       10.4
        4.5
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

      201.9
        0.0

      201.9

EQUIV
MBOE

        0.0
       25.9

      182.3
      177.5
      114.1
       84.5
       63.6
       48.3
       22.8
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

      719.0
        0.0

      719.0

AVERAGE PRICES
OIL

$/BBL

      0.00
     61.26
     64.56
     69.07
     71.44
     73.88
     76.26
     80.04
     83.24
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

     71.63
      0.00

     71.63

GAS
$/MCF

     0.000
     5.027
     5.238
     5.598
     5.725
     5.878
     6.020
     6.139
     6.259
     0.000
     0.000
     0.000
     0.000
     0.000
     0.000

     5.602
     0.000
     5.602

NGL
$/BBL

      0.00
     31.38
     33.03
     35.29
     36.47
     37.69
     38.88
     40.77
     42.37
      0.00
      0.00
      0.00
      0.00
      0.00
      0.00

     35.68
      0.00

     35.68

OIL
M$

        0.0
      419.6

    2,941.2
    3,118.5
    2,493.5
    2,226.8
    2,004.1
    1,813.3
      975.9

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   15,992.9
        0.0

   15,992.9

GAS
M$

        0.0
      330.1

    2,463.4
    2,547.1
    1,558.4
    1,098.6
      772.6
      540.9
      238.0

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

    9,549.0
        0.0

    9,549.0

NGL
M$

        0.0
      244.0

    1,839.7
    1,901.4
    1,175.7
      834.3
      590.9
      425.5
      190.8

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

    7,202.3
        0.0

    7,202.3

TOTAL
M$

        0.0
      993.7

    7,244.3
    7,567.0
    5,227.5
    4,159.7
    3,367.6
    2,779.7
    1,404.7

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   32,744.3
        0.0

   32,744.3

PERIOD
ENDING
M-D-Y

 12-31-2020
 12-31-2021
 12-31-2022
 12-31-2023
 12-31-2024
 12-31-2025
 12-31-2026
 12-31-2027
 12-31-2028
 12-31-2029
 12-31-2030
 12-31-2031
 12-31-2032
 12-31-2033
 12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          1
          1
          1
          1
          1
          1
          1
          1
          0
          0
          0
          0
          0
          0

NET

        0.0
        0.1
        0.1
        0.1
        0.1
        0.1
        0.1
        0.1
        0.1
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0
        0.0
        0.0

    8,867.4
      893.7
      731.5
      488.1

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   10,980.7
        0.0

   10,980.7

CAPITAL
COST

M$

        0.0
    2,975.5

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

    2,975.5
        0.0

    2,975.5

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

OPERATING
EXPENSE

M$

        0.0
      128.9
      783.5
      779.8
      559.4
      458.2
      388.7
      341.4
      184.4

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

    3,624.2
        0.0

    3,624.2

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

        0.0
-2,110.7
6,460.8
6,787.2
4,668.2

-5,165.9
2,085.2
1,706.8

732.2
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   15,163.9
        0.0

   15,163.9

CUM
M$

        0.0
-2,110.7
4,350.2

11,137.4
15,805.6
10,639.7
12,724.9
14,431.7
15,163.9
15,163.9
15,163.9
15,163.9
15,163.9
15,163.9
15,163.9

15,163.9
15,163.9
15,163.9

DISC AT 10.000%

           

CUM
M$

        0.0
-1,836.2
3,234.1
8,126.8

11,174.3
8,119.4
9,245.1

10,082.8
10,419.7
10,419.7
10,419.7
10,419.7
10,419.7
10,419.7
10,419.7

10,419.7
10,419.7
10,419.7

           

DISCOUNTED CASH FLOW PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CASH FLOW
M$

   12,483.9
   10,419.7
    8,797.4
    7,500.5
    6,448.2
    5,583.6
    4,865.3
    4,262.8
    3,753.2
    3,318.9
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESOURCES AND CASH FLOW
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESOURCES
OIL

MBBL

        0.0
        0.0

      413.9
    1,759.5
    2,176.1
    2,159.7
    1,041.9
      849.6
      709.1
      467.8
      245.1
      223.2
      204.9
      188.5

        8.8

   10,448.1
        0.0

   10,448.1
        0.0

   10,448.1

GAS
MMCF

        0.0
        0.0

    2,759.2
    7,807.2

   14,623.0
   11,705.4
    4,638.7
    3,738.2
    3,095.6
    2,270.0
    1,633.8
    1,488.2
    1,365.9
    1,256.6

       58.9

   56,440.6
        0.0

   56,440.6
        0.0

   56,440.6

BEST ESTIMATE (2C) CONTINGENT RESOURCES 

OIL
MBBL

        0.0
        0.0

       10.5
      167.0
      187.2
      173.1
       81.1
       61.5
       47.9
       27.1
        6.2
        5.6
        5.2
        4.8
        0.2

      777.4
        0.0

      777.4

GAS
MMCF

        0.0
        0.0

      105.0
      406.7
      846.9
      672.2
      238.2
      186.1
      149.7
      101.0
       62.2
       56.6
       52.0
       47.8
        2.2

    2,926.7
        0.0

    2,926.7

NGL
MBBL

        0.0
        0.0
        2.9

       28.8
       85.6
       67.9
       18.5
       13.8
       10.5
        5.6
        1.7
        1.6
        1.4
        1.3
        0.1

      239.8
        0.0

      239.8

EQUIV
MBOE

        0.0
        0.0

       31.5
      265.9
      418.9
      356.9
      140.7
      107.4
       84.2
       50.1
       18.6
       17.0
       15.6
       14.3
        0.7

    1,521.8
        0.0

    1,521.8

AVERAGE PRICES
OIL

$/BBL

      0.00
      0.00

     64.21
     71.41
     72.96
     74.95
     77.75
     81.32
     84.30
     87.83
     89.53
     92.40
     95.36
     99.06

    102.88

     75.92
      0.00

     75.92

GAS
$/MCF

     0.000
     0.000
     5.708
     5.910
     5.840
     5.994
     6.290
     6.433
     6.578
     6.801
     7.120
     7.277
     7.437
     7.600
     7.766

     6.139
     0.000
     6.139

NGL
$/BBL

      0.00
      0.00

     36.53
     33.58
     36.05
     37.37
     38.21
     40.34
     42.22
     44.57
     50.53
     52.12
     53.76
     55.80
     57.92

     37.44
      0.00

     37.44

OIL
M$

        0.0
        0.0

      671.6
   11,924.2
   13,661.0
   12,972.9
    6,306.6
    5,002.7
    4,035.9
    2,383.2
      554.5
      521.3
      493.7
      471.9
       23.0

   59,022.5
        0.0

   59,022.5

GAS
M$

        0.0
        0.0

      599.5
    2,403.3
    4,945.9
    4,029.1
    1,498.1
    1,197.4
      984.7
      686.7
      442.8
      412.2
      386.6
      363.5
       17.4

   17,967.4
        0.0

   17,967.4

NGL
M$

        0.0
        0.0

      106.2
      968.5

    3,086.7
    2,537.8
      707.4
      555.8
      444.6
      249.7
       87.0
       81.7
       77.4
       73.9
        3.6

    8,980.2
        0.0

    8,980.2

TOTAL
M$

        0.0
        0.0

    1,377.3
   15,296.1
   21,693.6
   19,539.8
    8,512.0
    6,756.0
    5,465.2
    3,319.6
    1,084.3
    1,015.2
      957.7
      909.2
       44.0

   85,970.0
        0.0

   85,970.0

PERIOD
ENDING
M-D-Y

 12-31-2020
 12-31-2021
 12-31-2022
 12-31-2023
 12-31-2024
 12-31-2025
 12-31-2026
 12-31-2027
 12-31-2028
 12-31-2029
 12-31-2030
 12-31-2031
 12-31-2032
 12-31-2033
 12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          1
          2
          3
          3
          3
          3
          3
          3
          3
          1
          1
          1
          1
          1

NET

        0.0
        0.1
        0.1
        0.3
        0.3
        0.3
        0.3
        0.3
        0.3
        0.3
        0.0
        0.0
        0.0
        0.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
        0.0

-14,778.4
2,026.2
3,004.3
2,636.7
1,673.2
1,629.1
1,182.8
-989.4

-1,464.7
-1,523.3
-1,579.2

15.6

-8,167.1
        0.0
-8,167.1

CAPITAL
COST

M$

        0.0
    2,975.5

   22,674.5
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   25,650.0
        0.0

   25,650.0

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

    4,478.6
    4,568.1
    4,659.5
    4,752.7

        0.0

   18,458.9
        0.0

   18,458.9

OPERATING
EXPENSE

M$

        0.0
        0.0

      102.4
      896.5

    1,566.4
    1,303.7
      704.3
      619.3
      563.0
      362.6
      111.8
      108.8
      106.5
      104.5

        5.1

    6,554.8
        0.0

    6,554.8

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

        0.0
-2,975.5

-21,399.6
29,178.0
18,101.0
15,231.7

5,171.1
4,463.5
3,273.2
1,774.2

-2,516.7
-2,197.0
-2,284.9
-2,368.8

23.3

43,473.5
        0.0

   43,473.5

CUM
M$

        0.0
-2,975.5

-24,375.1
4,802.8

22,903.8
38,135.6
43,306.6
47,770.1
51,043.3
52,817.5
50,300.9
48,103.8
45,818.9
43,450.1
43,473.5

43,473.5
43,473.5
43,473.5

DISC AT 10.000%

           

CUM
M$

        0.0
-2,558.8

-18,969.9
1,896.1

13,667.8
22,782.2
25,576.3
27,767.4
29,228.1
29,959.8
29,080.3
28,388.5
27,733.6
27,115.8
27,122.1

27,122.1
27,122.1
27,122.1

           

DISCOUNTED CASH FLOW PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CASH FLOW
M$

   34,466.4
   27,122.1
   21,295.2
   16,720.5
   13,137.4
   10,326.5
    8,113.4
    6,363.2
    4,972.2
    3,861.4
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ITHACA ENERGY (UK) LIMITED INTEREST

SUMMARY PROJECTION OF RESOURCES AND CASH FLOW
AS OF DECEMBER 31, 2019

All estimates and exhibits herein are part of this NSAI report and are subject to its parameters and conditions. BASED ON ESCALATED PRICE AND COST PARAMETERS

PERIOD
ENDING
M-D-Y

12-31-2020
12-31-2021
12-31-2022
12-31-2023
12-31-2024
12-31-2025
12-31-2026
12-31-2027
12-31-2028
12-31-2029
12-31-2030
12-31-2031
12-31-2032
12-31-2033
12-31-2034

SUBTOTAL
REMAINING
TOTAL
CUM PROD
ULTIMATE

GROSS RESOURCES
OIL

MBBL

        0.0
        0.0

      481.5
    2,161.5
    1,808.1
    4,241.6
    4,242.3
    1,214.2
      987.1
      813.9
      488.1
      326.0
      275.4
      213.7
      196.6

   17,449.9
      102.1

   17,552.1
        0.0

   17,552.1

GAS
MMCF

        0.0
        0.0

    3,210.0
    7,453.2
    5,654.0

   14,093.5
   14,926.6
    4,603.2
    3,897.8
    3,363.8
    2,398.0
    1,771.3
    1,597.9
    1,424.6
    1,310.6

   65,704.7
      680.8

   66,385.5
        0.0

   66,385.5

HIGH ESTIMATE (3C) CONTINGENT RESOURCES 

OIL
MBBL

        0.0
        0.0

       12.2
      230.6
      240.6
      791.8
      439.5
      100.0
       76.5
       59.3
       32.2
       18.4
       13.0
        5.4
        5.0

    2,024.6
        2.6

    2,027.2

GAS
MMCF

        0.0
        0.0

      122.2
      386.8
      294.2
      823.3
      878.2
      239.8
      198.5
      167.7
      110.0
       73.4
       64.4
       54.2
       49.9

    3,462.5
       25.9

    3,488.4

NGL
MBBL

        0.0
        0.0
        3.4

       23.1
       17.6
       83.8
       92.7
       18.8
       15.2
       12.5
        6.5
        2.7
        2.2
        1.5
        1.4

      281.4
        0.7

      282.1

EQUIV
MBOE

        0.0
        0.0

       36.6
      320.4
      309.0

    1,017.6
      683.6
      160.2
      125.9
      100.8
       57.7
       33.8
       26.3
       16.3
       15.0

    2,903.0
        7.8

    2,910.8

AVERAGE PRICES
OIL

$/BBL

      0.00
      0.00

     64.21
     71.69
     73.84
     75.51
     77.28
     81.55
     84.60
     88.01
     91.39
     94.55
     97.16
     99.06

    102.88

     76.89
    105.78
     76.93

GAS
$/MCF

     0.000
     0.000
     5.708
     5.997
     6.131
     5.993
     6.109
     6.414
     6.546
     6.683
     6.935
     7.231
     7.405
     7.600
     7.766

     6.252
     7.936
     6.265

NGL
$/BBL

      0.00
      0.00

     36.53
     31.91
     32.95
     37.19
     38.58
     39.83
     41.68
     43.74
     45.45
     47.51
     50.24
     55.80
     57.92

     38.25
     59.52
     38.30

OIL
M$

        0.0
        0.0

      781.3
   16,533.7
   17,768.0
   59,791.7
   33,962.5
    8,155.6
    6,475.5
    5,221.6
    2,944.8
    1,739.9
    1,261.9
      535.0
      511.1

  155,682.6
      273.0

  155,955.6

GAS
M$

        0.0
        0.0

      697.4
    2,319.5
    1,803.7
    4,934.2
    5,364.7
    1,538.3
    1,299.3
    1,120.6
      763.2
      530.6
      476.5
      412.1
      387.4

   21,647.4
      205.6

   21,853.1

NGL
M$

        0.0
        0.0

      123.5
      736.3
      580.8

    3,117.1
    3,576.7
      749.1
      632.9
      547.4
      293.8
      130.4
      110.8
       83.8
       80.0

   10,762.6
       42.7

   10,805.3

TOTAL
M$

        0.0
        0.0

    1,602.3
   19,589.5
   20,152.5
   67,843.0
   42,903.8
   10,443.0
    8,407.7
    6,889.6
    4,001.8
    2,400.9
    1,849.2
    1,030.8
      978.6

  188,092.6
      521.3

  188,613.9

PERIOD
ENDING
M-D-Y

 12-31-2020
 12-31-2021
 12-31-2022
 12-31-2023
 12-31-2024
 12-31-2025
 12-31-2026
 12-31-2027
 12-31-2028
 12-31-2029
 12-31-2030
 12-31-2031
 12-31-2032
 12-31-2033
 12-31-2034

SUBTOTAL
REMAINING
TOTAL OF  50.0 YRS

NUMBER OF
ACTIVE COMPLETIONS
GROSS

          0
          1
          2
          3
          4
          4
          4
          3
          3
          3
          3
          2
          2
          1
          1

NET

        0.0
        0.1
        0.1
        0.3
        0.7
        0.7
        0.7
        0.3
        0.3
        0.3
        0.3
        0.2
        0.2
        0.0
        0.0

NET DEDUCTIONS/EXPENDITURES
TAXES

PRODUCTION
M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

        0.0
        0.0
        0.0

INCOME
M$

        0.0
        0.0
-8,258.4
-6,445.6
-3,256.6
21,543.7
15,205.4

2,959.2
2,467.3
2,508.9
1,443.3

      865.6
      657.7
-1,533.1
-1,591.1

   26,566.2
-3,672.0
22,894.2

CAPITAL
COST

M$

        0.0
    2,975.5

   22,674.5
        0.0

   22,514.6
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

   48,164.6
        0.0

   48,164.6

ABDNMNT
COST

M$

        0.0
        0.0
        0.0
        0.0
        0.0
        0.0
        0.0

    1,045.3
    1,066.2

        0.0
        0.0
        0.0
        0.0

    4,752.7
    4,847.7

   11,711.9
    9,988.3

   21,700.2

OPERATING
EXPENSE

M$

        0.0
        0.0

      116.0
      954.1

    1,472.0
    7,790.1
    3,167.0
      747.6
      671.0
      617.4
      393.6
      236.9
      205.0
      110.8
      108.6

   16,590.1
       59.6

   16,649.7

           

           
           
           
           
           
           
           
           
           
           
           
           
           
           
           

UNDISCOUNTED
PERIOD

M$

        0.0
-2,975.5

-12,929.7
25,081.0

-577.5
38,509.2
24,531.4

5,691.0
4,203.1
3,763.3
2,164.9
1,298.4

      986.5
-2,299.6
-2,386.7

   85,059.8
-5,854.6
79,205.2

CUM
M$

        0.0
-2,975.5

-15,905.3
9,175.8
8,598.3

47,107.4
71,638.9
77,329.8
81,532.9
85,296.3
87,461.2
88,759.5
89,746.0
87,446.5
85,059.8

85,059.8
79,205.2
79,205.2

DISC AT 10.000%

           

CUM
M$

        0.0
-2,558.8

-12,297.7
5,663.5
5,552.2

28,389.5
41,759.9
44,545.4
46,413.2
47,940.4
48,748.8
49,184.3
49,486.4
48,887.7
48,322.2

48,322.2
47,110.9
47,110.9

           

DISCOUNTED CASH FLOW PROFILE
DISC RATE

%

      5.000
     10.000
     15.000
     20.000
     25.000
     30.000
     35.000
     40.000
     45.000
     50.000

CASH FLOW
M$

   61,120.2
   47,110.9
   36,486.8
   28,460.5
   22,373.8
   17,724.3
   14,142.1
   11,357.2
    9,172.9
    7,445.1
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SUMMARY - CERTAIN PROPERTIES
LOCATED IN OTHER NONOPERATED FIELDS 

UNITED KINGDOM SECTOR OF THE NORTH SEA

FUTURE NET CASH FLOW
AFTER UK CORPORATE INCOME TAXES

WORKING INTEREST RESOURCES WORKING INTEREST REVENUE AFTER ROYALTIES
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Delek Group Ltd.  

 
 

Board of Directors' report on the state of the Company's affairs 
for the year ended December 31, 2019 

 

 

The Board of Directors of the Delek Group Ltd. ("the Company" and/or "the Group"), hereby presents the 
Company's Board of Directors' Report for the year ended December 31, 2019. 

A. The Board of Directors’ explanations on the state of the Company's 
affairs: 

1. Description of the Company and its business environment 

The Company operates mainly through investees engaged in oil and gas exploration and production in 
Israel and abroad, and in marketing fuel products in Israel. In this regard it is noted that, in the fourth 
quarter of 2019, the Company completed the sale of its insurance and finance operations in Israel 
(The Phoenix). Furthermore, in November 2019, the Group completed the acquisition of assets in the 
North Sea, as detailed below.  

The Group's financial data and its operating results are affected, among other things, by the financial 
data and operating results of its investees, and by its sale or acquisition of holdings. The Company's 
cash flow is affected, among other things, by dividends and management fees received from its 
investees, by inflows originating from the disposal of its holdings therein, by its ability to raise financing 
in Israel and abroad which depends, among other things, on the value of its holdings, financial market 
conditions in Israel and abroad, and by investments made by the Group and the dividends it 
distributes to its shareholders. 

The Company’s financial statements as of December 31, 2019 include notes (Notes 1B and 1C) to 
which the Company’s auditors draw attention, concerning the coronavirus crisis and the extremely 
significant drop in global oil and gas prices which occurred subsequent to the financial position 
statement date including concerning: a significant decrease, subsequent to the financial position 
statement date, in the value of the Group’s assets and the equity attributable to Company 
shareholders; non-compliance with financial covenants subsequent to the financial position statement 
date in connection with financial liabilities and calls for immediate repayment of certain liabilities and 
the Company’s subsequent appeals to the courts; serious concern for future non-compliance with the 
equity requirements set in the deeds of trust for the debentures, if there is no significant upturn in 
events such as a significant increase in oil and gas prices; rating downgrades for the Company’s 
debentures subsequent to the financial position statement date and the Company’s position in this 
matter; and a deficit in the Company’s working capital and the cash requirements of the Company and 
its staff companies. 

As detailed in Note 1C, the Company’s plans for repaying its liabilities and those of its staff companies 
on time are based on disposing of assets and investments, dividend inflows from subsidiaries, and on 
reaching understandings with debenture-holders and financial institutions, whereby creditors would 
agree to a standstill and withhold any call for immediate repayment to which they may be entitled while 
the Company provides them with additional sureties and updates the terms of the agreements with 
these creditors. 

The Company’s Management is negotiating with said debenture-holders and financial institutions, and 
believes that such agreements can be reached. However, as of the financial statements’ approval 
date, such agreements have not yet been formulated. 
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Completion of the Company’s plans is outside the Company’s sole control and depends, among other 
things, on disposal of assets and dividend inflows from subsidiaries and particularly on formulation of 
binding agreements with debenture-holders and financial institutions which, as aforesaid, have not yet 
been formulated as of the financial statements’ approval date. These factors, along with additional 
factors mentioned in said note, raise significant doubt concerning the Company’s continued operation 
as a going concern. The financial statements did not include adjustments to asset and liability values 
or classifications, which may become necessary should the Company not be able to continue 
operating as a going concern. 
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2. Principal Operations  

Oil and gas operations in and around Israel 

− The Group's gas and oil operations in Israel are carried out mainly through Delek Drilling Limited 
Partnership ("Delek Drilling" or "the Partnership"). As of the financial statements' approval date, 
the Partnership mainly deals in the exploration, development and production of natural gas, 
condensate and oil, and in promoting the use of infrastructures for exporting natural gas, in order 
to increase natural gas sales. The Partnership is also studying commercial opportunities for 
exploration, development, and production of natural gas and oil in the Mediterranean Basin. 

− According to the Gas Outline Plan, the Partnership must transfer all its rights in the Tamar and 
Dalit leases by December 2021 (for information about the Gas Outline Plan, see Note 12M(1) to 
the consolidated financial statements). Therefore, as of the financial statements' approval date, 
the Partnership is studying and pursuing several options, including the sale of its remaining direct 
holdings in the Tamar and Dalit leases to a third party, or splitting the Partnership's assets so that 
the assets and liabilities attributable to the Tamar and Dalit leases or the Partnership's assets and 
liabilities not attributable to the Tamar and Dalit leases would be transferred to a public company, 
either Israeli or foreign, whose shares would be divided among holders of participation units. For 
more information, see Note 12O to the consolidated financial statements.  

− In the reporting year, the bulk of Delek Drilling's revenues derived from gas sales from the Tamar 
Reservoir. Development of the Leviathan Reservoir was also completed in the reporting year. It is 
noted that, in the reporting year, Noble notified the Leviathan partners of an additional USD 102 
million (100%) decease in the development budget from the total approved budget.1 This brought 
the decrease in the development budget to a total of USD 217 million (100%; Partnership's share 
- USD 98 million). Upon receiving the Ministry of Environmental Protection's approval for the 
Leviathan rig's run-in program, on November 19, 2019 the run-in period began for the Leviathan 
rig and its associated infrastructure.  

− On December 31, 2019, supply of natural gas started from the Leviathan Reservoir to the 
domestic market, and supply of natural gas to Jordan began on January 1, 2020. Supply of gas to 
Egypt under the agreement with Dolphinus Holdings Limited began on January 15, 2020. For 
more information, see Note 12K to the consolidated financial statements. 

− On November 6, 2019, the EMG transaction was completed, and the full consideration was 
transferred, to the amount of USD 520 million (100%). For more information, see Note 12E to the 
consolidated financial statements. 

− As of the financial statements' approval date, the Partnership and its partners in the Leviathan 
Project are studying various options for increasing production from the Leviathan Reservoir above 
the Phase 1A level while also studying options for Phase 1B, based on existing infrastructure. 
The Partnership and its partners in the Leviathan Project are working to update the development 
plan accordingly, so as to allow production capacity to be increased to 24 BCM a year. For more 
information, see Note 12D to the consolidated financial statements. 

− On December 26, 2019, a transaction was completed to sell all of the Company's direct rights to 
overriding royalties from the Tamar and Dalit reservoirs to several institutional investors, for a 
cash consideration of USD 46.2 million (NIS 160 million). For more information, see Note 12C(5) 
to the consolidated financial statements. 

− In May 2019, Energean announced a natural gas discovery in the Karish North 1 well, on the I/17 
Karish lease. Furthermore, in November 2019, Energean announced that assessments carried 
out in the Well had confirmed best estimate resources of 25 BCM natural gas, and 34 mmbbl of 
light oil and/or condensate.   

− Subsequent to the financial position statement date, on April 9, 2020, Energean announced that it 
had completed the resource assessment report for the Karish North Reservoir. Energean further 
announced that it had filed an addition to the Tanin and Karish reservoirs' development plan with 

 
1  In this translation of the Board of Directors' Report, all amounts should be understood by the reader to be rounded to 

the nearest billion, million, or thousand, as the case may be. 
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the Ministry of Energy. For more information, see also Note 12G to the consolidated financial 
statements. 

− In the reporting year, the Group companies (the Company, Delek Energy Systems Ltd., Cohen 
Oil and Gas Development Ltd., and Delek Drilling) updated the fair value of royalties receivable 
from the Karish and Tanin leases which had been sold to Energean. Following these updates, the 
post-tax profit attributable to the Company's shareholders totaled NIS 149 million. As of 
December 31, 2019, the fair value of amounts receivable for the royalties component totaled NIS 
1,015 million (Delek Drilling's share - NIS 560 million; the Company's and Delek Energy's share - 
NIS 344 million; Cohen Development's share - NIS 111 million). 

− On August 1, 2019, Delek Drilling signed two loan agreements with a consortium of banks 
headed by HSBC Bank Plc and J.P. Morgan Limited with the participation of Citibank N.A. Israel 
Branch and Goldman Sachs Bank USA. The agreements concerned the issue of two credit 
facilities to a total amount of USD 300 million, under two loans - one of up to USD 75 million, and 
one of up to USD 225 million. As of the financial statements' approval date, the Partnership is 
studying various options to refinance the loans it took out to fund the Leviathan Project which, 
under the financing agreements, are due for repayment on December 2020 and February 2021, 
respectively. Such refinancing could be carried out through the issue of debentures and/or 
through bank funding, to an amount of no less than USD 2.1 billion. For more information about 
these loans, see Note 12J to the consolidated financial statements. 

− Subsequent to the financial position statement date, in March 2020, Delek Energy sold 5% of 
Delek Drilling’s capital (for more information, see Note 10J to the consolidated financial 
statements). Furthermore, subsequent to the financial position statement date, in April 2020, the 
Group sold its investment in Cohen Gas and Oil Development Ltd., for a total consideration of 
NIS 207 million (for more information, see Note 10N to the consolidated financial statements). 
Following these sales, the equity attributable to the Company’s shareholders is expected to 
decrease, at this stage (based on data from the financial statements as of December 31, 2019), 
by NIS 500 million (including attribution to a reserve from transactions with non-controlling 
interests). 

Oil and gas operations in the North Sea 

− The Group's operations in this segment are carried out through Ithaca Energy Ltd. ("Ithaca"), a 
wholly-owned Group subsidiary dealing in oil and gas exploration, production and sale in the 
North Sea, and holding the rights to oil assets located in the North Sea in territorial waters off the 
coast of England. Furthermore, Ithaca serves as the operator in some of its assets.  

− At this time, Ithaca's development and production operations mainly focus on developing 
reservoirs in the Greater Stella Area ("GSA").  Production in the GSA is conducted from a central 
floating platform known as FPF-1. In December 2018, Ithaca completed a transaction in which it 
acquired from its partners additional rights to facilities and licenses in the GSA Project. Following 
such purchases, Ithaca holds all rights to the FPF-1 facility, and all rights to the Project licenses, 
except for the Vorlich license (in which it holds a 34% stake) and the Courageous license (in 
which it holds a 55% stake). This purchase materially increased Ithaca's share in the reserves 
and production of the GSA Project, and allows Ithaca to have full control and long-term flexibility 
in developing the project's production assets. 

− In the reporting period, Ithaca continued production from the Stella and Harrier reservoirs, located 
in the GSA. Ithaca is also continuing development of the Vorlich reservoir (which is expected to 
come online in 2020). Over the next few years, Ithaca plans to drill additional wells in the Greater 
Stella Area, and connect them to FPF-1. In addition, a water injection well has recently been 
drilled in the Cook field (outside the GSA; Ithaca's share - 61.3%), in order to increase pressure 
and accelerate production from the reservoir. Drilling of the well was completed in the third 
quarter of 2019. In November 2019, the well began injecting seawater into the reservoir. 

− On November 8, 2019, Ithaca completed a strategic transaction for acquiring 100% of the shares 
of Chevron North Sea Limited ("CNSL") from Chevron Products UK Limited ("the Seller"). CNSL 
holds various right interests in ten production oil and gas assets located in the North Sea offshore 
of England, drilling and exploration licenses, a pipeline and infrastructure, and skilled professional 
staff, all of which were included in the acquisition. CNSL serves as the operator for four of the 
acquired assets, accounting for 67% of all 2P reserves in the acquired assets.  
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− The consideration paid upon the transaction's completion, net of amounts accrued by CNSL since 
January 1, 2019, amounted to USD 1.477 billion (in addition to USD 200 million which were part 
of the consideration for the purchase and which were paid to the Seller as a deposit upon the 
agreement's signature in May 2019). A sum of USD 50 million was also paid against working 
capital.  

− To finance the consideration and its additional capital requirements to complete the transaction, 
Ithaca relied mainly on the following sources:  

1)  A reserve-based lending (RBL) facility of USD 1,100 million for a period of 5 years (of which 
USD 600 million were used to repay a previous Ithaca debt);  

2)  Issue of USD 500 million in debentures by Ithaca; 

3)  A USD 200 million loan from a foreign bank received by a wholly-owned Group subsidiary 
near the transaction's completion date;  

4)  The remaining balance, including the advance paid upon the agreement's signature, was 
provided from the Company's and Ithaca's own funds. It is emphasized that, as part of the 
financing behind Ithaca's acquisition of CNSL's rights, a USD 300 million guarantee by the 
Company toward Ithaca was canceled. 

− In addition, upon the transaction's completion, Ithaca provided letters of credit out of and as part 
of the RBL facility it had secured as aforesaid. These letters of credit guarantee CNSL's 
abandonment obligations for the acquired assets.  

For more information on this transaction, see Note 10F(3) to the consolidated financial 
statements. 

Upon the transaction's completion, Ithaca Group companies signed agreements with BP Group 
companies to distribute and market the acquired assets' oil and gas output, for a five-year period. 
On December 18, 2019, DKL and the Company signed an allocation agreement with a financial 
institution working on BP's behalf. Under this agreement, a total of USD 50 million were invested 
in DKL with an automatic conversion mechanism into ordinary shares in a listed company upon 
an initial public offering (IPO) of Ithaca or an Ithaca associate, at a value of USD 2.5 billion. See 
also Note 19 to the consolidated financial statements. 

− In 2019, the Group included a provision for impairment of oil and gas assets in the North Sea 
(mainly in connection with the GSA Reservoir), to the amount of USD 199 million (USD 120 
million, post-tax). This impairment was due, among other things, to a decrease in the project's 
estimated reserves, and lower forecast prices for oil and gas. For more information, see Note 12R 
to the consolidated financial statements. 

Oil and gas exploration in the Gulf of Mexico 

− Oil and gas operations in the Gulf of Mexico are carried out through Delek GOM Investments 
LLC, a wholly-owned foreign subsidiary of the Group ("Delek GOM"). In January 2018, Delek 
GOM entered a partnership with GulfSlope Energy Inc. and Texas South Energy Inc. ("GulfSlope" 
and "Texas South", respectively) for exploration activities in this region. The oil assets in the 
agreement constitute 12 federal licenses for shallow-water (water depth of less than 150 meters) 
exploration, development and production of oil and gas in the Gulf of Mexico, US.  

− At the start of September 2018, the drilling rig reached the exploration site in the Tau prospect, 
located in the SS-351 license in the Gulf of Mexico, and began drilling.  

The operator announced that, in drilling toward the salt layer, the operator encountered difficulties 
due, among other things, to displacements in the rock layers. This required changes in the drilling 
plan and structure, and caused significant delays. In May 2019, the operator recommended 
sealing and abandoning the well, in a manner that would allow re-entry at a later date. In light of 
uncertainty concerning plans to continue drilling the well (which increased subsequent to the 
financial position statement date), the Group's management decided, at this time, to include a 
provision for impairment of the investment in the well, to the amount of USD 53 million (NIS 182 
million), after accounting for expected insurance payments which have yet to be received.   

Furthermore, as of December 31, 2019, in light of uncertainty concerning continued drilling in the 
Tau Project (GulfSlope’s key asset), as aforesaid, Delek GOM fully amortized its investment in 
GulfSlope. The total loss recognized in 2019 on this investment was USD 13 million (NIS 43 
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million), presented under the ‘Group’s share in the earnings (losses) of operating associates, net’ 
item. 

− For more information, see Note 12S to the consolidated financial statements. 

Other Operations 

− Sale of The Phoenix shares 

On November 3, 2019, the transaction was completed whereby the Company sold 32.5% of The 
Phoenix's share capital to companies controlled by Centerbridge Partners LP and Gallatin Point 
Capital LLC which are international private equity funds ("the Buyers"). The sale was made for a 
consideration which, as of the transaction's completion date, totaled NIS 1.57 billion, after 
adjustments for dividends paid by The Phoenix up to the completion date. Of this amount, the 
Company received NIS 1.335 billion in cash at the completion date, and the rest was provided to 
the Buyers as a loan, as detailed below.  

The agreement prescribed various adjustments to the selling price, which may increase the total 
consideration that the Company will receive above the aforesaid NIS 1.57 billion, by up to NIS 
866 million, subject to certain adjustments; or may decrease the total consideration by up to NIS 
196 million. These adjustments refer to The Phoenix's profits prior to the completion date; 
adjustments caused by an increase or decrease in The Phoenix's share price; and the Buyers' 
yield indices over the investment period in The Phoenix. 

Part of the consideration paid by the Buyers was financed through a senior loan which the Buyers 
secured from financial institutions, to the amount of NIS 548 million. The Company has signed a 
credit support agreement with these financial institutions to back the said loan in case of certain 
events as dictated by the agreement. Furthermore, as part of the agreement to sell The Phoenix's 
shares, the Company provided the Buyers a subordinate loan of NIS 235 million. The loan is for a 
period of 5 years (with an option to extend the loan for a further two years under certain 
conditions). For more information, see Note 10E(4) to the consolidated financial statements. 

It is noted that The Phoenix's contribution to the net profit attributable to Company shareholders 
totaled NIS 230 million in the reporting year (in the fourth quarter of 2019 - NIS 53 million).  

It is also noted that, after the transaction's completion in the fourth quarter of 2019, the Company 
has ceased consolidating The Phoenix's financial statements. This has led to a significant 
decrease in the Group's asset and liability balances.  

Subsequent to the financial position statement date, on April 27, 2020, the Company notified the 
bank with which it had entered into a swap transaction to sell 12,500,000 shares in The Phoenix 
that it was ending the transaction early and releasing to Company NIS 82 million in cash which 
had been pledged to the bank as collateral, as common in such transactions. The shares were 
sold in off-TASE transactions for a total consideration of NIS 214 million. 

With this transaction closed, the Company has two swap transactions remaining, each for 
6,250,000 shares in The Phoenix (jointly accounting for 5% of The Phoenix’s share capital). Near 
the financial statements’ approval date, liabilities through these swaps totaled NIS 264 million, the 
market value of the swap shares totaled NIS 229 million, and the deposits pledged against these 
two transactions totaled NIS 123 million. A further 10,908,317 participation units in Delek Drilling 
were pledged, with a value of NIS 50 million. 

For more information, see also Note 10E to the consolidated financial statements. 

− Sale of IDE shares 

On February 28, 2019, a transaction was completed for selling 30% of IDE's share capital. Post-
sale, the Group held 20% of IDE's shares. The total amount received by the Group for this 
transaction (consideration for the shares and dividend distributions) was NIS 530 million. The 
Group's gains (post-tax) on the sale of these shares totaled NIS 123 million.  

Furthermore, subsequent to the financial position statement date, in March 2020, the Group sold 
its remaining holdings (20%) in IDE, for a total consideration of NIS 164 million. Thus, in the first 
quarter of 2020, the Group is expected to recognize net gains of NIS 20 million (post-tax). 

For more information, see also Note 10I to the consolidated financial statements. 
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− Sale of Delek Automotive shares: 

In December 2019, the Company sold its remaining holdings (22.5%) in Delek Automotive in two 
off-TASE transactions, for a total consideration of NIS 404 million. The Company therefore 
presented Delek Automotive's results under the 'Profit (loss) from discontinued operations, net' 
item. It is noted that the total contribution of the Company's holdings in Delek Automotive to net 
profit attributable to Company shareholders in the reporting year amounted to NIS 132 million (in 
the fourth quarter of 2019 - NIS 117 million).  

For more information, see Note 10G to the consolidated financial statements. 

− Subsequent to the financial position statement date, the Supreme Court handed down its ruling in 
the appeal on whether Delek USA’s undistributed but distributable earnings could be deducted 
from capital gains accrued by the Company in previous years. The Court accepted the tax 
appraiser’s position and overturned the district court’s ruling. 

In light of this ruling, the Group included a NIS 213 million provision for taxes payable (plus 
linkage and interest). For more information, see also Note 32(3) to the consolidated financial 
statements. 

− Sale of investment property 

On January 2, 2019, the Company signed an agreement with Fattal Hotels Ltd. ("Fattal") whereby 
the Company sold to Fattal (through musha'a rights) 28.3% of the Company's ownership of a 
property in consideration for NIS 103 million. Fattal also received rights to 1/3 of the rental fees 
which it pays under the lease agreement. As part of this transaction, the Company and Fattal 
signed a loan agreement, whereby the Company would provide Fattal a loan of NIS 39 million, 
linked to the CPI and bearing 2.96% interest, to pay for the consideration. On February 3, 2019, 
the preconditions for the sale were met and the transaction was completed. In the reporting year, 
the Company recognized gains of NIS 23 million on this sale. 

Furthermore, subsequent to the financial position statement date, in March 2020, the Company 
sold to Gadot its title to land in the Haifa Bay area, on which Gadot’s facility is located. 
Consideration for this sale totaled NIS 33 million, approximately reflecting the land’s carrying 
amount as of December 31, 2019. 

Dividend distributions 

− On March 31, 2019, the Company announced a dividend of NIS 140 million. This dividend was 
paid on April 29, 2019. 

− On May 29, 2019, the Company announced a dividend of NIS 120 million. This dividend was paid 
on June 27, 2019. 
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3. Results of Operations 

A) Net profit attributable to the Company's shareholders totaled NIS 234 million in the reporting 
year, as compared to a net profit of NIS 517 million in the same period last year.  

Contribution to net profit attributable to Company shareholders from principal operations (NIS 
millions): 

 2019  2018  2017 

      

Oil and gas exploration and production in and around Israel *) 384  437  364 

Oil and gas exploration and production in the North Sea **) 285  283  20 

Fuel operations in Israel 91  70  100 

Contribution of continuing operations before 
discontinued operations and capital and other gains 

760  790  484 

Finance, tax, and other income (expenses) ***) (526)  (273)  732 

Net profit attributable to Company shareholders 234  517  1,216 

*) Excluding gains on the sale of oil and gas assets and revaluation of amounts receivable and a right to 
royalties from the Karish and Tanin leases and the Tamar and Dalit leases; and also excluding losses 
recognized in profit or loss from fair value adjustments to the balance of the investment in Tamar 
Petroleum, included under the 'Finance, tax, and other income (expenses)' item. 

**) In 2019, the item does not include NIS 413 million (post-tax) (USD 120 million) in impairment losses 
on oil and gas assets, included under the 'Finance, tax and other income (expenses)' item. In 2018 - 
excluding gains from a bargain purchase of the partners' share in the GSA reservoirs and one-time 
write-downs included under the 'Finance, tax, and other income (expenses)' item. 

***) Amounts included under the ‘Finance, tax, and other income (expenses) item (NIS millions): 

 2019  2018  2017 

      

Effects of revaluations and capital gains upon selling the 
right to overriding royalties from the Tamar and Dalit 
reservoirs and gains on selling 9.25% of the Tamar and Dalit 
reservoirs 

11  (37)  873 

Effects of revaluating contingent considerations and rights to 
royalties from the Karish and Tanin reservoirs 

163  150  42 

Gains from acquiring control -  116  148 

Impairment of gas, oil, and other assets in gas and oil 
operations 

(718)  (105)  (182) 

Capital gains on asset sales (mainly sale of IDE shares) 146  -  - 

Discontinued operations *) 150  (38)  451 

Other (mainly finance expenses) (278)  (359)  (600) 

Total (526)  (273)  732 

*) In 2018 and 2019 – including taxes from selling the investment in Delek USA. 
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B) The loss attributable to the Company's shareholders in the fourth quarter of 2019 amounted to 

NIS 311 million, as compared to a loss of NIS 219 million in the same quarter last year.  

Contribution to net profit attributable to Company shareholders from principal operations, by 
quarter (NIS millions): 

 Q1/2019 Q2/2019 Q3/2019 Q4/2019  Q1/2018 Q2/2018 Q3/2018 Q4/2018 

          

Oil and gas exploration 
and production in and 
around Israel *) 

117 58 99 110  99 106 123 108 

Oil and gas exploration 
and production in the 
North Sea **) 

57 27 2 199  53 (32) 88 174 

Fuel operations in Israel 9 39 30 13  32 27 34 (23) 

Contribution of 
continuing operations 
before discontinued 
operations and capital 
and other gains 

183 124 131 322  184 101 245 259 

Finance, tax, and other 
income (expenses) ***) 

107 66 (66) (633)  59 69 78 (478) 

Net profit (loss) 
attributable to 
Company shareholders 

290 190 65 (311)  243 170 323 (219) 

*) Excluding gains on the sale of oil and gas asset operations and revaluation of amounts receivable 
and a right to royalties from the Karish, Tanin, Tamar and Dalit leases; and also excluding losses 
from fair value adjustments to the balance of the investment in Tamar Petroleum, included under the 
'Finance, tax, and other income (expenses)' item. 

**) Excluding gains in 2018 from a bargain purchase of the partners' share in the GSA reservoirs. In 
2018-2019 - excluding one-time write-downs included under the 'Finance, tax, and other income 
(expenses)' item. 

***)  In the fourth quarter of 2019, the item includes effects from revaluations and capital gains upon 
selling the rights to overriding royalties from the Tamar and Dalit reservoirs, to the amount of NIS 17 
million, as compared to a loss of NIS 5 million in the same period last year. In the fourth quarter of 
2019 the item also includes gains on the revaluation of contingent considerations and the right to 
royalties from the Karish and Tanin reservoirs, to the amount of NIS 49 million, as compared to a loss 
of NIS 27 million in the same period last year. Furthermore, in the fourth quarter of 2019, the item 
also includes losses from impairment of gas, oil, and other assets in gas and oil operations, to the 
amount of NIS 633 million (NIS 43 million in the same period last year). Overall losses from 
discontinued operations included in this item totaled NIS 44 million in the fourth quarter of 2019 (USD 
423 million in the same quarter last year). Furthermore, in the fourth quarter of 2018, the item 
included gains upon assuming control, to the amount of NIS 116 million. 

 

For information concerning each operating segment's contribution to profits, see this report 
below. 
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C) Revenues from operating activities (NIS millions): 

The Group’s revenues in the reporting year totaled NIS 8.8 billion, as compared to NIS 8.1 
billion in the same period last year, as detailed in the table below (NIS millions): 

 2019 2018  10-12/2019 10-12/2018 

Oil and gas exploration and production 
in and around Israel 

1,332 1,412  320 351 

Oil and gas asset development and 
production in the North Sea 

2,062 1,174  1,100 262 

Fuel operations in Israel 4,912 5,034  1,162 1,278 

Other segments including adjustments 491 508  121 120 

Total revenues 8,797 8,128  2,703 2,011 

 

See also Note 34 to the consolidated financial statements - Information Regarding Operating 
Segments. 

 

D) Operating profit (NIS millions): 

 2019 2018  10-12/2019 10-12/2018 

Oil and gas exploration and production 
in and around Israel 

649 1,114  194 248 

Oil and gas asset development and 
production in the North Sea  

(104) 510  (370) 178 

Fuel operations in Israel 164 128  29 (13) 

Other segments including adjustments 34 (114)  (117) 37 

Total operating profit 743 1,638  (264) 450 

 

See also Note 34 to the consolidated financial statements - Information Regarding Operating 
Segments. 

 

E) The Group’s share in the profits (losses) of associate companies, net (NIS millions): 

The Group's share in the results of its principal associates (1): 

 2019 2018  10-12/2019 10-12/2018 

FPF 1 1) - 50  - 13 

IDE 2) 15 27  10 11 

Tamar Petroleum 3) - 39  - 19 

Other (40) 1  (36) (3) 

Total (25) 117  (26) 40 

1)  Reflects Ithaca's share in the results of an investee. In December 2018, Ithaca acquired control of 
this investee. 

2)  Subsequent to the financial position statement date, the Group disposed of its remaining holdings in 
IDE's shares (see also Note 10I to the consolidated financial statements). 

3)  Ceased being an associate company in the reporting year (see also Note 10H to the consolidated 
financial statements).  
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F) Highlights from the Company's consolidated income statements (NIS millions): 

 2019 2018  10-12/2019 10-12/2018 

      

Revenues 8,797 8,128  2,703 2,011 

Cost of revenues 6,510 5,870  1,934 1,452 

Gross profit 2,287 2,258  769 559 

      

Sales, marketing and gas station operating 
expenses 

487 543 
 

127 136 

General and administrative expenses 193 186  41 53 

Group's share in earnings (losses) of operating 
associates, net 

(39) 93 
 

(35) 33 

Other income (expenses), net (825) 16  (830) 47 

Operating profit (loss) 743 1,638  (264) 450 

      

Finance income 572 562  109 12 

Finance expenses (1,318) (1,284)  (497) (288) 

Profit (loss) after finance expenses, net (3) 916  (652) 174 

      

Group's share in earnings of associates, net 14 24  9 7 

Profit (loss) before income tax 11 940  (643) 181 

      

Tax benefit (391) (16)  (489) (119) 

Profit (loss) from continuing operations 402 956  (154) 300 

Profit (loss) from discontinued operations, net 384 324  (44) (437) 

Net profit (loss) 786 1,280  (198) (137) 

      

Attributable to -      

Company shareholders 234 517  (311) (219) 

Non-controlling interests 552 763  113 82 

 786 1,280  (198) (137) 
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G) Movement in comprehensive income (loss) (in NIS millions): 

 2019 2018  10-12/2019 10-12/2018 

Net profit  786 1,280  (198) (137) 

Other comprehensive income (loss) from continuing 
operations (post-tax): 

   
  

      

Reassessment following reclassification from PP&E 
to investment property 

- 24 
 

- - 

Loss from investment in equity instruments 
measured at fair value through other comprehensive 
income 

(167) - 

 

(18) - 

Gain on financial assets at fair value through other 
comprehensive income 

- 1 
 

- - 

Transfer to profit or loss from adjustments from 
translation of overseas operations 

14 33 
 

- 16 

Gain (loss) from cash flow hedges 92 158  (119) 194 

Transfer to profit or loss from cash flow hedges (105) (68)  (33) (61) 

Adjustments from translation of overseas operations 
(*) 

(969) 817 
 

(106) 359 

Other comprehensive income (loss) attributable to 
associates, net 

(4) 7 
 

(5) - 

     - 

Total other comprehensive income (loss) from 
continuing operations 

(1,139) 972 
 

(281) 508 

Total other comprehensive income (loss) from 
discontinued operations, net 

153 (149) 
 

(79) (90) 

Total comprehensive income (loss) (200) 2,103  (558) 281 
      

Attributable to:      

Company shareholders (501) 1,129  (644) 125 

Non-controlling interests 301 974  86 156 

 (200) 2,103  (558) 281 

(*) The Group has material investments in investee companies and an investee partnership whose functional 
currency is not NIS (mainly USD). Thus, changes in currency exchange rates materially affect the Group's 
other comprehensive income or loss and the equity attributable to Company shareholders. In the reporting 
year, the USD lost 7.8% against the NIS, as compared to a gain of 8.1% in the same period last year.  
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4. Financial Position 

The Group's total assets as of December 31, 2019, amounted to NIS 47 billion, compared with NIS 
127 billion as of December 31, 2018. It is noted that sale of The Phoenix's shares was completed in 
the fourth quarter of 2019, which reduced the Group's assets by NIS 90 billion, as compared to 
December 31, 2018.  

Furthermore, as of December 31, 2018, held-for-sale assets included 30% of IDE's share capital and 
one third of the fair value of the building owned by the Company, sold in the beginning of 2019 (see 
Chapter 2 above). 

The Group's total assets as of December 31, 2019, and December 31, 2018 (excluding the above 
held-for-sale assets) totaled NIS 47 billion and NIS 36 billion, respectively. This year-on-year growth in 
assets in 2019 (excluding sold assets) was mainly due to CNSL’s acquisition, as aforesaid. 

Below is a description of the principal changes in assets and liabilities as of December 
31, 2019, compared with December 31, 2018: 

Cash and cash equivalents and short-term investments 

As of December 31, 2019, the Group had cash and short-term investment balances of NIS 2.3 billion, 
consisting mainly of balances of NIS 1.4 billion in the Company and staff companies, and NIS 0.9 
billion in Delek Drilling.  

Total current and non-current assets (excluding held-for-sale assets) 

No material changes occurred in the Group's current asset balances (excluding held-for-sale assets). 

As of December 31, 2019, the Group’s total non-current assets amounted to NIS 41.5 billion, 
compared to NIS 30.7 billion as of December 31, 2018, an increase of NIS 11 billion. In the reporting 
period, the Group completed CNSL's acquisition, as aforesaid. This acquisition increased non-current 
assets by NIS 9.4 billion (USD 2.7 billion). Of these, NIS 7.6 billion (USD 2.2 billion) were attributable 
to oil and gas assets, and NIS 2.8 billion (USD 0.8 billion) were attributable to technical goodwill 
associated with the purchase. Furthermore, Delek Drilling invested a total of NIS 2.4 billion in oil and 
gas assets in Israel. Non-current assets were also up due to a USD 102 million (NIS 0.4 billion) 
payment by Delek Drilling as participation fees to secure capacity in EMG's pipeline. Non-current 
assets were further affected by an increase in long-term financial assets (including derivatives). 
Furthermore, following the first-time application of IFRS 16 - Leases, the Group recognized for the first 
time a right of use asset on its leases, to the amount of NIS 1 billion. The asset was recognized 
against a corresponding liability for leases. It is noted that these increase were significantly reduced by 
the lower USD-NIS exchange rate. 

Short- and long-term liabilities (excluding liabilities for held-for-sale assets) 

Financial liabilities (to banks and others and to debenture-holders and holders of convertible 
debentures), as of December 31, 2019, amounted to NIS 27.8 billion, as compared to NIS 22.5 billion 
as of December 31, 2018. This increase in financial liabilities was mainly attributable to debt raising 
(through loans and debentures, and mainly by Ithaca) to finance CNSL's acquisition, to an overall 
amount of NIS 4.2 billion (USD 1.2 billion). Financial liabilities were also up due to Delek Drilling's 
utilization of NIS 1.4 billion (USD 0.4 billion) in loans for developing the Leviathan Reservoir. 

Furthermore, long-term liabilities were up NIS 3.4 billion (USD 0.9 billion) following CNSL's first-time 
consolidation. The bulk of this increase was attributable to oil and gas asset removal obligations in the 
acquired operations. 

Contingent claims 

In their opinion on the financial statements, the Company's auditors draw attention to legal actions 
brought against Group companies. For details, see Note 24 to the consolidated financial statements.  

Additional information 

For additional information regarding repayments of principal and interest on the Company's and the 
staff companies' debts, see Appendix A to the Board of Directors' Report. 
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5. Sources of Finance and Liquidity 

The net financial debt of the Company and the staff companies as of December 31, 
2019:(2) 

 NIS millions 

Liabilities  

Debentures 6,281 

Bank and other loans 2,488 

Other liabilities 386 

Total liabilities 9,155 

  

Assets  

Cash and deposits 977 

Pledged deposits - swap transactions  116 

Restricted deposits 92 

Financial investments   302 

Loans (*)  1,300 

Other payables 214 

Treasury shares (**) 239 

Total assets 3,240 
  

Financial debt, net  5,915 

(*) Composition of loans extended as of December 31, 2019: 

 

Borrower 
Loan balance 

 (NIS millions) 

Loans to Ithaca 903 

Seller's loan - The Phoenix transaction 140 

Loan to Delek GOM (for insurance receivables) 69 

Others 188 

Total 1,300 

(**) As of December 31, 2019, and as of the financial statements' approval date, Delek Financial Investments 
(2012) Limited Partnership, a wholly-owned subsidiary partnership of the Delek Group, holds 450,760 
shares of NIS 1 par value in the Delek Group. For more information, see Section (f) - Additional information 
below. Subsequent to the financial position statement date, a subsidiary partnership bought 135,662 shares 
of NIS 1 par value in the Delek Group. As of the financial statements' approval date, the subsidiary 
partnership holds 586,422 shares in the Delek Group.  

(***) The above table does not include a convertible loan extended to BP. See Note 19 to the consolidated 
financial statements 

 
(1) Staff companies: Delek Group, Delek Petroleum, Delek Financial Investments (2012) Limited Partnership, Delek 

Power Plants Limited Partnership, DKL Energy, DKL Investments, Delek Infrastructure, Delek Hungary, and Delek 
Energy. 
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The net financial debt of the Company and the staff companies as of the financial statements' approval 
date:(3) 

 NIS millions 

Liabilities  

Debentures 5,974 

Bank and other loans 1,763 

Other liabilities 330 

Total liabilities 8,067 

  

Assets  

Cash and deposits 211 

Pledged deposits - swap transactions  123 

Restricted deposits 201 

Financial investments   200 

Loans (*)  1,331 

Other payables 87 

Treasury shares (**) 94 

Total assets 2,247 
  

Financial debt, net  5,820 

(***) The above table does not include a convertible loan extended to BP. See Note 19 to the consolidated 
financial statements 

(*) Composition of loans extended to others, as of the financial statements' approval date: 

 

Borrower 
Loan balance 
 (NIS millions) 

Loans to Ithaca 936 

Seller's loan - The Phoenix transaction 140 

Loan to Delek GOM (for insurance payments receivable) 71 

Others 184 

Total 1,331 

 

Forecast cash flows 

Regulation 10(b)(14) to the Securities Regulations (Periodic and Immediate Reports), 1970 (“the 
Securities Regulations”) specifies that a company which, at the time of publishing its financial 
statements, has debt certificates in circulation, must check for warning signs, as defined in the 
Securities Regulations. If one or more such warning signs are found, the company must include 
disclosure on its forecast cash flow. 

The financial statements as of December 31, 2019 include the following warning signs: (1) the 
auditor’s opinion as of the reporting date draw attention to significant doubts for the Company’s 
continued operation as a going concern; (2) a working capital deficit for a period of twelve months and 
the Company’s Board of Directors has not determined that this does not indicate a liquidity problem. 

The Company’s management has presented to the Company’s Board of Directors all sources 
available to the Company and its staff companies to meet their liabilities in the next two years, 
including the Company’s projected inflows from earnings and dividend distributions from investee 
partnerships and companies, the Company’s cash balance and securities portfolio (liquid balances) for 

 
(1) Staff companies: Delek Group, Delek Petroleum, Delek Financial Investments (2012) Limited Partnership, Delek Power 

Plants Limited Partnership, DKL Energy, DKL Investments, Delek Infrastructure, Delek Hungary, and Delek Energy. 
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use in operating activities and debt repayments, plans for raising significant amounts, mainly through 
securitization of overriding royalties from Karish, Tanin, and Leviathan or selling Karish and Tanin, the 
Company’s plans to sell its holdings in investees / other assets, and the Company’s options for raising 
NIS 400 million in share capital. 

After reviewing the forecast sources and uses report presented by the Company’s management, under 
various scenarios, the Company’s Board of Directors is of the impression that, based on past 
experience, the Company’s proven ability to raise funds in recent years, and the Company’s assets, 
the assumptions underlying the report are reasonable. The Company’s Board of Directors also 
believes that the Company will be able to secure the sources of financing presented in the forecast 
cash flow to meet its obligations. See also Note 1 to the consolidated financial statements, concerning 
the coronavirus crisis and its impact on the Company’s business. 

The forecast included in this report refers to the Company and its staff companies, the main one being 
Delek Energy Systems Ltd. (“Delek Energy”), and other wholly-owned staff companies such as DKL 
Energy Limited, DKL Investments Limited, Delek Infrastructure Ltd., Delek Financial Investments 
Limited Partnership (jointly – “the Company” and its staff companies). 

Forecast cash flow for the Company and its wholly-owned staff companies: 

  2020  

 Assumptions 
From Jan. 1, 2020 

to Apr. 3, 2020 
From May 1, 2020 
to Dec. 31, 2020 

2021 

     

Opening balance – cash and liquid balances 1 1,339 411 1,249 

Inflows     

Forecast earning distributions from Delek Drilling 2 - 239 239 

Forecast dividend distributions from Ithaca 3 - 175 298 

Dividends received from investees 4 115 - - 

Total dividends from investees  115 414 537 

Inflow on the sale of IDE  164 - - 

Inflow on the sale of Cohen Development shares 5 207 - - 

Net of restricted deposit – Cohen Development 5 )104( - - 

Disposal of investees and other assets 6 33 1,500 - 

Equity raising – shares 7 0 400 - 

Other inflows 8 63 91 - 

Total other inflows  363 1,991 - 

Loan against the pledge of Delek Drilling units 9 - - 300 

Securitization of overriding royalties from Leviathan 10 - 630  

Total loans and securitization  - 630 300 

Total inflows  478 3,035 837 

Outflows     

Debenture principal payments 11 )275( )645( )918( 

Debenture interest payments  )108( )176( )261( 

Repayment of loan from BNP  )149( )175( )375( 

Repayment of loan from Citi  )457( - - 

Payments on loans from banks and others, net 12 )135( )987( )29( 

Interest payments on bank loans and other liabilities  )34( )139( )114( 

(Deposit) release of cash from swap transactions  )9( - - 

Total debt payments (principal and interest)  )1,167( )2,122( )1,697( 

Buyback (shares and debentures)  )88( - - 

Actual erosion in financial assets included in opening 
balance of liquid balances as of April 30, 2020 

 )93( - - 

Other outflows 13 )58( )75( )200( 

Total other outflows  )239( )75( )200( 

     

Total outflows  )1,406( )2,197( )1,897( 

Closing balance – cash and liquid balances  411 1,249 189 
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Assumptions underlying the forecast cash flow for 2020-2021 

General assumptions 

• USD amounts were translated using an exchange rate of USD 1 = NIS 3.5. 

• Debentures and loans are linked to the known CPI as of April 30, 2020. 

• The forecast cash flow assumes early repayment of all bank debt by the end of 2020, although 
the mandatory amortization schedule does not require such repayment. This early repayment 
was assumed in order to release the Delek Drilling participation units pledged to secure the bank 
loans. It is emphasized that some of the loans taken by the Company and its staff companies 
include covenants concerning the prices of securities issued by the Company, its investees, 
energy companies, and covenants concerning various indices. 

• The forecast cash flow does not take into account restricted cash balances and their expected 
release back to the Company, including under swap transactions. As of April 30, 2020, restricted 
cash balances from such swaps totaled NIS 123 million (see also Note 10E to the consolidated 
financial statements). 

Assumptions underlying items in the forecast cash flow: 

1. Cash and liquid balances 

The balance includes the following balances, as of January 1, 2020 and April 30, 2020 (NIS 
millions): 

 January 1, 2020 April 30, 2020 

Cash balance 977 211 

Financial investments (mainly marketable securities) 302 200 

Guaranteed and unutilized credit balances 60 - 

Total 1,339 411 

 

2. Forecast earning distributions from Delek Drilling 

The Company estimates that Delek Drilling will distribute USD 125 million in earnings in each of 
2020 and 2021. The forecast cash flow accounted for the Company’s share (55%). 

Earning distributions by Delek Drilling are mainly based on talks between the Company’s 
management and some of the Company’s Board members with Delek Drilling officers concerning 
expected cash flows from operating activities in the Tamar and Leviathan reservoirs as reflected in 
the reserves report and discounted cash flow data published in January 2020. Forecasts are also 
based on the assumption presented by Delek Drilling’s management that, in 2020, Delek Drilling will 
refinance the Leviathan Project to an amount of no less than USD 2.2 billion. 

The assumption underlying the cash flow is that earning distributions by Delek Drilling 
receivable against pledged Delek Drilling units will be released (based on past experience) to be 
available for the Group’s operating needs and/or will be used to repay the liabilities for which the 
units were pledged. 

3. Forecast dividend distributions from Ithaca 

This forecast is based on the assumption that Ithaca will distribute USD 50 million in dividends 
in 2020 and USD 85 million in 2021. 

It is noted that dividend inflows will first be used to repay BNP’s loan, as detailed in the above 
cash flow forecast. 

4. Dividends received from investees 

Including dividends received from Delek Drilling, Delek Israel, and Cohen Development. 

5. Inflows on the sale of Cohen Development shares net of restricted deposit 

On April 19, 2020, the Company sold its holdings (51.76%) in Cohen Development’s shares, for a 
total consideration of NIS 207 million. As these shares had been pledged to a bank as collateral, it 
was agreed that half of the consideration would be released to the Company to service its operating 
needs, and the other half would be pledged to the bank in deposit, in lieu of the shares. 
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6. Sale of investees and other assets 

Mainly reflects expected proceeds from the sale of Delek Israel shares, overriding royalties from 
Karish and Tanin, and other assets (including real estate assets) owned by the Group, to a 
cumulative amount of NIS 1,500 million. 

7. Equity raising – shares 

The Company’s Board of Directors has decided to work to raise NIS 400 million in equity in 
2020. For more information, see Section 1.6.6(h) to Part A of the periodic report – Description of 
the Company’s Business. 

8. Other inflows 

Forecast inflows mainly comprise USD 20 million from expected insurance payments following 
the drilling malfunction in the Gulf of Mexico, and additional other inflows. 

9. Loan against the pledge of Delek Drilling participation units 

The Company assumes that a credit facility of NIS 300 million will be taken out in 2021 against 
a pledge of participation units in Delek Drilling. 

10. Securitization of overriding royalties from Leviathan 

The forecast assumes that the Company will secure a private loan against a specific pledge of 
its rights and the rights of Delek Energy to overriding royalties from Leviathan. Based on 
estimates concerning these expected royalty inflows and current discussions with financial 
institutions, the Company estimates that the loans secured by the these overriding royalties will 
total USD 180 million. Therefore, the forecast cash flow does not include future inflows from 
said overriding royalties, and the Company assumes that these inflows will service the principal 
and interest repayments on the loan. 

11. Debenture principal and interest repayments 

Based on the amortization schedule for debentures issued by the Company and its staff 
companies. 

12. Payments on loans from banks and others, net 

The above forecast cash flow assumes full repayment of NIS 1 billion in bank debt, including 
debts which are not yet officially due. Such repayment would release Delek Drilling’s 
participation units pledged to secure these debts. As of the financial statements’ approval date, 
there are 446,409,126 participation units in Delek Drilling, accounting for 38% of Delek Drilling’s 
capital, pledged to the banks. 

13. Other payments 

This item includes tax payments on previous years, general and administrative expenses, other 
unforeseeable payments, actual erosion of financial investment balances, and buybacks of shares 
and/or debentures performed as of the reporting date under the fully-completed buyback plan. 

14. The forecast did not take into account disposal of additional assets (in lieu of raising debt based 
on these assets), mainly participation units in Delek Drilling and/or sale of overriding royalties 
from Leviathan. The forecast also does not take into account for possible equity-based actions 
using Ithaca’s shares. The Company will consider such actions based on market conditions and 
the materialization of the assumptions underlying the above forecast. 

Warning concerning forward-looking information – In the attached cash flow forecast, the Company 
has included, both as concerns its own operations and as concerns the operations of its investees, 
forward-looking information as defined by the Securities Law, 1968. This information includes, among 
other things, the probability for materialization of relevant business scenarios which are expected to 
yield inflows for the Company; the time-frames for these scenarios’ materialization; results of 
operations; possible alternatives for securing sources to meet the Company’s liabilities and those of its 
staff companies as they become due; repayment dates and amounts for the Company’s and the staff 
companies’ debentures and loans; and other forecasts, assessments, assumptions, and other 
information concerning future matters or events, whose materialization is uncertain and outside the 
control of the Company or its investees, particularly in light of the extreme uncertainty prevalent at the 
approval date of this report due to the coronavirus crisis. 
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6. Analysis of Operations by Segment 

A) Oil and gas exploration and production in and around Israel 

As aforesaid, oil and gas exploration and production in and around Israel are carried out mainly 
through Delek Drilling. 

Results of oil and gas exploration and production in and around Israel, as included in the 
Group's results (NIS millions): 

 2019 2018  10-12/2019 10-12/2018 

Revenues from gas sales net of royalties 1,332 1,412  320 351 

Operating profit (adjusted for gains from oil 
and gas asset sales) 

652 1,009  197 248 

Gains on disposal of oil and gas assets (*) (3) 105  (3) - 

EBITDA 1,089 1,272  304 329 

Finance income (expenses), net 217 (64)  75 (112) 

Net profit attributable to Group shareholders 476 520  176 70 

Gas sales in BCM (**) 10.5 10.5  2.6 2.7 

Condensate sales - thousands of barrels (***) 482 477  123 117 

*)  In 2018, the item includes gains on the sale of rights to royalties from the Tamar Project by Delek 
Energy. 

(**) The data relate to sales of natural gas (100%) from the Tamar Project and Yam Tethys, rounded to 
one tenth of one BCM. 

(***) The data relate to condensate sales (100%) from the Tamar Project, rounded to thousands of barrels. 

 

Analysis of the Oil and Gas Exploration and Production in and around Israel segment's 
results 

In the reporting year, oil and gas exploration and production in and around Israel yielded a net 
profit of NIS 476 million, as compared to a net profit of NIS 520 million in the same period last 
year. The year-on-year decrease in profit attributable to the Group's shareholders in the present 
period was due mainly to losses recognized in the reporting year on the fair value adjustment to 
the investment in Tamar Petroleum, to the amount of NIS 80 million, as compared to NIS 23 
million in equity gains on the investment in Tamar Petroleum recorded in the last year period. 
Results for the present year were also affected by increased depreciation and amortization 
expenses, following an update to asset removal obligations in the Yam Tethys project, and 
expenses from an arbitration decision in a dispute concerning the power generation rate's 
linkage to natural gas prices, as detailed below. 

It is also noted that operating results for last year's period include gains on the sale of Delek 
Energy's rights to overriding royalties from the Tamar and Dalit leases. The effect of these gains 
on profit attributable to the Group's shareholders totaled NIS 61 million. Results for the reporting 
year include NIS 20 million in gains on disposal of the Company's rights to overriding royalties 
from the Tamar and Dalit leases. 

Oil and gas exploration and production in the fourth quarter of 2019 yielded a profit of NIS 176 
million, as compared to a profit of NIS 70 million in the same quarter last year. This increase in 
profit attributable to the Group's shareholders in the fourth quarter of 2019 was mainly due to 
the revaluation of a loan and royalties receivable on the sale of Karish and Tanin oil and gas 
assets, as detailed below. 

Revenues from gas sales net of royalties 

In the reporting year, the segment's revenues from oil and gas sales, net of royalties, totaled 
NIS 1,332 million, compared with NIS 1,412 million in the same period last year. Net revenues 
were down in the reporting year following an arbitration decision in the dispute concerning the 
power generation rate between the Partnership and some of the Tamar partners, and OPC 
Mishor Rotem Ltd. as detailed in Note 12K(1)(b)(5) to the consolidated financial statements. 
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Results were also affected by the sale of Delek Energy's rights to royalties from the Tamar 
Project in June 2018. 

In the fourth quarter of 2019, revenues from gas and oil sales net of royalties amounted to NIS 
320 million, compared to NIS 351 million in the same quarter last year. It is noted that, as 
commercial production from the Leviathan Project began in the first quarter of 2020, until 
December 31, 2019 revenues from this reservoir were presented under the 'Investments in oil 
and gas assets' item. 

Operating profit (excluding gains from asset disposals) 

Operating profit in the reporting year amounted to NIS 652 million, compared to NIS 1,009 
million in the same period last year. This decrease in operating profit was mainly due to the fair 
value adjustment of the investment in Tamar Petroleum, to the amount of NIS 134 million, 
following the CEO of the general partner in Delek Drilling resigning from Tamar Petroleum's 
board and cessation of equity accounting in Tamar Petroleum (for more information see Note 
10H to the consolidated financial statements). Furthermore, depreciation and amortization 
expenses were up in the reporting year due to an update to asset removal obligations in the 
Yam Tethys project, to the amount of NIS 80 million. Expenses were also up due to an 
arbitration decision in a dispute concerning the power generation rate as aforesaid, to the 
amount of NIS 35 million, and due to expenses from maintenance works on equipment on the 
Tamar platform, which began in the second half of 2018.  

In the fourth quarter of 2019, operating profit totaled NIS 197 million, as compared to NIS 248 
million in the same quarter last year. This decrease in operating profit was mainly due to higher 
depreciation and amortization expenses following the update to the asset removal obligations in 
the Yam Tethys project, as aforesaid. 

Finance income (expenses), net 

In the reporting year, net finance income totaled NIS 217 million, as compared to net finance 
expenses of NIS 64 million in the same period last year. This increase in net finance income 
was mainly due to net income from the revaluation of a loan and royalties receivable on the sale 
of oil and gas assets, which totaled NIS 299 million in the reporting year, as compared to NIS 
154 million in the same period last year (for more information about amounts receivable from 
the Karish and Tanin leases, see Note 12G to the consolidated financial statements). 
Furthermore, finance expenses were down following repayment of the Tamar Bond 2018 Series 
debentures in October 2018.  

In the fourth quarter of 2019, net finance income amounted to NIS 75 million, compared with net 
finance expenses of NIS 112 million in the same quarter last year. This increase in finance 
income was mainly due to the revaluation of a loan and royalties receivable from the sale of the 
Karish and Tanin oil and gas assets as detailed above. 
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Adjustment of the Partnership's results to the Group's share in oil and gas exploration 
and production in and around Israel (NIS millions): 

 2019 2018  10-12/2019 10-12/2018 

      

Net profit from Delek Drilling's 
statements 

802 998  277 190 

Indirect holdings (*) 59.8% (*)  59.8% 59.8% 

Group's share 480 568  166 114 

Income tax (112) (69)  (22) 9 

Revenues from overriding royalties 37 71  12 15 

Results of direct holdings in Yam Tethys 
(4.44%) 

(9) 4  (3) 1 

Amortization of excess acquisition costs (**) (15) (41)  8 (10) 

General and administrative expenses (18) (20)  (4) - 

Finance income (expenses), net 93 (54)  (1) (10) 

Other income (***)  20 61  20 (49) 

Contribution to net profit from oil and gas 
exploration and production  

476 520 
 

176 70 

*) The Group's indirect holdings in Delek Drilling in the first three quarters of 2018 totaled 56.2%. In 
October 2018, after completion of the exchange purchase offer for Delek Energy shares, the Group's 
indirect holdings in Delek Drilling grew to 59.8%. It is noted that subsequent to the financial position 
statement date, in March 2020, the Company's indirect holdings in Delek Drilling went down to 55%). 

(**) Current amortization of excess cost attributable to the Tamar Project (previously recognized as part 
of the Cohen Development transaction). 

(***) In the reporting year and 2018, other income comprises gains on the sale of Delek Energy's rights to 
royalties from the Tamar Project (including proportional de-recognition of the asset cost attributed to 
the Tamar Project).  

 

Additional information 

For more information about oil and gas exploration and production in and around Israel, see 
Notes 1, 12, 14, and 24A2 to the consolidated financial statements and Section 1.7 in Part A of 
the periodic report - Description of the Company's Business. 

B) Oil and gas exploration and production in the North Sea 

Ithaca Energy ("Ithaca") is an independent oil and gas operator operating in the North Sea, 
holding both production and development oil and gas assets.  

In December 2018, Ithaca completed the purchase of its partners' rights in facilities and licenses 
in the GSA Project. Following such purchase, Ithaca holds all rights to the FPF-1 production 
facility and to the project licenses (excluding the West Vorlich and Courageous licenses). 

Furthermore, on November 8, 2019, Ithaca completed the purchase of 100% of CNSL's share 
capital from Chevron North Sea Limited ("CNSL"). CNSL owns ten actively-producing oil and 
gas assets and exploration licenses. CNSL's financial statements are consolidated in the 
Group's statements as of that date.  

It is noted that the Group has reached the conclusion that CNSL's acquisition constitutes a 
proforma event as defined in the Securities Regulations (Periodic and Immediate Reports), 
1970. Thus, the Group has prepared proforma financial statements to reflect the Group's results 
had CNSL's financial statements been consolidated in the Group's financial statements in the 
periods prior to the transaction, based on the proforma assumptions detailed in the proforma 
statement. In this context, it is noted that the proforma statements only include 2019 data, while 
comparative figures for 2017-2018 are included in this report, as discussed and agreed with the 
Israel Securities Authority. 

For more information on this transaction, see Chapter 2 above, and Note 10F to the 
consolidated financial statements. 
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Ithaca's financial data as included in the financial statements (including attribution of 
excess acquisition costs incurred upon assuming control): 

Statement of Financial Position  

(USD millions) 
December 31, 

2019 
December 31, 

2018 

Cash and cash equivalents 15 17 

Current assets (excluding cash and cash equivalents) 327 179 

Investments in oil and gas exploration and production 2,903 970 

Other assets, net (mainly deferred taxes) 589 660 

Goodwill 982 178 

Total assets 4,816 2,004 

   

Current liabilities (trade and other payables) 430 219 

Bank loans, RBL, and debentures 1,514 596 

Loan from the Delek Group 250 100 

Other long-term liabilities (mainly obligation to disassemble 
assets) 1,335 382 

Equity attributable to Ithaca's shareholders 1,287 707 

Total liabilities and equity  4,816 2,004 

 

Income statement 

(USD millions) 2019 2018  10-12/2019 10-12/2018 

Revenues from oil and gas sales  582 326  315 71 

Cost of sales (excluding depreciation and 
inventory turnover) 

(205) (140)  (106) (35) 

Depreciation expenses (190) (81)  (112) (18) 

Oil and gas inventory turnover 2 19  11 19 

Gross profit 189 124  108 37 

Impairment of gas and oil assets  (199) (11)  (199) (11) 

Impairment of goodwill  - (6)  - (6) 

Bargain purchase gains  - 28  - 28 

Other expenses, net (22) (6)  (14) (1) 

Finance expenses from hedges (43) (40)  (23) 2 

Other finance expenses, net (112) (59)  (70) (15) 

Share in the earnings of associates, net  - 14  - 3 

Profit (loss) before income tax  (187) 44  (198) 37 

Tax benefit 148 56  136 33 

Net profit (loss) attributable to Ithaca's 
shareholders  

(39) 100  (62) 70 

Output in the reporting period (KBoe) 
10,435 

(proforma – 
27,590) *) 

5,866  5,718 1,551 

Average daily output (KBoed) 
28.6 

(proforma – 
75) *) 

16.1  62.2 16.9 

*) Proforma – including output from CNSL’s operations in all of 2019. 
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Cash flow from operating activities and adjustment to net profit 

(USD millions) 2019 2018  10-12/2019 10-12/2018 

Sales (before hedges and net of inventory 
turnover) 

493 345  283 90 

Gains (losses) on hedges  91 (47)  64 (24) 

Income after hedging 584 298  347 66 

Operating expenses (199) (114)  (100) (29) 

General, administrative, currency, and 
other expenses 

(27) (7)  (5) (3) 

Cash flows from operating activities  358 177  242 34 

Depreciation and amortization (190) (81)  (112) (18) 

Impairment of gas and oil assets  (199) (11)  (199) (11) 

Impairment of goodwill - (6)  - (6) 

Negative goodwill - 28  - 28 

Loss from asset disposals and other non-
cash expenses 

- (27)  - (9) 

Finance expenses, net (156) (36)  (129) 19 

Tax benefit 148 56  136 33 

Net profit (loss) attributable to Ithaca's 
shareholders 

(39) 100  (62) 70 

 

Additional data concerning Ithaca's results: 

Revenues  

Ithaca's revenues in the reporting year totaled USD 582 million, as compared to revenues of 
USD 326 million in the same period last year. Revenue composition was as follows: 

Sales revenues 

(USD millions) 
2019 2018  10-12/2019 10-12/2018 

Oil 334 187  200 26 

Natural gas 127 110  60 34 

NGL (natural gas liquids)  29 25  12 7 

Other income 1 -  1 4 

Gains on hedges 91 4  42 - 

Total 582 326  315 71 

 

The year-on-year increase in revenues in 2019 was mainly due to increased volumes of oil and 
gas sales, mainly following the addition of new in-production oil assets through CNSL's 
acquisition. 

Output in the reporting year totaled 10.4 mmbbl (28.6 bbl/day, on average), as compared to 5.9 
mmbbl (16.1 bbl/day) in the same period last year, an increase of 4.5 mmbbl. CNSL's assets 
contributed 1.9 mmbl to overall output in the two months following their acquisition. Output 
growth was also attributable to an increase in Ithaca's rights in production reservoirs in the GSA 
Project, after buying the partners' shares in December 2018, as aforesaid.  

In the fourth quarter of 2019, output totaled 5.7 mmbbl, as compared to 1.6 mmbbl in the same 
quarter last year. This increase was due to acquisition of CNSL's assets, and the increase in 
Ithaca's rights in the GSA reservoirs, as aforesaid. 

However, Ithaca's selling prices were down this year. Thus, the average selling price for oil 
(before hedging) was USD 66/bbl in 2019, as compared to USD 71/bbl in 2018. This downward 
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trend matches that for Brent prices in 2019. Furthermore, gas prices were down in the reporting 
year, from 55 pennies/therm on average in 2018, to 32 pennies/therm on average in 2019, 
following a decrease in gas prices in England. However, the negative impact of these price 
drops was partially mitigated by Ithaca's hedges on gas and oil prices, as part of its risk 
management policy. The effect of these hedges on Ithaca's revenues amounted to an additional 
USD 91 million in revenues recorded in the reporting year.  

Cost of revenues 

In the reporting year, cost of revenues (excluding depreciation costs and inventory turnover) 
totaled USD 205 million, as compared to USD 140 million in the same period last year. In the 
fourth quarter of 2019, these costs totaled USD 106 million, compared to USD 35 million in the 
same quarter last year. The bulk of the year-on-year increase in the reporting year and the 
present quarter was attributable to CNSL's acquisition and increased rights in the GSA 
reservoirs, as detailed above. 

It is noted that the average production cost per barrel totaled USD 19/bbl in 2019, similar to the 
figure for 2018.  

In the reporting year and fourth quarter of 2019, depreciation and amortization totaled USD 190 
million, and USD 112 million, respectively, as compared to USD 81 million and USD 18 million, 
respectively, in the corresponding periods of last year. This increase in depreciation costs was 
mainly due to amortization of newly-acquired assets (CNSL's assets and increased rights in the 
GSA Project), which are depreciated in line with their output. 

Impairment of oil and gas assets 

As of December 31, 2019, the Group included a provision for impairment of oil and gas assets 
in the North Sea (in connection with GSA assets), to the amount of USD 199 million (NIS 688 
million). This impairment was due, among other things, to lower reserve estimates and forecasts 
for oil and gas prices. The recoverable amount is measured as the fair value of a cash-
generating unit, net of sales costs. Such fair value was measured by an outside, independent 
appraiser, based on the expected future cash flows from oil and gas sales net of sales costs, 
and considering assumptions that reasonable market participants would use to measure fair 
value. Cash flows were discounted at a post-tax rate of 9%. For more information, see Note 12R 
to the consolidated financial statements. 

As detailed in Note 1B to the consolidated financial statements, subsequent to the financial 
position statement date, a sharp drop was seen in global oil and gas prices. Following this 
development, and in light of the material impact that these prices have on the fair value of oil 
and gas assets in the North Sea, the Company performed sensitivity testing for the oil and gas 
assets attributed to its North Sea operations. Sensitivity testing indicated that a 20% average 
decrease in oil and gas prices, compared to those used in the valuation as of December 31, 
2019, might result in a USD 600 million impairment, net of tax. It is noted that other parameters, 
such as a possible change in discounting rates and lower capital and operating costs, were not 
taken into account in said testing, nor was an increase in the value of hedging transactions. 

General and administrative and other expenses 

In 2019, these expenses totaled USD 22 million, as compared to USD 4 million in 2018. In the 
present year, these expenses include USD 17 million in transaction costs from CNSL's 
acquisition. 

Finance income (expenses) from hedges 

As part of its risk management strategy, Ithaca hedges oil and gas prices, mainly through swaps 
and put options. As of December 31, 2019, Ithaca had open hedges on 22 mmbbl of oil, at an 
average hedged price of USD 64 per barrel. Furthermore, as of December 31, 2019, Ithaca had 
open hedges on 564 million therms of gas, at an average hedged price of 52 pennies per therm. 
For updates on exercised hedges and additional details on hedges in general, see Note 24 to 
the consolidated financial statements. 

It is noted that, starting from the fourth quarter of 2018, Ithaca conducts hedges which are 
permissible for accounting purposes. Thus, the results of cash flow hedges are classified to 
other comprehensive income until performance of the hedged sales. This is in contrast to the 
same period last year, where the results of cash flow hedges were immediately classified to 
profit or loss. Overall, the results of hedges classified to profit or loss in the reporting year 
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amounted to gains of NIS 48 million, as compared to a loss of NIS 40 million in the same period 
last year. 

Other finance expenses, net 

In the reporting year, finance expenses totaled USD 112 million, as compared to USD 59 million 
in 2018. Finance expenses were up mainly due to changes in loan terms and volumes in 
connection with CNSL's acquisition. 

Additional information 

As of December 31, 2019, the Group performed extremely material valuations to test for 
impairment of goodwill attributable to Ithaca’s operations, and to test for impairment of assets in 
the GSA. These valuations were performed by an independent outside appraiser and are 
attached to the Group’s financial statements. It is noted that the main parameters used in these 
valuations were, among other things, the Group’s estimates concerning developments in oil and 
gas prices as predicted on December 31, 2019. The Group will study the effects of sharp 
changes in oil and gas prices subsequent to the financial position statement date on 
subsequent reporting periods, and the results of the valuations may be significantly adversely 
different compared to the valuation as of December 31, 2019. 

For more information concerning Ithaca's operations, see Notes 1, 10F, 12R, 14B(3), and 24A4 
to the consolidated financial statements and Section 1.8 in Part A of the periodic report - 
Description of the Company’s Business. 

Proforma data 

A) As aforesaid, in this report, the Company is including proforma data for 2018 and 2017 in 
connection with CNSL's acquisition. 

The proforma consolidated financial statements for 2018 and 2017 were prepared to 
reflect the proforma event's impact on the Company's (consolidated) operating results, 
assuming that CNSL's statements had been consolidated with the Company's financial 
statements starting January 1 of each of these years, respectively, and as specified in 
Section (b) below. 

B) Assumptions used in preparing the proforma consolidated financial statements 

1. The proforma consolidated financial statements are based on the Company's 
consolidated financial statements and on the acquired company's financial 
statements (with the latter being carved out to account for operations retained by the 
seller after the sale) for the applicable reporting periods. These statements were 
prepared based on IFRS methods.  

2. The proforma statements of income include implicit finance expenses connected 
with the sources for financing CNSL's acquisition as detailed in Note 10F3 to the 
Company's consolidated financial statements. These expenses were included to 
allow the proforma statements to reflect the effects of these financing sources, had 
they been raised on January 1, 2017. As concerns the Company's own sources 
(amounting to NIS 550 million), implicit finance expenses were included at an annual 
rate of 4.5%. Furthermore implicit finance expenses relating to Ithaca's sources 
include a tax benefit as per Ithaca's applicable tax rate. However, own-source 
financing does not include a tax benefit.  

3. The proforma statements of income for the reported period include amortization of 
excess acquisition costs, using a temporary fair value measurement for CNSL's 
assets and liabilities based on the draft valuation prepared by a third party appraiser, 
as detailed in Note 10F3 to the Company's consolidated financial statements. The 
tax effect of this amortization was recognized using the tax rate applicable to CNSL. 
It is noted that the cost of revenues item in the proforma consolidated financial 
statements for the years ended December 31, 2017 and December 31, 2018 
included depletion costs for CNSL's acquired assets, to the respective amounts of 
NIS 1,438 million and NIS 1,229 million. 

4. In light of the fact that proforma data, by nature, are based on various assessments 
and estimates and in light of changes that have occurred and which may occur in 
CNSL's operations, and particularly in light of changes in oil and gas prices and 
expected changes in production volumes from the acquired reservoirs, the reported 
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proforma data should not be construed as indicative of CNSL's contribution to the 
Group's representative and/or future results following the acquisition. 

C) Proforma consolidated statements of income 

 For the year ended 
December 31 

 2018 2017 

 NIS millions 

   

Revenues 12,849 11,534 

Cost of revenues 8,166 7,747 

Gross profit 4,683 3,787 

Sales, marketing and gas station operating expenses 543 569 

General and administrative expenses 289 287 

Group's share in earnings of operating associates, net 93 35 

Other income, net  (278) 1,037 

Operating profit 3,666 4,003 

Finance income 599 462 

Finance expenses (1,724) (1,868) 

Group's share in earnings of associates, net 24 7 

Profit before income tax 2,565 2,604 

Income tax  375 490 

Profit from continuing operations 2,190 2,114 

Profit from discontinued operations, net 324 825 

Net profit  2,514 2,939 

Attributable to:   

Company shareholders 1,751 1,717 

Non-controlling interests 763 1,222 
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D) Proforma consolidated statements of comprehensive income 

 For the year ended 
December 31 

 2018 2017 

 NIS millions 

   

Net profit 2,514 2,939 

   

Amounts not to be re-classified to profit or loss:   

Reassessment following reclassification from PP&E to investment 
property 24 - 

   

Amounts classified or to be classified to profit or loss subject to 
specific conditions:   

Gain on financial assets at fair value through other comprehensive 
income 1 - 

Gain (loss) from available-for-sale financial assets - (50) 

Transfer to profit or loss from disposal of available-for-sale 
financial assets - (20) 

Transfer to profit or loss from impairment of available-for-sale 
financial assets - 17 

Gain (loss) from cash flow hedges 158 (35) 

Transfer to profit or loss from cash flow hedges (68) - 

Adjustments from translation of overseas operations 1,015 (1,311) 

Attribution to the hedged asset of results from cash flow hedges - 20 

Transfer to profit or loss from adjustments from translation of 
overseas operations 33 0 

Other comprehensive income (loss) attributable to associates, net 7 (76) 

   

Total 1,146 (1,455) 

Total other comprehensive income (loss) from continuing 
operations 1,170 (1,455) 

Total other comprehensive income (loss) from discontinued 
operations, net (149) 157 

Total other comprehensive income (loss) 1,021 (1,298) 

Total comprehensive income 3,535 1,641 

   

Attributable to:   

Company shareholders 2,561 706 

Non-controlling interests 974 935 
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E) Proforma reporting by operating segment 

1) Revenues 

 For the year ended 
December 31 

 2018 2017 

 NIS millions 

   

Oil and gas exploration and production in and around Israel *) 1,412 1,588 

Oil and gas asset development and production in the North Sea 5,895 5,390 

Fuels in Israel  5,034 4,143 

Other segments 552 430 

Inter-segment *) (48) (21) 

Adjustments 4 4 

Total revenues 12,849 11,534 

*)  Inter-segment sales mainly comprise gas sales to other segments. 

 

2)  Segment results (operating profit (loss))  

 For the year ended 

December 31 

 2018 2017 

 NIS millions 

   

Oil and gas exploration and production in and around Israel  1,114 2,390 

Oil and gas asset development and production in the North Sea 2,538 1,602 

Fuels in Israel  128 168 

Other segments (34) (77) 

Adjustments *) (80) (80) 

Total operating profit 3,666 4,003 

*)  Mainly general and administrative expenses attributable to staff companies. 
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3)  Contribution to net profit from continuing operations attributable to Company 

shareholders 

 For the year ended 

December 31 

 2018 2017 

 NIS millions 

   

Oil and gas exploration and production in and around Israel 520 1,217 

Oil and gas asset development and production in the North Sea 1,687 651 

Fuels in Israel  70 100 

Other segments  (81) (97) 

Adjustments *) (407) (607) 

Profit from continuing operations attributable to Company 
shareholders 1,789 1,264 

*)  Mainly general and administrative, finance and tax expenses attributable to staff companies. 
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C) Fuel Operations in Israel 

Data from the financial statements of Delek Israel, a wholly-owned (100%) Group subsidiary 
(NIS millions): 

Statement of Financial Position  

 
December 31, 

2019 
December 31, 

2018 

Cash and cash equivalents 54 30 

Current assets (excluding cash and cash equivalents) 1,449 1,376 

Property, plant and equipment 2,014 1,214 

Right of use assets 864 - 

Other long-term assets 619 1,039 

Total assets 5,000 3,659 

   

Short-term credit from banks and others 1,088 1,039 

Current liabilities (excluding credit) 1,064 821 

Long-term loans from banks and others 821 615 

Other long-term liabilities (in 2019 - mainly from leasing) 835 76 

Equity attributable to Delek Israel's shareholders 1,191 1,106 

Non-controlling interests 1 2 

Total liabilities and equity  5,000 3,659 

 

Income statement 

 2019 2018  10-12/2019 10-12/2018 

Revenues 4,912 5,034  1,162 1,278 

Gross profit 731 762  172 170 

Sales and gas station operating expenses 488 539  128 136 

General and administrative expenses 67 66  9 15 

Other income (expenses), net (12) (29)  (6) (32) 

Operating profit 164 128  29 (13) 

Finance expenses, net 45 30  12 8 

The Group's share in the profits of 
associates, net 

(2) -  (2) - 

Profit before income tax 117 98  15 (21) 

Income tax  26 28  2 2 

Net profit attributable to Delek Israel's 
shareholders 

91 70  13 (23) 

EBITDA (excluding other income (expenses)) 418 258  97 49 

Adjusted EBITDA (adjusted for IFRS16 and 
other effects) 

250 255  46 55 
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Analysis of the results of fuel operations in Israel 

General 

Delek Israel's net profit in the reporting year and fourth quarter of 2019 totaled NIS 91 million 
and NIS 13 million, respectively, as compared with a profit of NIS 70 million and a loss of NIS 23 
million, respectively, in the same periods last year.  

As of December 31, 2019, Delek Israel had 239 public gas stations (of which 178 were operated 
by Delek Israel) and 196 convenience stores (of which 160 were operated by Delek Israel, with 
the rest operated by franchises). 

Revenues 

Sales net of government taxes ("Net Sales") totaled NIS 4,912 million in the reporting year, as 
compared to NIS 5,034 million in the same period last year. 

In the fourth quarter of 2019, Net Sales totaled NIS 1,162 million, as compared to NIS 1,278 
million in the same quarter last year, a decrease of 9%. 

Sales turnover in self- and franchise-operated Menta convenience stores totaled NIS 486 million 
and NIS 117 million in the reporting year and fourth quarter of 2019, respectively, as compared 
to NIS 469 million and NIS 111 million, respectively, in the same periods last year, an increase 
of 4% and 5%, respectively. 

Gross profit 

Gross profit in the reporting year amounted to NIS 731 million, compared with NIS 762 million in 
the same period last year, a decrease of 4%. 

Gross profit in the fourth quarter of 2019 totaled NIS 172 million, compared with NIS 170 million 
in the same quarter last year. 

This decrease in gross profit in 2019 was mainly due to lower profits caused by lower margins 
and smaller sales volumes in gas stations and retail areas, and inventory losses. This decrease 
was offset by higher convenience store profits. 

Gross profit adjusted for inventory losses amounted to NIS 735 million in the reporting year, as 
compared to NIS 765 million in the same period last year. 

In the fourth quarter of 2019, gross profit adjusted for inventory gains/losses amounted to NIS 
171 million, as compared to NIS 157 million in the same quarter last year. 

Sales, gas station operation and general and administrative expenses  

In the reporting year, sales and gas station operation expenses amounted to NIS 488 million, 
compared with NIS 539 million in the same period last year, a decrease of 9%. In the fourth 
quarter of 2019, these expenses amounted to NIS 128 million, as compared to NIS 136 million 
in the same quarter last year, a decrease of 6%. 

In the reporting year general and administrative expenses totaled NIS 67 million, compared with 
NIS 66 million in the same period last year. In the fourth quarter of 2019, these expenses totaled 
NIS 9 million, as compared to NIS 15 million in the same quarter last year. 

This year-on-year decrease in sales, general and administrative expenses was due to the first-
time application of IFRS 16 (which affected results by NIS 20 million in the reporting year), and 
operational streamlining efforts.  

Operating profit and EBITDA 

Operating profit in the reporting year amounted to NIS 164 million, as compared to NIS 128 
million in the same period last year.  

In the fourth quarter of 2019, operating profit amounted to NIS 29 million, compared with a loss 
of NIS 13 million in the same quarter last year.  

This year-on-year increase in the present year was due mainly to a NIS 20 million decrease in 
sales and gas station operating expenses following the first-time application of IFRS 16, and 
operational streamlining efforts, as aforesaid.  

Delek Israel's EBITDA in the reporting year and present quarter amounted to NIS 418 million 
and NIS 258 million, respectively, as compared to NIS 97 million and NIS 49 million in the 
respective periods of last year.  
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It is noted that, in the present year and quarter, EBITDA adjusted for the effects of IFRS 16, 
other expenses and inventory losses totaled NIS 250 million and NIS 46 million, respectively, as 
compared to NIS 255 million and NIS 55 million in the respective periods of last year.  

Finance expenses, net 

Net finance expenses in the reporting year amounted to NIS 45 million, as compared to NIS 30 
million for the same period last year, an increase of 51%. 

In the fourth quarter of 2019, net finance expenses totaled NIS 12 million, as compared to NIS 8 
million in the same quarter last year. This year-on-year increase in net finance expenses was 
mainly due to NIS 28 million in finance expenses recognized following the first-time application 
of IFRS16, partially offset from gains on inventory hedges. 

For more information concerning fuel operations in Israel, see Notes 1 and 24A1 to the 
consolidated financial statements, and Section 1.9 in Part A of the periodic report – Description 
of the Company’s Business. 

D) Additional operations 

Infrastructures  

The Group’s infrastructures operations are carried out through Delek Power Plants Limited 
Partnership ("Delek Power Plants"), which coordinates the development and operation of two 
power plants in Israel (in Ashkelon and Sorek) through its subsidiaries. The Group also holds 
20% of IDE. In the reporting year, the infrastructures segment yielded a profit of NIS 186 million, 
as compared to a loss of NIS 50 million in the same period last year. Profit in the present period 
includes gains on the sale of 30% of IDE's share capital, as aforesaid, to the amount of NIS 123 
million (post-tax). It is noted that, subsequent to the financial position statement date, the Group 
disposed of its remaining holdings in IDE for a total consideration of NIS 164 million. For more 
information, see Note 10I to the consolidated financial statements.  
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B. Market Risk Exposure and Management 

The following table details Israeli CPI data and exchange rates for the primary currencies used by the 
Group: 

As of 

USD 
representative 
exchange rate 

NIS 

GBP 
representative 
exchange rate 

in NIS 
Known CPI  

Points *) 

    

December 31, 2019 3.456 4.560 100.7 

December 31, 2018 3.748 4.793 100.4 

December 31, 2017 3.467 4.682 99.2 

    

Change during the year % % % 

    

2019 (7.8) (4.9) 0.3 

2018 8.1 2.4 1.2 

*) Base index - 2014 average. 
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Linkage bases report as of December 31, 2019: 

 Israeli Currency Foreign Currency      

 
Non-

linked CPI-linked USD 
Other 

currency Fair value 

Monetary 
items in 

overseas 
operations 

(USD) 
Held-for-

sale assets 

Non-
monetary 

item Total 

 NIS millions 

Assets          

Current assets 2,126 30 121 - 292 2,310 - 605 5,484 

Non-current assets 95 40 384 22 1,195 2,384 - 37,359 41,479 

Total assets 2,221 70 505 22 1,487 4,694 - 37,964 46,963 

          

Liabilities          

Current liabilities 2,659 848 315 17 16 3,827 - 855 8,537 

Non-current liabilities 5,565 1,774 848 98 19 15,751 - 6,794 30,849 

Total liabilities 8,224 2,622 1,163 115 35 19,578 - 7,649 39,386 

Assets less liabilities, net (6,003) (2,552) (658) (93) 1,452 (14,884) - 30,315 7,577 
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C. Aspects of Corporate Governance 

1. Corporate responsibility and philanthropy  

As a leading commercial company, the Delek Group is committed to principles of corporate 
responsibility in both social and environmental matters. The Group's social responsibility activities are 
coordinated through the Delek Science, Education and Culture Foundation (PBC) ("the Delek 
Foundation") for all Group companies, except The Phoenix which has its own philanthropy fund.  

The Group supports the community directly and through its subsidiaries in a broad range of fields. The 
bulk of this amount was donated to charities and individuals in the fields of education, welfare, culture, 
and preservation of Jewish heritage. 

In addition to its monetary donations, the Group focuses its corporate responsibility activities on 
promoting education and supporting youths in Israel. The Delek Foundation works towards these ends 
through several channels:  

A) Supporting the students of the "Ehad Meshelanu" pre-military program, which helps at-risk 
youths to enlist for their military service and volunteer for combat service. The outstanding 
enlistment rates achieved by the "Ehad Meshelanu" program - 94% of program graduates 
enlisted for military service, 85% enlisted and volunteered for combat service - have led the 
Delek Foundation in the past year, in addition to its regular support for the program, to also 
support the creation of a second branch which enabled the enrollment of an additional 30 
students in the boarding-school program. Through this venture, Group employees volunteer 
individually and collectively in the community, working directly with students on joint projects 
that achieve the program's vision; 

B) Awarding hundreds of scholarships each year, for the 18th year in a row, to underprivileged 
students in the Netanya Academic College and students in outlying areas;  

C) Adopting a Border Police division, to which an additional unit was added this year - the 
Mista'arvim Unit, as part of the Adopt a Combat Soldier organization which helps support 
combat soldiers' welfare;  

The Group is proud to be a member in the Maala organization which promotes corporate responsibility 
in Israel. 

2. Compliance plan  

In November 2012, the Company adopted an internal securities compliance plan, based on the criteria 
issued by the Israel Securities Authority. This included the preparation and/or review of existing 
procedures, and appointment of an internal compliance officer and a compliance committee. In March 
2016, the Company's Board of Directors approved an update to the internal compliance plan, based 
on an updated compliance survey conducted by the Company, and an update to the procedures 
based on legislative changes and the results of the said survey. In 2019, the Company conducted a 
new compliance survey to review and update its compliance plan.  

3. Directors with accounting and financial expertise and independent directors 

A) The Company’s Board of Directors has determined that there shall be a minimum of two 
directors having accounting and financial expertise, as the Board of Directors believes the 
above minimum number allows the Board of Directors to fulfill its duties by law and pursuant to 
the Company's constituent documents in all matters pertaining to examination of the Company's 
financial position and the preparation and approval of its financial statements. In practice, as of 
the publication date, the Company has 7 directors, of which 2 have accounting and financial 
expertise.  

Furthermore, according to Company procedure, the Company’s auditors are invited to attend all 
Board of Directors meetings in which the financial statements are discussed, and the auditors 
are at the Board of Directors’ service to provide any explanation and clarification required in 
connection with the financial statements. 
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B) The following directors have accounting and financial expertise: Mrs. Yehudit Titelman (external 
director); and Mr. Avi Harel (ordinary director).  

For information concerning their relevant experience and education, see Regulation 26 in 
Chapter D of the periodic report. 

C) Independent directors - Mr. Roni Milo is serving as an independent director. However, it is noted 
that the Company has not adopted the "provisions on the percentage of independent directors” 
as defined in Section 219(e) of the Companies Law. 

4. Disclosure concerning the Company’s internal auditor   

A) The internal auditor as of the reporting date 

1)  Name of internal auditor:  Gana Gali 

2)  Start of tenure:  January 1, 2016 

3)  Qualifications: 

CPA, BA in business administration with a major in accounting, and MA in public 
administration and internal auditing, CISA, CIA, CRMA, CRISC. 

4)  The internal auditor complied with the conditions specified in Sections 3(a) and 8 to the 
Internal Auditing Law, 1992 ("the Internal Auditing Law") and Section 146(b) to the 
Companies Law, 1999 ("the Companies Law"). 

5)  The internal auditor is not a Company employee, but rather provides it with internal auditing 
services as an outside service provider. In addition, the internal auditor provides the 
Company services to review the effectiveness of internal controls over the Company's 
financial reporting (ISOX). The internal auditor is a partner in Rosenblum Holtzman, CPAs. 

6)  The internal auditor does not perform any other function in the Company other than that of 
internal auditor.  

7)  The internal auditor also serves as internal auditor for Delek Energy Systems Ltd., Cohen 
Development and Industrial Buildings Ltd., Delek Drilling, the general partner in Delek 
Drilling (services rendered as internal auditor to these companies do not create any 
conflicts of interest with the services rendered as internal auditor for the Company). 

8)  The internal auditor is not an interested party in the Company, nor is he a relative of an 
interested party in the Company, nor is he the auditing accountant or any person acting on 
its behalf. 

9)  The internal auditor does not hold any securities issued by the Company or its related 
entities.  

B) Method of appointment 

Mr. Gana's appointment as internal auditor was approved by the Company's Board on 
November 26, 2015 following the recommendations of the Company's Audit Committee, after 
the latter found Mr. Gana to possess the necessary qualifications to perform his duties, among 
other things, in light of his expertise and vast experience in internal auditing, and after Mr. Gana 
declared that he meets all the qualification requirements required to perform his duties as 
internal auditor by law, and bearing in mind, among other things, the Company's profile, its size, 
and the scope and complexity of its operations.  

C) Internal auditor’s superior 

The internal auditor reports directly to the chairman of the Company. 

D) Work plan for the reporting year 

The internal auditor in the Company follows an annual work-plan coordinated with the Chairman 
of the Board and the Company's CEO and with the Audit Committee's approval. 
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The work plan leaves the internal auditor room for discretion to deviate from the plan, subject to 
formal approval from the Audit Committee. 

Considerations in determining the internal auditing work plan 

The annual work plan was formulated, inter alia, based on the following: the risks underlying the 
Company’s operations, previous experience, opportunities for streamlining and savings, 
regulation of Company operations, and review of the implementation of previous audit report 
recommendations. 

The work plan is built, among other things, based on a risk survey prepared by the internal 
auditor and which was approved by the Audit Committee on November 28, 2017. 

The work plan includes various regulatory matters which are examined every year, bearing in 
mind that the Company holds investees, and that its main investees employ separate internal 
auditors and maintain independent audit committees. The annual audit plan is proposed by the 
internal auditor. Special emphases are occasionally added by the Audit Committee. 

Transactions listed under Section 270 of the Companies Law, which were carried out in the reporting 
year, are examined by the internal auditor as part of his annual work plan. Furthermore, the internal 
auditor reviews other material transactions as per the annual audit plan.   

As the Company maintains holdings in investees, the audit plan is comprised of two main parts: 

1) Audit of the Company’s own operations (including, inter alia, compliance with procedures, 
cost control, management of Company funds, reporting procedures, statutory compliance 
and control over resolution performance). 

2) Ongoing monitoring of internal auditing in investees, as detailed below: 

E) Auditing of material investees 

Internal auditing includes ongoing monitoring of adequate and proper internal auditing activities 
in all of the Company's investees. 

All material investees employ internal auditors (as in-house employees or through outsourcing). 
Audit reports are discussed by the audit committees and/or by the boards of directors of these 
corporations, which include directors also serving as Company officers.  

F) Scope of employment 

In 2019, the annual number of hours worked by Gali Gana and other internal auditors 
outsourced or employed in-house by the Company and the Group companies amounted to 
29,640 hours.(**) 

Hours invested in internal auditing activities:  

Company Hours Notes 

   

The Company 600 (*) Company auditor 

Delek Automotive  890 (**) Outside auditor 

Delek Drilling 600  Company auditor 

The Phoenix  25,860 (**) Outside auditors   

Delek Israel  1,600 Outside auditor 

Cohen Development  90 Company auditor 

(*) Including ongoing review of internal auditing activities in all direct and indirect Company investees.  

(**) On November 3, 2019, the Company sold its investment in The Phoenix's shares, and in December 
2019 it sold its holdings in Delek Automotive's shares. Data therefore reflect the proportional time 
worked by the internal audit in 2019 up to the sale. 

 

The Company’s Board of Directors believes that the internal auditor’s work plan and the number 
of work hours allocated for its implementation, meet the Company’s needs. The Company can 
expand the scope of internal auditing activities if necessary. 
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G) The audit 

The internal audit is conducted according to generally accepted Israeli and international internal 
auditing standards, including standards established by the Institute of Internal Auditors in Israel 
(IIA) and in the US, and according to professional guidelines for internal auditing as prescribed 
in Section 4(b) to the Internal Auditing Law. 

The Company's Board has been satisfied that the auditor complies with all the above 
requirements and conditions, considering the internal auditor's statement as submitted to the 
Board. 

H) Access to information 

The internal auditor has full, unrestricted, continuous and direct access to the Company's 
information systems, including financial data, for conducting internal audit activities under 
Section 9 to the Internal Audit Law.  

 

I) Internal audit report 

Internal audit reports are submitted in writing, circulated, and discussed by the Company's Audit 
Committee. Furthermore, specific meetings and discussions are held by the audit committees of 
investees, concerning audit findings. The audit reports were discussed by the Audit Committee 
in its meetings of January 13, 2019 and December 19, 2019. 

J) Board of Directors’ assessment of the internal auditor’s work 

The Company’s Board of Directors believes that the scope of internal auditing in 2019, the 
nature and continuity of these activities and the Company’s internal auditor’s work plan are 
reasonable, and achieve the purposes of the internal auditing function.  

K) Compensation 

The internal auditor’s employment terms are as follows: 

1)  Overall annual fee of NIS 115,000 (plus VAT). 

2)  The Board of Directors believes the internal auditor’s remuneration does not affect or 
undermine the exercise of his professional judgment. 
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5. Auditors' Fees 

 For the year ended December 31 

 2019 2018 

 Audit and tax services Other services Audit and tax services Other services 

 
Hours 

NIS 
thousands 

Hours 
NIS 

thousands 
Hours 

NIS 
thousands 

Hours 
NIS 

thousands 

The Company and wholly owned HQ 
companies 

        

Kost Forer Gabbay and Kasierer 9,010 2,728 700 564 7,694 2,757 165 200 

         
EY UK - - - - 95 115 - - 

Other consolidated companies         

         
Delek The Israel Fuel Corporation 
Ltd.  

        

Kost Forer Gabbay and Kasierer 6,143 1,498 - - 6,325 1,656 185 32 

The Phoenix Holdings Ltd. including 
subsidiaries (*) 

        

Kost Forer Gabbay and Kasierer   11,638 2,588 4,168 824 24,992 5,104 4,378 1,003 

Others 1,573 329 - - 911 166 - - 

         
Delek Energy Systems Ltd. (including 
Delek Drilling Limited Partnership) 

        

Kost Forer Gabbay and Kasierer and Ziv 
Haft CPAs, joint auditors for Delek 
Drilling Limited Partnership 

11,218 2,056 3,037 1,485 11,913 3,123 3,722 1,448 

Somekh Chaikin 302 30 - - 49 227 - - 

Ithaca Energy Inc.         

PWC 547 499 2,347 2,138 2,600 1,583 710 854 

EY UK 5,760 2,652 - - - - - - 

(*) On November 3, 2019, the Company disposed of its investment in The Phoenix's shares. Data in the above table were calculated in a straight line from the start of the 
year and until the disposal date. 
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6. Disclosure on the financial statements' approval process 

The Company's Board of Directors is the corporate organ charged with overall supervision and 
approval of the financial statements.  

7. Classification of Negligible Transactions  

On March 30, 2009, the Company’s Board of Directors resolved to adopt, for the first time, guidelines 
and principles for classifying a transaction as a negligible transaction in keeping with the Securities 
Regulations (Periodic and Immediate Reports), 1970 ("the Reporting Regulations"), both as regards 
transactions with interested parties listed in the financial statements, and as regards controlling 
shareholder transactions. Following discussions with the Israel Securities Authority, on August 30, 
2009, the Company’s Board of Directors resolved to set forth stricter rules and guidelines for 
classifying transactions as negligible, as detailed below. These rules and guidelines were determined, 
among other things, with consideration to the nature of the Company as one of the largest holdings 
management companies in Israel with very extensive operations, to the value of the Company’s 
assets, the diversity of its operations, the nature of its transactions, and the extent of their cumulative 
effect on the Company’s operations and the results thereof. 

The Company’s Board of Directors has determined that a transaction will be deemed negligible if it 
meets all of the following conditions: 

A) Its value does not exceed 0.1% of the Company’s equity net of non-controlling interest, as 
stated in the Company’s most recent annual financial statements.  

B) It does not constitute an extraordinary transaction (as defined in the Companies Law). 

C) The transaction is also qualitatively negligible. 

D) In long-term transactions (e.g. - multi-year property leases), the negligibility of the transaction 
will be examined on an annual basis (for example - does the annual lease exceed the aforesaid 
amount). 

E) In insurance transactions, the premium will be examined as representing the transaction's 
value, as opposed to the scope of the insurance coverage provided. 

F) Each transaction will be examined individually, but the negligibility of related or contingent 
transactions will be examined in aggregate. 

G) Where a question arises concerning the application of the above criteria, the Company will 
exercise judgment and will examine negligibility based on the aim of the reporting regulations 
and guidelines above.  

On December 28, 2014, June 15, 2017, and May 29, 2019, the Company's Audit Committee decided 
to update the Company's negligible transactions procedure, and add the following: 

Any transaction in which the Company signs joint agreements to receive consulting services from 
employees or third parties in various matters including, but without limitation: law, regulation, finance 
and/or investments, tax and media, will be considered negligible if it meets all the rules set forth in the 
Company's negligible transactions procedures, provided that expenses for the transaction do not 
exceed NIS 2 million, and the terms of the transaction for the Company are no different than its terms 
for the associate or the controlling shareholder, pro rata. For long-term transactions, compliance with 
negligible value will be tested on an annual basis (for each calendar year). For example, in a long-term 
contract, scope of employment will be measured using the annual consultancy fees/wages.  

Each year, the Audit Committee will check that transactions specified in this report meet the above 
non-significance criteria. 
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D. Disclosure relating to the Company's financial reporting 

1. Critical accounting estimates  

For information about main accounting estimates, see Note 2B to the consolidated financial 
statements. 

2. Events after the financial position statement date 

For information on material events subsequent to the financial position statement date, see Chapter A 
to the Board of Directors' Report. 
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E. Dedicated disclosure for debenture holders 

Series 
Issue 
date 

Original 
par value 

Par value 
balance as 
of Dec. 31, 

2019 
Nominal 

interest rate Linkage 

Carrying 
amount - Dec. 

31, 2019 

Interest 
accrued in 
the books 
as of Dec. 
31, 2019 

Repayment dates 
(principal /interest) 

Stock exchange 
value as of 

December 31, 2019 Trustee 

B13 3/2007 913 365 
Until listing - 
+5.1%, after 
listing - 4.6% 

Israeli CPI 446 5 

Principal and interest 
payment on Mar. 29 
and Sept. 29 in each 

of 2020-2021 

457 
Hermetic Trust (1975) Ltd. 113 Hayarkon 
St. Tel Aviv Tel: 03-5274867 - Dan 
Avnon 

B18 
11/2009 
6/2010 
7/2011 

1,062 531 6.1% Israeli CPI 582 6 

Interest payment on 
Apr. 30 and Oct. 31 

and principal 
payment on Oct. 31 

in each of 2020-2022 

618 
Reznik Paz Nevo RPN Trusts 2007 Ltd., 
14 Yad Harutzim St., Tel Aviv Tel: 03-
6389200, Elad Sirkis 

B19 11/2010 560 420 4.65% Israeli CPI 449 3 

Interest payment on 
May 10 and Nov. 10 

and principal 
payment on Nov. 10 
in each of 2020-2022 

464 
Hermetic Capital Ltd. 113 Hayarkon St. 
Tel Aviv Tel: 03-5544553 - Tzuri Galili 

B22 6/2007 500 250 4.50% Israeli CPI 303 - 

Principal and interest 
payment on Jun. 30 
and Dec. 31 in each 

of 2020-2021 

309 

Mishmeret - Trusts Services Company 
Ltd., 48 Menahem Begin St., Tel Aviv, 
Tel: 03-6374335/4, Atty. Rami Katzav, 
CPA. 

B31 

2/2015 
6/2015 
10/2015 
2/2017 

3,276 3,276 4.3% Un-linked 3,276 51 

Interest payment on 
Aug. 20 and Feb. 20 

and principal 
payment on Feb. 20 
in each of 2020-2025 

3,140 
Hermetic Trust (1975) Ltd. 113 Hayarkon 
St. Tel Aviv Tel: 03-5274867 - Dan 
Avnon 

B33 7/2016 705 705 2.8% 
Convertible 
and non-
linked 

705 9 

Interest payment Jul. 
10 and Jan. 10 in 

each of 2020-2022 
and principal 

payment on Jan. 10, 
2022 

682 
Hermetic Trust (1975) Ltd. 113 Hayarkon 
St. Tel Aviv Tel: 03-5274867 - Dan 
Avnon 

B34 2/2018 521 521 4.48% Un-linked 521 - 

Interest payment on 
Jun. 30 and Dec. 31 

and principal 
payment on Dec. 31 

(except Dec. 31, 
2022) in each of 

2020-2028 

478 
Hermetic Trust (1975) Ltd. 113 Hayarkon 
St. Tel Aviv Tel: 03-5274867 - Dan 
Avnon 
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Convertible debentures 

Series Conversion to shares Conversion ratio Key conversion terms Forced conversion 

B33 
Delek Group, ordinary shares, 
1084188 

Conversion ratio in the period 
between Jul. 11, 2019 to Dec. 31, 
2021 is 1,278.52907 

The right to conversion into Company shares will 
stand on each trading day until Dec. 31, 2021, such 
that each NIS 1,278.52907 par value of Debentures 
(Series B33) is convertible to one ordinary share in 
the Company. Adjustments will be made following 
distribution of bonus shares, participation in rights 
issuances, and dividend distributions. 

The Company may force conversion if the 
closing price of the Company’s share on 
the TASE over 15 consecutive days of 
trading exceeds NIS 2,000 (starting Jul. 11, 
2019). 

 

*) As of December 31, 2019, and throughout 2019, the Company complied with all the terms of the debentures. Furthermore, the Company met all the terms of its obligations under 
the deed of trust. For information concerning developments subsequent to the financial position statement date, see Note 1 to the consolidated financial statements. 

**) For information concerning S&P Maalot’s current rating report for the Company, announcing a downgrade for the Company’s Debentures (Series B13, B22, B31, B33, B34) from 
ilA/stable to ilBBB-/negative, see the Company’s immediate report of April 1, 2020 (ref. no. 2020-01-034443), included herein by way of reference.   
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Financial covenants (debentures) 

The deed of trust for Debentures (Series B31) issued in 2015, and the deeds of trust for Series B33 
issued in July 2016, specified the following financial covenants: 

A) Minimum equity: The Company's minimum equity will not fall below NIS 2,400 million according 
to its audited or reviewed consolidated financial statements, as applicable, for two consecutive 
quarters. 

B) Ratio of equity to balance sheet total: The Company's equity will not fall below 20% of its 
balance sheet total according to the Company's audited or reviewed separate financial 
statements, as applicable, for two consecutive quarters. 

Equity, meaning the Company's total equity attributable to Company shareholders, excluding minority 
interests, as defined in GAAP.  

In February 2018, the Company issued Debentures (Series B34). The deed of trust for Debentures 
(Series B34) includes the above financial covenants, and as concerns minimum equity, the deed 
stipulates that the Company's minimum equity will not fall below NIS 2,600 million. 

Furthermore, the deeds of trust for Debentures (Series B31, B33, and B34) specify that the rating for 
the Company's debentures as set by a rating agency would not fall below a Maalot (S&P) rating of 
(BBB-), or an equivalent rating as used by another rating agency. Certain rating downgrades would 
increase the interest rate applicable to the above debenture series up to the specified rating limit. 

As of December 31, 2019, the Company complied with these financial covenants. For information 
concerning developments subsequent to the financial position statement date, see also Notes 1 and 
19 to the consolidated financial statements. 
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F. Additional information  

1. Buyback of securities 

On December 27, 2018, the Company's Board of Directors approved a buy-back plan (through the 
subsidiary partnership) of Company shares and/or debentures to a monetary amount of up to NIS 100 
million, for the period of January 1, 2019 to December 31, 2019. Furthermore, on October 6, 2019, the 
Company's Board of Directors approved another buy-back plan (through the subsidiary partnership) of 
Company shares and/or debentures to a monetary amount of up to NIS 100 million, for the period of 
October 6, 2019 to October 7, 2020. 

As part of these plans, in the reporting year the subsidiary partnership bought an additional 207,821 
shares in the Company, in consideration for NIS 111 million, as well as NIS 2 million in Company 
debentures.  

As of December 31, 2019, the subsidiary partnership holds 450,760 shares in the Company. 

Subsequent to the financial position statement date, the subsidiary partnership bought an additional 
135,662 shares in the Company in consideration for NIS 60 million. As of the report's approval date, 
the subsidiary partnership holds 586,422 Company shares. Furthermore, subsequent to the financial 
position statement date, the Company and the subsidiary partnership bought debentures issued by the 
Company, to a monetary amount of NIS 26 million. 

2. Company employees 

The Board of Directors would like to thank the Company's management, the management of the 
Company's investees, and to all the employees for their dedicated work and their contribution to the 
advancement of the Company. 

On November 27, 2019, the Company's Board of Directors appointed the Deputy CEO, Mr. Idan 
Wallace, as CEO of the Company, effective January 1, 2020. The Board of Directors thanked the 
Company's CEO, Mr. Asaf Bartfeld, for his significant and important contribution in developing the 
Company's business and establishing its position as a leading energy company. 

 

 

 

 Sincerely  
   
   

Gabriel Last  Idan Wallace 
   

Chairman of the Board  CEO 
   
   
   
   
Signature date: May 2, 2020  
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Appendix A to the Board of Directors' Report 

Breakdown of principal and interest payments on the Company and the staff companies' debentures 
and bank and other loans as of December 31, 2019 (in NIS millions):  

 2020 2021 2022 2023 2024 
2025 

onward Total 

Debentures  
Principal 921 921 1,785 802 802 1,050 6,281 

Interest 266 220 156 99 64 53 858 

Loans and credit 
facilities from banks and 
others *) 

Principal 635 1,575 206 12 12 48 2,488 

Interest 139 52 6 2 2 2 203 

Total 1,961 2,768 2,153 915 880 1,153 9,830 

*) Excluding amounts received by the Company as part of the swap transactions for selling The Phoenix's shares 
and a convertible liability. 
 

Updated Breakdown of principal and interest payments on the Company and the staff companies' 
debentures and bank and other loans near the financial statements' approval date (in NIS millions):  

 

May 1-
Dec. 31, 

2020 2021 2022 2023 2024 
2025 

onward Total 

Debentures  
Principal 644 918 1,780 796 796 1,040 5,974 

Interest 193 261 189 121 79 63 906 

Loans and credit 
facilities from banks and 
others *) 

Principal 492 994 204 12 12 49 1,763 

Interest 103 58 31 27 26 3 248 

Total 1,432 2,231 2,204 956 913 1,155 8,891 

*) Excluding amounts received by the Company as part of the swap transactions for selling The Phoenix's shares 
and a convertible liability. 
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Appendix B to the Board of Directors Report 

Extremely material valuations to test for impairment of goodwill attributable to Ithaca’s operations, and 
to test for impairment of GSA assets. 
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Delek Group Ltd 
Impairment Testing Under IAS 36 

April 30, 2020
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April 30, 2020

Private and Confidential  

Barak Mashraki, Chief Financial Officer 

Delek Group Ltd 

19 ABBA eBAN BLVD 

P.O.B 2054 

Herzliya 4612001 

Israel 

Valuation Services in Connection with the Impairment Testing of Ithaca Energy Ltd under IAS 36 

Dear Mr. Mashraki, 

Pursuant to your request, Duff & Phelps Ltd (“Duff & Phelps” or “D&P”) has performed valuation services in connection 

with the impairment analysis of Ithaca Energy Limited (“Ithaca” or the “Company”) in connection with the application 

of International Accounting Standard 36: Impairment of Assets (“IAS 36”).  

The objective of our analysis was to provide recommendations of the recoverable amount (“Recoverable Amount”) of 

Delek Group Ltd (“Delek”) investment in Ithaca as of December 31, 2019 (the “Valuation Date”). We understand that 

the results of our analysis will be used solely for the purpose of assisting the management of Delek in estimating the 

Recoverable Amount of the Ithaca in accordance with IAS 36. We are aware that you wish to use our opinion for the 

preparation of the financial statements of Delek Group Ltd and if necessary also to attach it to the financial statements 

and publish it, and we give our consent. 

The valuation was performed as of December 31, 2019 and took into account all facts and circumstances that were 

known or knowable as of that date. We refer to the section of subsequent events in our report that addresses the 

impact of Covid-19 on the global financial markets and, in particular, oil and gas prices. 

The full details of the terms of our engagement are included in our engagement letter dated October 11, 2019. 

We wish to note that we have no personal interest in the shares of the companies named in this report. In addition, 

the payment we receive for preparing it is not contingent upon the results of the valuation. 

We have appreciated the opportunity to work with you on this engagement. Please call Mathias Schumacher on          

+44 20 7089 4720 if we can be of further assistance. 

Yours sincerely, 

Duff & Phelps 

By:  

Mathias Schumacher 

Managing Director 
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Section 01 Introduction 
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Duff & Phelps was retained by Delek to assist with the performance of certain 

procedures, as set out below, relating to the application of IAS 36: Impairment 

of Assets. 

The Services consisted solely of assisting Delek with performing the impairment 

test of its investment in Ithaca under IAS 36 for financial reporting purposes.  

Scope of Services – IAS 36 

Based on discussions with Delek management (“Management”), we note that 

Ithaca is treated as a single investment in the Delek Group accounts. Ithaca 

acquired Chevron North Sea Limited (“CNSL”) in November 2019, and the 

existing goodwill balance as of the Valuation Date largely results from this 

transaction. As part of our impairment testing analysis, we have first estimated 

the Recoverable Amount, as defined below, of the investment in Ithaca as a 

whole in order to determine the potential risk of impairment. Our estimation of 

the Recoverable Amount of the investment in Ithaca reflects the operation of 

both the original Ithaca and newly acquired CNSL assets. Further to our 

impairment testing of the Investment in Ithaca as a whole, we have also 

assessed the Fair Values of each of the Greater Stella Area (“GSA”) assets to 

facilitate impairment testing at the level of the GSA CGU. 

Duff & Phelps is a valuation and corporate finance advisor with a global 

presence, with more than 3,500 employees across more than 28 countries 

worldwide. Founded in 1932, Duff & Phelps provides advisory services to more 

than 7,500 clients, including nearly 50.0 percent of the S&P 500. We offer a 

variety of diverse services, including valuation advisory, tax services, mergers 

and acquisitions advisory, and restructuring services among others. The 

Valuation Advisory Services team within Duff & Phelps comprises over 1,200 

professionals and specialises in financial reporting advisory, including purchase 

price allocations, goodwill and intangible impairment testing, fresh start 

accounting and business valuations.  

In October 2015, Delek acquired 19.9 percent of the equity of Ithaca. On 

February 6, 2017, Delek further announced that it had signed an agreement with 

Ithaca to purchase the remaining shares of the Company, then representing 80.8 

percent of the total equity, through its subsidiary DKL Investments Ltd. This 

decision was made in support of Delek’s greater strategy to expand its 

international energy operations. Delek’s intention at the time of the transaction 

was to continue Ithaca’s core operations, focusing on the development of the 

GSA assets. 

Ithaca, as an indirectly wholly owned subsidiary of Delek, acquired of the shares 

of CNSL for USD 1.7 billion in November 2019. The deal included ten producing 

fields (4 operated and 6 non-operated by CNSL) in the UK North Sea. The deal 

established Delek as the second largest independent oil and gas producer in the 

UK North Sea behind Chrysaor. Delek will continue to operate four of the ten 

fields (namely – Alba, Alder, Captain and Erksine). The transaction officially 

closed on November 08, 2019. 

Scope of 

Services 

Introduction to 

Duff & Phelps 

Delek’s 

acquisition of 

Ithaca 

Ithaca’s 

acquisition of 

CNSL 
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Delek Group Ltd 

Delek Group is an independent exploration and production company focused on 

the development of reserves in the Levant Basin off the coast of Israel, including 

Leviathan and Tamar among others. In addition, Delek has international 

operations, with a focus on high-potential opportunities in the North Sea through 

Ithaca, as well as in North America. Delek’s shares are traded on the Tel Aviv 

Stock Exchange (TASE: DLEKG) and are part of the TA 35 Index.1

Ithaca Energy Ltd 

Ithaca is an oil and gas operator with assets focused in the North Sea, with an 

asset base including both producing and exploratory oil and gas fields. Ithaca’s 

primary focus is on the development of the Greater Stella Area (“GSA”) licenses, 

located in the Central North Sea. Ithaca first became involved with the GSA 

assets in 2008, when it completed transactions with Shell, Esso, and Maersk to 

acquire an interest in the Stella and Harrier licenses.  

The GSA assets are comprised of the Stella, Hurricane, Harrier, Vorlich, and 

Austen discoveries. These five fields are serviced from a central hub known as 

the FPF-1 floating production facility (the “FPF-1”). The FPF-1 was refurbished 

beginning in 2011 and work was completed in August 2016. Following the 

completion of FPF-1 updates, production began at the Stella field in February 

2017. Ithaca intends to initially operate the FPF-1 for extraction from five wells 

at the Stella field, with the Harrier field to follow. The Hurricane, Vorlich and 

Austen discoveries remain in the exploration stage, but eventually will also be 

serviced by the FPF-1.  

Chevron North Sea Limited  

Chevron North Sea Limited produces crude oil and natural gas from the United 

Kingdom North Sea. The company was incorporated in 1981 and is based in 

Aberdeen, United Kingdom.  

1 Delek-Group Company Website and S&P Capital IQ 

Company 

Profile(s) 
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As of the Valuation Date, Brent Crude (“Brent”) and West Texas Intermediate 

(“WTI”) oil were trading at USD 66.0/bbl. and USD 60.7/bbl. respectively, with 

Henry Hub and National Balancing Point Natural Gas trading at USD 

2.12/MMBtu and 31p/therm.2

2019 witnessed ongoing geopolitical tensions in the Middle East including the 

drone strikes on two oil processing facilities in Saudi Arabia and a continued 

trend of US International Oil Companies exiting the North Sea, including both 

the Norwegian Continental Shelf (“NCS”) and UK North Sea (“UKNS”).  The year 

was also characterized by a well-supplied oil market resulting in weak crude 

prices and against a backdrop of a subdued global economy. In addition, the US 

surpassed Saudi Arabia and Russia to become the world’s largest crude oil 

producer. Gas has also been impacted negatively in an over-supplied market 

with liquefied natural gas (“LNG”) supply outstripping weak European gas 

demand.  

In September 2019, two Saudi Arabian oil processing facilities were attacked in 

a drone strike. These plants produced 6 percent of the global oil production and 

the incident had the initial impact of increasing the Brent oil price by 20 percent 

before settling down. However, full production had been restored by the end of 

the month. This did restore calm in the markets but also highlighted the 

vulnerability of the Saudi processing facilities. The much-anticipated IPO of 

Saudi Aramco finally took place in December 2019, when the Saudi goliath’s 

shares started trading on the local exchange (Tadawul Stock Exchange). 

The strategy behind the decision of US majors exiting the North Sea basin relies 

on the fact that oil economics are shifting to more profitable plays. The merger 

between Chevron and Anadarko earlier in the year has signaled a change of 

paradigm among the US majors, some of which are refocusing on the more 

profitable U.S. shale plays and LNG projects. ConocoPhillips, ExxonMobil and 

Chevron have deployed a strategy of exiting the maturing North Sea and instead 

focusing on the shale plays in the US. On the other hand, North Sea based 

independent producers have been active in buying the assets which are being 

offloaded by these American majors. In September 2019, private equity backed 

Chrysaor completed the acquisition of ConocoPhillips’ British North Sea oil and 

gas business to cement its position as the basin’s top producer. 

We note that subsequent to the Valuation Date, the global markets have been 

severely impacted by the COVID-19 pandemic. Disagreements about the 

appropriate action between Opec members and Russia about an appropriate 

response on the supply side of oil resulted in a significant drop in Brent and WTI 

oil price.  

These events were not known or knowable as at the Valuation Date and we have 

not factored them in our analysis. They could, however, materially impact our 

analysis. We do however point out that Ithaca has always maintained strong 

2 S&P Capital IQ 

World Oil & 

Gas Market 



DUFF & PHELPS
8 

hedging positions for 12 to 18 months which will help mitigate the impact in the 

short term.   

IAS 36 defines the Recoverable Amount of an asset as the higher of its Fair 

Value less costs to sell (“Fair Value Less Cost to Sell” or “FVLCTS”) or its value 

in use (“Value in Use” or “VIU”), where FVLCTS is defined as “the amount 

obtainable from the sale of an asset or cash generating unit in an arm’s length 

transaction between knowledgeable, willing parties, less the costs of disposal”

and VIU is defined as “the present value of the future cash flows expected to be 

derived from an asset or cash generating unit”. We note that IAS 36 does not 

require an analysis of both the FVLCTS and VIU as the Recoverable Amount is 

determined by the higher of both. 

Under IAS 36, goodwill impairment is then tested by checking if the Recoverable 

Amount is greater than the Carrying Value. 

Definition of 

Recoverable 

Amount 
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Section 02 Sources of 

Information and 

Procedures 



DUFF & PHELPS
10 

In the course of our valuation analysis, we relied upon financial and other 

information, including prospective financial information obtained from 

Management and from various public, financial, and industry sources. Our 

conclusion is dependent on such information being complete and accurate in all 

material respects. However, as is customary in the business valuation 

profession, the scope of our work will not enable us to accept responsibility for 

the accuracy and completeness of such provided information. 

The principal sources of information used in performing our valuation include: 

 Ithaca’s Cashflow Valuation Model, including production and financial 

projections for the lifetime of each of Ithaca and CNSL’s oil and gas 

fields; 

 The oil and gas price forecasts used by Management as well as those 

obtained from various industry sources including analyst reports with 

long-term estimates; 

 Carrying values of the investment in Ithaca and the GSA CGU as 

provided by Delek; 

 Publicly available financial statements and other information for 

comparable companies; and 

 Other available information relevant to the valuation of the Subject 

Assets.  

We also used selected third-party databases for financial information, including: 

 Standard and Poor's Capital IQ database; 

 Duff & Phelps 2019 Valuation Handbook: Guide to Cost of Capital; 

 Bloomberg LP; and 

 International Monetary Fund (“IMF”) inflation forecast. 

In addition, we held meetings, in person or via telephone conference, with the 

following people: 

 Barak Mashraki, CFO, Delek Group 

 Tamar Rosenberg, Financial Controller, Delek Group; and 

 Ithaca Management 

In general, our procedures have included, but were not limited to the following:

 Analysis of general market data, including economic, governmental, 

and environmental forces which could affect the Recoverable Amount 

of the investment or CGU; 

 Analysis of comparable companies for estimating an appropriate 

WACC for Ithaca; 

Sources of 

Information 

Procedures 
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 Discussions with Management concerning the history and future 

operations of Ithaca, the market environment, and the projections 

prepared for the business; 

 Analysis of historical and projected operating and financial results 

including revenues, operating margins and capital expenditures; 

 Estimation of the Recoverable Amount of Ithaca and of the GSA CGU 

through the application of the Income Approach; and 

 Comparison of the Recoverable Amounts of Ithaca and the GSA CGU 

to their respective Carrying Values in order to test for impairment as 

of December 31, 2019. 



DUFF & PHELPS
12 

Section 03 Ithaca Impairment 

Test – IAS 36 
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In performing the goodwill impairment test under IAS 36, we first estimated the 

Recoverable Amount of the Investment in Ithaca, as described below. Having 

determined the Recoverable Amount, we compared it to the Carrying Value. As 

described under Financial Reporting Requirements, impairment is indicated if 

the Carrying Value exceeds the Recoverable Amount.  

In estimating the Recoverable Amount, we relied primarily on a discounted cash 

flow (“Discounted Cash Flow” or “DCF”) valuation under the Income Approach 

as an indication of Ithaca’s FVLCTS. The Income Approach is a valuation 

technique that provides an estimation of the value of a business based on the 

cash flows that the business can be expected to generate in the future. The 

Income Approach is generally an important indicator of value to the owner and 

to a prospective purchaser of a business because it permits a comparison to be 

made with alternative investment opportunities. It is not unusual for a prospective 

purchaser to evaluate the reasonableness of the purchase price of a business 

by estimating the present value of the projected net cash flows in the future. 

Ithaca management provided us with a financial model containing production 

and cash flow projections for the Company and this formed the basis of our 

analysis under the Income Approach. We compared the FVLCTS indicated by 

the Income Approach to the Carrying Value of the investment in Ithaca to 

determine whether an impairment was indicated at the Valuation Date. 

In estimating the Recoverable Amount of the investment in Ithaca, we first 

considered the Company’s financial forecasts. These include forecasts from 

Ithaca’s fields and the 10 CNSL fields acquired as part of the transaction. We 

have detailed the fields and summarised expected financials in the tables below: 

      Source: Management provided financial model

Valuation 

Approach 

Ithaca 

Operations 

Ithaca CNSL

Field Working Interest Field Working Interest

Stella 100.0%  Captain 85.0%  

Hurricane 100.0% Alba 23.4% 

Harrier 100.0% Erskine 50.0% 

Don SW 40.0% Britannia 32.4% 

Ythan 40.0% Brodgar 12.5% 

W Don 21.4% Enochdhu 50.0% 

Cook 61.3%  Callanish 16.5%  

Athena 40.0% Alder 73.7% 

Causeway 64.5% Elgin-Franklin 3.9% 

Fionn 100.0% Jade 19.9% 

Jacky 100.0% 

Courageous 55.0% 

Topaz 35.0%  

Anglia 30.0% 

Broom 8.0% 

Vorlich 34.0% 

Austen 100.0% 

Pierce 7.5% 
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              Source: Management provided financial model 

Management provided us with detailed forecasts for the lifetime of each of 

Ithaca’s and CNSL’s fields’. As at the Valuation Date, Ithaca had eight producing 

fields and four fields in the development stage. We further note that two of the 

fields which are in the development stage will commence producing 

hydrocarbons by 2021 whilst the other two fields are in early stages of 

development. The 10 fields acquired as part of the CNSL transaction are 

producing fields. Four fields (Captain, Alba, Erskine and Alder) are operated 

while the remaining six come under non-operated category. 

These projections included production forecasts as well as estimates of 

operating and central costs (“Opex”), capital expenditures (“Capex”), and key 

assumptions around pricing and inflation. We understand that these forecasts 

were created based on technical reports and appraisals conducted for the 

reserves by Ithaca’s consultant, Netherland Sewell & Associates Inc. (“NSAI”), 

as well as the opinion and expertise of the Company’s technical staff and 

Management. Furthermore, we note that these projections include certain 

assumptions for key inputs such as inflation and commodity prices. We have 

performed benchmarking analyses to verify these assumptions. Please refer to 

Exhibit 2.0 for detailed financial projections.  

The financial projections, which we relied upon for the purposes of our analysis 

were based on the following assumptions: 

Revenues 

Revenue for Ithaca (including CNSL) is derived through the extraction and sale 

of the oil, gas and natural gas liquids (“NGL”) reserves associated with each of 

the field assets. Revenue is estimated for each field based on the respective 

field’s production profile and price forecasts for the hydrocarbon over the life of 

the field.  

Financial Forecasts (USD Thousands)

2020 2021 2022

Total Net Production (Mboe) 27,000 27,389 27,295

Total Net Revenue 1,276,116 1,422,983 1,492,183 

Total Operating Costs (454,399) (434,756) (467,789)

EBITDA 821,716 988,227 1,024,394

Financial 

Projections 
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Price Forecasts 

Management have provided us with their price forecasts for the hydrocarbons 

until the projected life of the fields. These forecasts run from Q4 2019 until 2050. 

The price deck for each hydrocarbon has been converted to nominal terms using 

an inflation factor of 2.0 percent (annual). We note that the combination of real 

price changes and inflation results in nominal price increases of between 1.8 

percent and 6.8 percent annually, with long-term forecast increases between 2.0 

and 2.5 percent. Additionally, we note that there is a price-differential applied to 

each field. The commodity price differential is applied to compensate for the 

“quality of oil/gas being produced” or the “distance from mouth”, which reflects 

the logistics of bring the crude/gas to the market. We have compared 

Management’s concluded price forecast against the price decks provided by the 

third parties and conclude that Management’s pricing assumptions are within a 

reasonable range. Furthermore, we have relied upon these price forecasts in our 

analysis. Please see below for an illustration of Management’s Brent oil price 

forecasts as compared to consultants’ estimates and refer to Exhibit 11.0 for 

further details:

Source: Bloomberg 

Inflation 

Management relied upon an inflation assumption of 2.0 percent annually in their 

projections. To validate this assumption, we compared it to the World Economic 

Outlook’s (“WEO”) latest data as of October 2019 for long-term inflation 

expectations. The comparison for inflation forecast is illustrated in the following 

graph: 



DUFF & PHELPS
16 

            Source: WEO inflation forecast as at October 2019

We note that while revenues for Ithaca are forecast in USD, most of the 

Company’s costs are incurred in GBP, and we therefore considered inflation 

expectations for both the United States and United Kingdom. We found that the 

WEO’s forecast concluded on a long-term inflation assumption of close to 2.0 

percent for the mentioned regions, and therefore consider Management’s 

assumption to be reasonable. 

Operating Expenses and Central Costs 

Management has provided us with estimates of the cash operating costs 

required for the day-to-day operation of the extraction activities. In addition, 

Ithaca will incur some central costs, such as administrative expenses and 

hedging costs. Management has estimated these costs over the life of the 

assets. 

Capital Expenditures 

The Capex reflected in Management’s forecasts include investments in wells 

and the costs incurred to bring these wells to a producing stage. We note that 

under UK regulations capital expenditures in the oil and gas industry are 

immediately depreciable and are thus treated as expenses in our projections. 

Decommissioning Costs 

At the end of the life of each oil and gas field, Ithaca will incur certain 

abandonment costs for the operating basins/fields. These costs are associated 

with decommissioning the equipment and facilities and are mandated for an 

exploration company to meet its requirements for and environmental clean-up 

required once production at the respective field has ceased. Management has 

provided us with an estimation of future decommissioning costs expectations. 
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Taxes 

We note that in the course of acquiring and developing its assets, Ithaca has 

accrued significant net operating losses (“NOLs”), which reduce the future taxes 

payable for the Company. Going forward, profits from CNSL assets can be offset 

by Ithaca’s existing NOLs. As a result, Ithaca is expected to offset all taxable 

profits until 2022 and will begin paying taxes in 2023.   

When applying the Income approach, the cash flows expected to be generated 

by a business or asset are discounted to their present value equivalent using a 

rate of return that reflects the relative risk of the investment, as well as the time 

value of money. In determining the appropriate discount rate to be applied to the 

forecasted cash flows, we considered the weighted average cost of capital 

(“WACC”).  

Weighted Average Cost of Capital 

The WACC is calculated by weighting the required returns on interest-bearing 

debt and common equity capital in proportion to their estimated percentages in 

an expected industry capital structure. 

The general formula for calculating the WACC is: 

���� =  
�

� + �
�� +

�

� +�
��(� − �)

Where: 

kd = Pre-tax rate of return on debt capital; 

ke = Rate of return on equity capital; and 

D = Debt capital; 

E = Equity capital; 

t = Applicable tax rate. 

Discount Rate 

Determination 
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Required Return on Equity 

We used the Capital Asset Pricing Model (“CAPM”) to estimate the required 

return on equity. The CAPM is described in the following sections. 

Capital Asset Pricing Model 

CAPM has been empirically tested and is widely accepted for the purpose of 

estimating a company’s required return on equity capital. In applying the CAPM, 

the rate of return on equity is estimated as the sum of the current risk-free rate 

of return, plus a Market Equity Risk Premium expected over the risk-free rate of 

return, multiplied by the “beta” for the stock, plus a size premium (where 

applicable). Beta is defined as a risk measure that reflects the sensitivity of a 

company’s stock price to the movements of the stock market as a whole.  

The CAPM rate of return on equity capital is calculated using the following 

formula: 

�� = �� + ���� − ��� + ���

Where: 

ke = Rate of return on equity capital; 

Rf = Risk free rate of return; 

β = Beta or systematic risk for this type of equity investment; 

RM - Rf = Market Equity Risk Premium (the expected return on a 

broad portfolio of stocks in the market (RM) less the risk- 

free rate (Rf)); and 

SSP = Small Stock Premium. 

Risk-free Rate of Return 

For the risk-free rate of return, we used a yield on 20-year US government bonds 

as of the Valuation Date. Research indicates that the low yields observed 

currently represent an aberration, overly influenced by a “flight to quality.” 

Indications are that these low yields may not be sustainable. As a result, we 

applied a longer-term normalised yield of 3.0 percent instead of the spot yield. 

These yields are “risk-free” only in nominal terms (i.e., if they are held to maturity, 

default risk is assumed to be negligible).   

Beta 

Beta (β) is a statistical measure of the volatility of the price of a specific stock 

relative to the movement of a general group. Generally, beta is considered to be 

indicative of the market’s perception of the relative risk of the specific stock. For 

unlisted firms, practical application of the CAPM is dependent upon the ability to 
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identify publicly traded companies that have similar risk characteristics as the 

subject company/assets in order to derive meaningful measures of beta.  

Market Equity Risk Premium 

Due to the increased risk of holding equity securities as compared to holding 

debt securities, investors demand a risk premium as part of their return on equity 

capital. This risk premium is defined as the difference between the market return 

on equity and the risk-free rate of return. Since the expectations of the average 

investor are not directly observable, the Market Equity Risk Premium must be 

inferred. Based on a review of historical and forward-looking market risk 

premium data, we applied a 5.0 percent premium. 

Small Stock Premium 

The CAPM rate of return is adjusted by a premium that reflects the extra risk of 

an investment in a small company.  This premium is derived from differences in 

historical returns between small and large company stocks. Using the Duff & 

Phelps 2020 Valuation Handbook as reference, we consider that the appropriate 

small stock premium for a company of Ithaca’s size is 1.42 percent.  

Cost of Debt Capital 

The rate of return on debt capital is the rate a prudent debt investor would require 

on interest-bearing debt. We have utilised a corporate US BB rated bond index 

rate to determine the pre-tax cost of debt as of the Valuation Date. This rate was 

then adjusted to account for the normalised risk-free rate, resulting in a yield of 

6.6 percent. This yield is an indication of the pre-tax cost of U.S. based debt 

capital.  

�� = (�)(�− �)

Where: 

kd = After-tax rate of return on debt capital; 

k = Pre-tax rate of return on debt capital; and 

t = Applicable tax rate (30.0 percent). 

Tax Rate 

We note that a tax rate of 30.0 percent is applied in our WACC calculations. 

Whilst the marginal tax rate for UK North Sea operators is 40.0 percent, 10.0 

percent of this total which reflects supplementary charges is not deductible for 

finance costs, hence, does not provide a tax-shield for the cash flows.  
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Weighted Average Cost of Capital Conclusion 

The resulting post-tax WACC was calculated as 9.0 percent. See Exhibit 10.0 

for additional detail. 

Present Value of Projected Cash Flows 

Based on the assumptions described above, we estimated the total present 

value of future cash flows on an Enterprise Value basis to be USD 3.46 billion.  

Recoverable Amount 

We have estimated the total Enterprise Value of the Company to be 

approximately USD 3.46 billion. We have made further adjustments for Net Debt 

of USD 1.6 billion. We further note that Delek’s Shareholder Loan to Ithaca of 

USD 250.0 million is a part of the Gross Debt. We have therefore added this 

back in our calculations to arrive at the Net Equity Value including Shareholder 

Loans. The table below illustrates our calculations to derive the Equity Value.  

Equity Value (USD Thousands) 

Total Enterprise Value      3,459,088  

Less: Gross Debt (1,805,000)

Add: Cash 15,000 

Add: Shareholder Loan 250,000 

Equity Value 1,919,088

Management has provided us with the Carrying Value of the investment in Ithaca 

as per Delek’s records. In estimating the Carrying Value we understand that 

financial assets (cash) and financial liabilities (long-term and short-term debt, 

provisions for liabilities and obligations under finance leases) were excluded. We 

note however that Delek has extended a shareholder loan to Ithaca has been 

included in the Carrying Value. As of the Valuation Date the balance of the loan 

including accrued interest was USD 250.0 million. As stated above, we have 

included this in our calculations. 

As provided to us by Management, the estimated Carrying Value of the 

investment in Ithaca amounts to USD 1.5 billion.  

Recoverable 

Amount 

Calculation of 

Carrying Value



DUFF & PHELPS
21 

We tested the investment in Ithaca for impairment by checking if the 

Recoverable Amount was in excess of the Carrying Value as of the Valuation 

Date. We determined the Recoverable Amount to be approximately USD 1.9 

billion, based on the FVLCTS analysis outlined above.  

As illustrated in the table below, the Recoverable Amount as of the Valuation 

Date is above the Carrying Value of the investment in Ithaca, indicating no 

Goodwill Impairment as of the Valuation Date. 

IAS 36 Impairment Conclusion (USD Thousands) 

Estimated Recoverable Amount 1,919,088 

Carrying Value at Valuation Date 1,547,000

Indicated Excess / (Impairment) 372,088

Conclusion – 

Ithaca 

Impairment 

Testing 
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Section 4 GSA CGU 

Impairment Test 
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Background 

The Ithaca-operated GSA is located in the heart of the Central Graben area of 

the Central North Sea, on the UK Continental Shelf. Ithaca owns licenses to six 

fields in the GSA which are all supported by the FPF-1 floating production facility. 

The GSA licences contain the Stella and Harrier fields, both of which are in 

production as at the Valuation Date, and the Vorlich field, which is currently in 

the process of being developed.  Ithaca also owns operated interests in several 

satellite fields that are planned for development via the hub infrastructure, being 

the Hurricane, Austen and Courageous discoveries. Ithaca’s focus on the GSA 

is driven by monetisation of the currently identified reserves as well as the 

generation of additional value via the wider opportunities provided by the range 

of undeveloped discoveries surrounding the production hub. 

Impairment Testing 

As described previously, we have completed impairment testing at the level of 

Delek’s total investment in Ithaca as held on Delek’s books. On the Delek Group 

accounts, we understand Ithaca is recognised as a single investment whilst in 

the consolidated accounts all the assets are recognised individually.  We have 

therefore also performed a GSA CGU-specific impairment analysis. As Delek 

carries the value of these GSA assets separately on its balance sheet, we have 

performed additional testing specific to the CGU which contains these fields.  

Methodology 

We have utilised the same methodology in calculating the field values of these 

GSA assets as utilised in calculating the Fair Value for the investment in Ithaca 

as described previously. We have relied on the production and other forecasts 

provided by Management. While the Ithaca-level cash flows were assessed on 

a consolidated level, for the purposes of the GSA CGU impairment testing we 

have considered the cash flows for all GSA fields separately. 

There are several minor differences between the approach used in the Ithaca-

level impairment test and the GSA CGU impairment testing: 

 We have not included the decommissioning costs or hedging costs in 

the field-level cash flows. We understand that in Delek’s consolidated 

accounts these assets and liabilities are recognised separately, and 

have therefore excluded them when estimating the NPV of an individual 

field to avoid double-counting. 

 We have not included a separate line of cash flows related to SG&A 

costs for individual fields. We understand that the majority of 

administrative expenses relating to the GSA assets are onshore 

support costs. Ithaca management has advised us that the costs which 

Greater Stella 

Area (“GSA”) 

CGU 
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are specific to each field have already been allocated and are captured 

in each field’s operating expenses. The additional SG&A costs which 

we reflected at the total Ithaca level relate to central costs which are 

not attributable to any individual field. We therefore consider it 

reasonable not to include these cash flows at the level of the GSA CGU. 

 We have performed our field-level analysis on a pre-tax basis, and field 

values have been converted into post-tax values subsequently utilising 

a tax rate of 40.0 percent.  

See Exhibits 4.0 – 9.0 for field-level cash flows. 

The following table illustrates the Net Book Value and the Fair Value (utilising a 

discount rate of 9.0 percent) for each of the fields under GSA; 

GSA Assets (USD 000s)

Net Book Value Net Present Value

Stella 254,126 34,077

Harrier 210,602 162,680

Hurricane 45,699 80,133

Vorlich 237,543 155,732 

Austen 70,793 131,900

Courageous 122 64,602

Total 818,885 629,123

Headroom (Impairment) (189,762)

We note that whilst our impairment testing at the level of the total investment in 

Ithaca did not imply any impairment, implications vary significantly across each 

field within Ithaca’s portfolio. As shown above, while the NPV of certain GSA 

fields exceeds their respective book values, there is an overall impairment at the 

CGU level which is primarily driven by the decrease in the value of Stella. 
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The outbreak of COVID-19 was declared a pandemic by the World Health 

Organization on March 11, 2020 and has severely impacted global financial 

markets. Oil and Gas prices have sharply declined in response to this crisis and 

there has been a material impact on the overall demand for hydrocarbons at a 

global level. 

Our analysis was conducted as of 31 December 2019, with a subsequent 

finalisation of this report. During the intervening period, the global economy was 

impacted by a significant unforeseen event, the COVID-19 pandemic. Our 

analysis and report do not contemplate the impact of this event on the business, 

economy or valuations herein, which analysis and report would likely have varied 

materially had such impact of COVID-19 been considered. 

            Source: S&P Capital IQ 

Subsequent 

Events 



DUFF & PHELPS
26 

Section 04 Limiting Conditions  
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This document has been prepared solely for the Management and directors of 

Delek for the purposes stated herein and should not be relied upon for any other 

purpose.  Unless required by law, this report shall not be provided to any third 

party (with the exception of the appropriate tax and regulatory authorities and 

Delek’s auditors and legal and tax advisors) without our prior written consent.  In 

no event, regardless of whether consent has been provided, shall we assume 

any responsibility to any third party to which the report is disclosed or otherwise 

made available. 

Our procedures did not include investigation of, and we assume no responsibility 

for, the titles to, or any liens against, the assets of Delek or Ithaca. Furthermore, 

we assume there are no hidden, unapparent, or unexpected conditions that 

could affect the value of the business and accept no responsibility for discovering 

such conditions. 

While our work has involved an analysis of financial information and accounting 

records, our engagement does not include an audit in accordance with generally 

accepted auditing standards of Delek’s existing business records. Accordingly, 

we assume no responsibility and make no representations with respect to the 

accuracy or completeness of any information provided by and on behalf of Delek 

or Ithaca. 

Budgets, projections, and forecasts relate to future events and are based on 

assumptions that may not remain valid for the whole of the relevant period. 

Consequently, this information cannot be relied upon to the same extent as that 

derived from audited accounts for completed accounting periods. We express 

no opinion as to how closely the actual results will correspond to those projected 

or forecast by Delek or Ithaca. 

We determined Recoverable Amount assuming the ongoing use of the assets in 

the existing business. Accordingly, the conclusions reached in this valuation are 

meaningful only for the specific purpose of this engagement as stated above. 

In the course of our valuation, we used financial and other information, including 

prospective financial information, provided to us by Delek or Ithaca management 

or obtained from public sources we believe to be reliable; the more significant 

sources of this information are identified in this report. Our conclusions are 

dependent on such information being complete and accurate in all material 

respects; however, we have not examined such information and, accordingly, do 

not express an opinion or any other form of assurance thereon. 

In accordance with our agreement, this report is limited to estimating the 

Recoverable Amount of the investment in Ithaca and the GSA CGU for 

impairment testing purposes.  Additional issues may exist that could affect the 

local jurisdiction tax treatment of the Company with respect to which we have 

prepared this report.  This report does not consider or provide a conclusion with 

respect to any of those issues.  With respect to any significant local jurisdiction 

tax issue outside the scope of this report, this report was not written, and cannot 

be used, by anyone for the purpose of avoiding local jurisdiction tax penalties. 

Limiting 

Conditions 
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Section 05 Exhibits  



Delek Group Ltd.
Ithaca Energy Ltd. Goodwill Impairment Analysis

Valuation Date: December 31, 2019

Index
Currency in USD (Unless otherwise noted)
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Impairment Testing - Ithaca Consolidated

Ithaca Summary of Values Exhibit 1.0
Ithaca Discounted Cash Flow Analysis Exhibit 2.0

Impairment Testing - GSA CGU

GSA Summary of Values Exhibit 3.0
GSA Field Cash Flows: Stella Exhibit 4.0
GSA Field Cash Flows: Harrier Exhibit 5.0
GSA Field Cash Flows: Hurricane Exhibit 6.0
GSA Field Cash Flows: Vorlich Exhibit 7.0
GSA Field Cash Flows: Austen Exhibit 8.0
GSA Field Cash Flows: Courageous Exhibit 9.0

Supporting Exhibits

Weighted Average Cost of Capital Exhibit 10.0
Commodity Price Forecast Exhibit 11.0
Management Price Forecast Exhibit 12.0



Delek Group Ltd. Exhibit 1.0
Ithaca Energy Ltd. Goodwill Impairment Analysis
Valuation Date: December 31, 2019
Ithaca Summary of Values
Currency in USD Thousands (Unless otherwise noted)

Total Enterprise Value (1) 3,459,088
Less: Gross Debt (2) (1,805,000)
Add: Cash (3) 15,000
Add: Shareholder Loan (4) 250,000

Equity Value 1,919,088

Carrying Value (5) 1,547,000

Indicated Excess / (Impairment) 372,088

Notes:
(1) Calculated using forecasts provided by Management and a discount rate of 9.0%. See Exhibit 2.0.
(2) Gross Debt includes the RBL facility, Bonds and the Shareholder Loan.
(3) Provided by Management. Balance as at the Valutaion Date.
(4) Shareholder Loan is included in Gross Debt, hence, added back to calculate Equity Value.
(5) Provided by Management.
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Ithaca Energy Ltd. Goodwill Impairment Analysis Page 1/2

Valuation Date: December 31, 2019
Ithaca Discounted Cash Flow Analysis
Currency in USD Thousands (Unless otherwise noted)

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

Net Production (1)

Ithaca 7,064                   8,876                   9,585                   8,857                   9,741                   12,296                 8,749                   5,127                   3,129                   2,071                   1,355                   1,370                   

CNSL 19,936                 18,513                 17,710                 17,061                 16,927                 16,654                 16,712                 12,435                 8,837                   6,172                   3,791                   3,107                   

Total Net Production (Mboe) 27,000                 27,389                 27,295                 25,918                 26,668                 28,950                 25,462                 17,562                 11,966                 8,242                   5,145                   4,477                   

Net Revenue

Ithaca 301,263               444,899               490,817               469,528               529,693               707,096               480,691               275,478               168,712               114,138               90,071                 107,195               

CNSL 974,853               978,084               1,001,366            1,045,236            1,091,178            1,125,701            1,188,406            922,137               673,166               484,048               322,569               271,537               

Total Net Revenue 1,276,116            1,422,983            1,492,183            1,514,765            1,620,871            1,832,797            1,669,096            1,197,616            841,878               598,186               412,639               378,732               

% growth 11.5% 4.9% 1.5% 7.0% 13.1% (8.9%) (28.2%) (29.7%) (28.9%) (31.0%) (8.2%)

Operating Costs 

Ithaca (128,673)              (107,107)              (125,412)              (109,540)              (124,635)              (155,642)              (137,176)              (108,724)              (91,502)               (75,929)               (59,654)               (54,720)               

CNSL (325,726)              (327,650)              (342,377)              (352,550)              (384,230)              (403,142)              (392,070)              (332,929)              (304,373)              (251,711)              (156,841)              (143,534)              

Total Operating Costs (454,399)              (434,756)              (467,789)              (462,090)              (508,865)              (558,784)              (529,247)              (441,653)              (395,875)              (327,640)              (216,494)              (198,254)              

EBITDA 821,716               988,227               1,024,394            1,052,674            1,112,006            1,274,014            1,139,850            755,962               446,004               270,546               196,145               180,478               

20.3% 3.7% 2.8% 5.6% 14.6% (10.5%) (33.7%) (41.0%) (39.3%) (27.5%) (8.0%)

Other Income (Costs)

Ithaca 5,689                   (45,289)               (32,898)               (16,237)               (16,563)               (16,894)               (17,232)               (14,647)               (9,562)                 (9,754)                 (9,949)                 (10,148)               

CNSL -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      

Total Other Income (Costs) 5,689                   (45,289)               (32,898)               (16,237)               (16,563)               (16,894)               (17,232)               (14,647)               (9,562)                 (9,754)                 (9,949)                 (10,148)               

Net Capex

Ithaca (58,754)               (147,214)              (40,576)               (204,487)              (105,150)              -                      -                      -                      -                      -                      (16,639)               -                      

CNSL (125,404)              (189,421)              (191,166)              (233,574)              (99,914)               (120,080)              (76,532)               (94,486)               (26,326)               -                      -                      -                      

Total Net Capex (184,158)              (336,635)              (231,742)              (438,061)              (205,065)              (120,080)              (76,532)               (94,486)               (26,326)               -                      (16,639)               -                      

DSA Postings

Ithaca (941)                    (1,300)                 (1,200)                 (1,664)                 (1,731)                 (970)                    (1,040)                 (1,363)                 (1,386)                 (1,741)                 (1,824)                 (236)                    

CNSL (3,960)                 (4,400)                 (5,086)                 (6,102)                 (6,708)                 (7,282)                 (7,797)                 (7,216)                 (7,644)                 (9,266)                 (8,906)                 (9,248)                 

Total DSA Postings (4,901)                 (5,700)                 (6,286)                 (7,766)                 (8,439)                 (8,252)                 (8,837)                 (8,579)                 (9,030)                 (11,007)               (10,730)               (9,484)                 

Decommissioning Costs 

Ithaca (21,908)               (4,119)                 (4,119)                 (61,377)               (82,344)               (4,766)                 (5,018)                 -                      -                      (22,189)               (27,450)               -                      

CNSL -                      -                      -                      -                      -                      -                      -                      (47,272)               -                      -                      (198,777)              (88,123)               

Total Decommissioning Costs (2) (21,908)               (4,119)                 (4,119)                 (61,377)               (82,344)               (4,766)                 (5,018)                 (47,272)               -                      (22,189)               (226,227)              (88,123)               

Pre-Tax Income 616,438               596,484               749,348               529,233               799,594               1,124,021            1,032,230            590,978               401,086               227,596               (67,401)               72,723                 

Margin 48.3% 41.9% 50.2% 34.9% 49.3% 61.3% 61.8% 49.3% 47.6% 38.0% (16.3%) 19.2%

Total Tax Payable 8,763                   1,648                   1,648                   (61,671)               (231,644)              (408,035)              (408,109)              (230,486)              (158,789)              (91,038)               28,000                 (29,089)               

Free Cash Flow 625,202               598,131               750,996               467,562               567,950               715,986               624,121               360,492               242,297               136,558               (39,401)               43,634                 

Partial Period 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00

Mid-Year Adjustment 0.50 1.50 2.50 3.50 4.50 5.50 6.50 7.50 8.50 9.50 10.50 11.50

PV Factor @ 9.0% 0.9578 0.8787 0.8062 0.7396 0.6785 0.6225 0.5711 0.5240 0.4807 0.4410 0.4046 0.3712

PV of Free Cash Flow to Firm 598,835               525,602               605,440               345,817               385,382               445,717               356,449               188,885               116,472               60,223                 (15,941)               16,196                 

Total Enterprise Value 3,459,088     

Less: Gross Debt (3) (1,805,000)    WACC Sensitivity

Add: Cash (4) 15,000          8.0% 9.0% 10.0%

Add: Shareholder Loan 250,000        2,019,077 1,919,088 1,822,530

Equity Value 1,919,088

Notes:

(1) Production forecasts have been provided by Management.

(2) Decommissioning cost estimates have been provided by Management.

(3) Gross Debt includes the RBL facility, Bonds and the Shareholder Loan.

(4) Provided by Management.
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Ithaca Energy Ltd. Goodwill Impairment Analysis

Valuation Date: December 31, 2019
Ithaca Discounted Cash Flow Analysis
Currency in USD Thousands (Unless otherwise noted)

Net Production (1)

Ithaca

CNSL

Total Net Production (Mboe)

Net Revenue

Ithaca

CNSL

Total Net Revenue

% growth

Operating Costs 

Ithaca

CNSL

Total Operating Costs

EBITDA

Other Income (Costs)

Ithaca

CNSL

Total Other Income (Costs)

Net Capex

Ithaca

CNSL

Total Net Capex

DSA Postings

Ithaca

CNSL

Total DSA Postings

Decommissioning Costs 

Ithaca

CNSL

Total Decommissioning Costs (2)

Pre-Tax Income

Margin

Total Tax Payable

Free Cash Flow

Partial Period

Mid-Year Adjustment

PV Factor @ 9.0%

PV of Free Cash Flow to Firm

Total Enterprise Value 3,459,088     

Less: Gross Debt (3) (1,805,000)    

Add: Cash (4) 15,000          

Add: Shareholder Loan 250,000        

Equity Value 1,919,088

Notes:

(1) Production forecasts have been provided by Management.

(2) Decommissioning cost estimates have been provided by Management.

(3) Gross Debt includes the RBL facility, Bonds and the Shareholder Loan.

(4) Provided by Management.

Exhibit 2.0
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2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043

504                     -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      

2,434                   898                     193                     153                     143                     134                     126                     115                     -                      -                      -                      -                      

2,938                   898                     193                     153                     143                     134                     126                     115                     -                      -                      -                      -                      

44,368                 -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      

224,620               80,366                 12,171                 9,848                   9,492                   9,070                   8,674                   8,081                   -                      -                      -                      -                      

268,988               80,366                 12,171                 9,848                   9,492                   9,070                   8,674                   8,081                   -                      -                      -                      -                      

(29.0%) (70.1%) (84.9%) (19.1%) (3.6%) (4.4%) (4.4%) (6.8%)

(34,855)               -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      

(133,153)              (49,735)               (7,205)                 (7,117)                 (7,223)                 (7,334)                 (7,449)                 (7,534)                 -                      -                      -                      -                      

(168,008)              (49,735)               (7,205)                 (7,117)                 (7,223)                 (7,334)                 (7,449)                 (7,534)                 -                      -                      -                      -                      

100,980               30,631                 4,966                   2,731                   2,269                   1,736                   1,225                   547                     -                      -                      -                      -                      

(44.0%) (69.7%) (83.8%) (45.0%) (16.9%) (23.5%) (29.5%) (55.4%)

(10,351)               (10,558)               (5,385)                 (5,492)                 (5,602)                 (5,715)                 (5,829)                 (5,945)                 -                      -                      -                      -                      

-                      -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      

(10,351)               (10,558)               (5,385)                 (5,492)                 (5,602)                 (5,715)                 (5,829)                 (5,945)                 -                      -                      -                      -                      

-                      -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      

-                      -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      

-                      -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      

-                      -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      

(8,595)                 (6,745)                 (4,432)                 (3,158)                 (1,999)                 (766)                    (777)                    (782)                    (593)                    (398)                    (201)                    -                      

(8,595)                 (6,745)                 (4,432)                 (3,158)                 (1,999)                 (766)                    (777)                    (782)                    (593)                    (398)                    (201)                    -                      

-                      (163,488)              -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      

(130,856)              (91,689)               (180,428)              (170,207)              (151,953)              (154,992)              -                      -                      (17,546)               (17,759)               (18,114)               (18,477)               

(130,856)              (255,177)              (180,428)              (170,207)              (151,953)              (154,992)              -                      -                      (17,546)               (17,759)               (18,114)               (18,477)               

(48,822)               (241,849)              (185,278)              (176,125)              (157,285)              (159,736)              (5,381)                 (6,181)                 (18,138)               (18,157)               (18,315)               (18,477)               

(18.2%) (300.9%) (1,522.3%) (1,788.4%) (1,657.0%) (1,761.1%) (62.0%) (76.5%) - - - -

19,529                 96,739                 72,171                 68,083                 60,781                 61,997                 -                      -                      7,018                   7,104                   7,246                   7,391                   

(29,293)               (145,109)              (113,107)              (108,043)              (96,504)               (97,740)               (5,381)                 (6,181)                 (11,120)               (11,053)               (11,070)               (11,086)               

1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00

12.50 13.50 14.50 15.50 16.50 17.50 18.50 19.50 20.50 21.50 22.50 23.50

0.3405 0.3124 0.2866 0.2630 0.2412 0.2213 0.2031 0.1863 0.1709 0.1568 0.1438 0.1320

(9,976)                 (45,335)               (32,420)               (28,411)               (23,281)               (21,632)               (1,093)                 (1,151)                 (1,900)                 (1,733)                 (1,592)                 (1,463)                 



Delek Group Ltd. Exhibit 3.0

Ithaca Energy Ltd Impairment Testing

Valuation Date: December 31, 2019
GSA Summary of Values
Currency in USD Thousands (Unless otherwise noted)

GSA Assets (USD 000s)

Net Book Value (1) Fair Value (Post-Tax) (2)

Stella 254,126 34,077

Harrier 210,602 162,680

Hurricane 45,699 80,133

Vorlich 237,543 155,732

Austen 70,793 131,900

Courageous 122 64,602

Total 818,885 629,123

Headroom (Impairment) (189,762)

Notes:

(1) Book values as provided by Delek.

(2) See Exhibits 4.0 to 9.0 for cash flows by field.



Delek Group Ltd. Exhibit 4.0

Ithaca Energy Ltd. Impairment Analysis

Valuation Date: December 31, 2019

GSA Field Cash Flows: Stella
Currency in USD Thousands (Unless otherwise noted)

01/01/2020 01/04/2020 01/07/2020 01/10/2020 01/01/2021 01/01/2022 01/01/2023 01/01/2024 01/01/2025 01/01/2026 01/01/2027 01/01/2028 01/01/2029

31/03/2020 30/06/2020 30/09/2020 31/12/2020 31/12/2021 31/12/2022 31/12/2023 31/12/2024 31/12/2025 31/12/2026 31/12/2027 31/12/2028 31/12/2029

Stella Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Net Production

Oil (mbbl) 81 81 82 82 170 86 18 - - - - - -

NGL (mbbl) 66 66 66 66 146 80 17 - - - - - -

Gas (mboe) 296 296 299 299 657 360 77 - - - - - -

Total Net Production (mboe) (1) 442 442 447 447 973 526 112 - - - - - -

Net Revenue (1) 14,780 14,773 14,928 14,920 35,986 20,177 4,564 - - - - - -

Net Opex (1) (7,153) (7,153) (7,153) (7,153) (11,565) (13,877) (4,344) - - - - - -

Net Capex (1) - - - - - - - - - - - - -

Total Net Field Cash Flows 7,626 7,619 7,774 7,767 24,421 6,300 220 - - - - - -

Discount Period - 0.25 0.50 0.75 1.38 2.38 3.38 4.37 5.38 6.38 7.38 8.37 9.38

Present Value of Net Field Cash Flows @ 9.0% 7,626 7,457 7,447 7,280 21,687 5,132 164 - - - - - -

01/01/2030 01/01/2031 01/01/2032 01/01/2033 01/01/2034 01/01/2035 01/01/2036 01/01/2037 01/01/2038 01/01/2039 01/01/2040 01/01/2041 01/01/2042 01/01/2043

31/12/2030 31/12/2031 31/12/2032 31/12/2033 31/12/2034 31/12/2035 31/12/2036 31/12/2037 31/12/2038 31/12/2039 31/12/2040 31/12/2041 31/12/2042 31/12/2043

Notes: 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043

Net Production

Oil (mbbl) - - - - - - - - - - - - - -

NGL (mbbl) - - - - - - - - - - - - - -

Gas (mboe) - - - - - - - - - - - - - -

Total Net Production (mboe) (1) - - - - - - - - - - - - - -

Net Revenue (1) - - - - - - - - - - - - - -

Net Opex (1) - - - - - - - - - - - - - -

Net Capex (1) - - - - - - - - - - - - - -

Total Net Field Cash Flows - - - - - - - - - - - - - -

Discount Period 10.38 11.38 12.37 13.38 14.38 15.38 16.37 17.38 18.38 19.38 20.37 21.38 22.38 23.38

Present Value of Net Field Cash Flows @ 9.0% - - - - - - - - - - - - - -

Pre-Tax Field NPV 56,794

Tax Rate: (2) 40.0%

Post-Tax Field NPV 34,077

Notes:

(1) Forecasts as per Management

(2) Taxes include a corporate tax of 30.0% and a supplementary tax of 10.0%
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Ithaca Energy Ltd. Impairment Analysis

Valuation Date: December 31, 2019

GSA Field Cash Flows: Harrier
Currency in USD Thousands (Unless otherwise noted)

01/01/2020 01/04/2020 01/07/2020 01/10/2020 01/01/2021 01/01/2022 01/01/2023 01/01/2024 01/01/2025 01/01/2026 01/01/2027 01/01/2028 01/01/2029

31/03/2020 30/06/2020 30/09/2020 31/12/2020 31/12/2021 31/12/2022 31/12/2023 31/12/2024 31/12/2025 31/12/2026 31/12/2027 31/12/2028 31/12/2029

Harrier Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Net Production

Oil (mbbl) 49 49 50 50 156 219 274 292 217 178 152 130 112

NGL (mbbl) 64 64 64 64 201 247 348 377 280 230 196 168 144

Gas (mboe) 287 287 290 290 907 1,115 1,566 1,698 1,262 1,034 882 757 649

Total Net Production (mboe) (1) 400 400 405 405 1,264 1,581 2,188 2,367 1,760 1,442 1,230 1,055 905

Net Revenue (1) 12,579 12,572 12,703 12,696 44,813 59,317 86,687 96,083 73,353 61,667 54,157 47,707 42,015

Net Opex (1) (4,033) (4,033) (4,033) (4,033) (2,569) (12,160) (22,064) (25,455) (14,070) (20,524) (25,798) (29,687) (30,375)

Net Capex (1) - - - - (53,040) - - - - - - - -

Total Net Field Cash Flows 8,546 8,539 8,671 8,664 (10,796) 47,158 64,623 70,628 59,283 41,143 28,359 18,020 11,640

Discount Period - 0.25 0.50 0.75 1.38 2.38 3.38 4.37 5.38 6.38 7.38 8.37 9.38

Present Value of Net Field Cash Flows @ 9.0% 8,546 8,358 8,306 8,121 (9,587) 38,419 48,301 48,431 37,286 23,740 15,013 8,752 5,185

01/01/2030 01/01/2031 01/01/2032 01/01/2033 01/01/2034 01/01/2035 01/01/2036 01/01/2037 01/01/2038 01/01/2039 01/01/2040 01/01/2041 01/01/2042 01/01/2043

31/12/2030 31/12/2031 31/12/2032 31/12/2033 31/12/2034 31/12/2035 31/12/2036 31/12/2037 31/12/2038 31/12/2039 31/12/2040 31/12/2041 31/12/2042 31/12/2043

Notes: 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043

Net Production

Oil (mbbl) 307 656 249 - - - - - - - - - - -

NGL (mbbl) 47 32 13 - - - - - - - - - - -

Gas (mboe) 210 146 61 - - - - - - - - - - -

Total Net Production (mboe) (1) 563 834 323 - - - - - - - - - - -

Net Revenue (1) 38,435 68,804 27,147 - - - - - - - - - - -

Net Opex (1) (19,287) (20,438) (18,127) - - - - - - - - - - -

Net Capex (1) (16,639) - - - - - - - - - - - - -

Total Net Field Cash Flows 2,509 48,367 9,020 - - - - - - - - - - -

Discount Period 10.38 11.38 12.37 13.38 14.38 15.38 16.37 17.38 18.38 19.38 20.37 21.38 22.38 23.38

Present Value of Net Field Cash Flows @ 9.0% 1,025 18,134 3,103 - - - - - - - - - - -

Pre-Tax Field NPV 271,133

Tax Rate: (2) 40.0%

Post-Tax Field NPV 162,680

Notes:

(1) Forecasts as per Management

(2) Taxes include a corporate tax of 30.0% and a supplementary tax of 10.0%



Delek Group Ltd. Exhibit 6.0

Ithaca Energy Ltd. Impairment Analysis

Valuation Date: December 31, 2019

GSA Field Cash Flows: Hurricane
Currency in USD Thousands (Unless otherwise noted)

01/01/2020 01/04/2020 01/07/2020 01/10/2020 01/01/2021 01/01/2022 01/01/2023 01/01/2024 01/01/2025 01/01/2026 01/01/2027 01/01/2028 01/01/2029

31/03/2020 30/06/2020 30/09/2020 31/12/2020 31/12/2021 31/12/2022 31/12/2023 31/12/2024 31/12/2025 31/12/2026 31/12/2027 31/12/2028 31/12/2029

Hurricane Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Net Production

Oil (mbbl) - - - - 1,204 1,542 874 424 214 112 62 34 17

NGL (mbbl) - - - - 58 145 131 67 34 18 9 5 2

Gas (mboe) - - - - 262 655 591 300 155 80 42 21 9

Total Net Production (mboe) (1) - - - - 1,525 2,342 1,595 791 403 211 113 59 28

Net Revenue (1) - - - - 88,120 132,061 89,769 45,545 23,806 12,835 7,247 3,987 1,978

Net Opex (1) - - - - (4,535) (14,496) (14,606) (8,790) (3,862) (4,013) (3,628) (2,802) (1,573)

Net Capex (1) (7,375) (7,375) (7,375) (7,375) (86,190) (40,576) - - - - - - -

Total Net Field Cash Flows (7,375) (7,375) (7,375) (7,375) (2,605) 76,989 75,163 36,755 19,944 8,821 3,620 1,185 405

Discount Period - 0.25 0.50 0.75 1.38 2.38 3.38 4.37 5.38 6.38 7.38 8.37 9.38

Present Value of Net Field Cash Flows @ 9.0% (7,375) (7,218) (7,065) (6,913) (2,314) 62,723 56,179 25,203 12,544 5,090 1,916 575 181

01/01/2030 01/01/2031 01/01/2032 01/01/2033 01/01/2034 01/01/2035 01/01/2036 01/01/2037 01/01/2038 01/01/2039 01/01/2040 01/01/2041 01/01/2042 01/01/2043

31/12/2030 31/12/2031 31/12/2032 31/12/2033 31/12/2034 31/12/2035 31/12/2036 31/12/2037 31/12/2038 31/12/2039 31/12/2040 31/12/2041 31/12/2042 31/12/2043

Notes: 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043

Net Production

Oil (mbbl) 6 - - - - - - - - - - - - -

NGL (mbbl) 1 - - - - - - - - - - - - -

Gas (mboe) 2 - - - - - - - - - - - - -

Total Net Production (mboe) (1) 9 - - - - - - - - - - - - -

Net Revenue (1) 690 - - - - - - - - - - - - -

Net Opex (1) (619) 0 (0) - - - - - - - - - - -

Net Capex (1) - - - - - - - - - - - - - -

Total Net Field Cash Flows 71 0 (0) - - - - - - - - - - -

Discount Period 10.38 11.38 12.37 13.38 14.38 15.38 16.37 17.38 18.38 19.38 20.37 21.38 22.38 23.38

Present Value of Net Field Cash Flows @ 9.0% 29 0 (0) - - - - - - - - - - -

Pre-Tax Field NPV 133,556

Tax Rate: (2) 40.0%

Post-Tax Field NPV 80,133

Notes:

(1) Forecasts as per Management

(2) Taxes include a corporate tax of 30.0% and a supplementary tax of 10.0%



Delek Group Ltd. Exhibit 7.0

Ithaca Energy Ltd. Impairment Analysis

Valuation Date: December 31, 2019

GSA Field Cash Flows: Vorlich
Currency in USD Thousands (Unless otherwise noted)

01/01/2020 01/04/2020 01/07/2020 01/10/2020 01/01/2021 01/01/2022 01/01/2023 01/01/2024 01/01/2025 01/01/2026 01/01/2027 01/01/2028 01/01/2029

31/03/2020 30/06/2020 30/09/2020 31/12/2020 31/12/2021 31/12/2022 31/12/2023 31/12/2024 31/12/2025 31/12/2026 31/12/2027 31/12/2028 31/12/2029

Vorlich Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Net Production

Oil (mbbl) - - 420 420 1,363 571 279 152 90 57 37 26 18

NGL (mbbl) - - 90 90 419 390 362 284 202 144 102 73 52

Gas (mboe) - - 167 167 774 721 668 525 373 266 189 135 96

Total Net Production (mboe) (1) - - 677 677 2,556 1,681 1,309 961 666 466 329 233 166

Net Revenue (1) - - 33,952 33,953 127,744 77,530 58,652 42,363 29,604 21,053 15,247 11,094 8,127

Net Opex (1) - - (6,797) (6,797) (26,498) (18,297) (14,827) (11,308) (7,395) (6,239) (6,571) (6,334) (5,257)

Net Capex (1) - (15,640) - - - - - - - - - - -

Total Net Field Cash Flows - (15,640) 27,155 27,156 101,246 59,232 43,825 31,055 22,209 14,814 8,676 4,759 2,871

Discount Period - 0.25 0.50 0.75 1.38 2.38 3.38 4.37 5.38 6.38 7.38 8.37 9.38

Present Value of Net Field Cash Flows @ 9.0% - (15,308) 26,013 25,455 89,908 48,256 32,756 21,295 13,969 8,548 4,593 2,311 1,279

01/01/2030 01/01/2031 01/01/2032 01/01/2033 01/01/2034 01/01/2035 01/01/2036 01/01/2037 01/01/2038 01/01/2039 01/01/2040 01/01/2041 01/01/2042 01/01/2043

31/12/2030 31/12/2031 31/12/2032 31/12/2033 31/12/2034 31/12/2035 31/12/2036 31/12/2037 31/12/2038 31/12/2039 31/12/2040 31/12/2041 31/12/2042 31/12/2043

Notes: 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043

Net Production

Oil (mbbl) 9 - - - - - - - - - - - - -

NGL (mbbl) 25 - - - - - - - - - - - - -

Gas (mboe) 46 - - - - - - - - - - - - -

Total Net Production (mboe) (1) 81 - - - - - - - - - - - - -

Net Revenue (1) 4,058 - - - - - - - - - - - - -

Net Opex (1) (2,890) 0 (0) - - - - - - - - - - -

Net Capex (1) - - - - - - - - - - - - - -

Total Net Field Cash Flows 1,168 0 (0) - - - - - - - - - - -

Discount Period 10.38 11.38 12.37 13.38 14.38 15.38 16.37 17.38 18.38 19.38 20.37 21.38 22.38 23.38

Present Value of Net Field Cash Flows @ 9.0% 477 0 (0) - - - - - - - - - - -

Pre-Tax Field NPV 259,553

Tax Rate: (2) 40.0%

Post-Tax Field NPV 155,732

Notes:

(1) Forecasts as per Management

(2) Taxes include a corporate tax of 30.0% and a supplementary tax of 10.0%



Delek Group Ltd. Exhibit 8.0

Ithaca Energy Ltd. Impairment Analysis

Valuation Date: December 31, 2019

GSA Field Cash Flows: Austen
Currency in USD Thousands (Unless otherwise noted)

01/01/2020 01/04/2020 01/07/2020 01/10/2020 01/01/2021 01/01/2022 01/01/2023 01/01/2024 01/01/2025 01/01/2026 01/01/2027 01/01/2028 01/01/2029

31/03/2020 30/06/2020 30/09/2020 31/12/2020 31/12/2021 31/12/2022 31/12/2023 31/12/2024 31/12/2025 31/12/2026 31/12/2027 31/12/2028 31/12/2029

Austen Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Net Production

Oil (mbbl) - - - - - - - 1,289 2,845 1,236 327 57 -

NGL (mbbl) - - - - - - - - - - - - -

Gas (mboe) - - - - - - - 1,169 2,807 2,600 1,243 331 -

Total Net Production (mboe) (1) - - - - - - - 2,458 5,652 3,837 1,569 388 -

Net Revenue (1) - - - - - - - 145,534 340,945 215,875 84,873 20,669 -

Net Opex (1) - - - - - - - (28,070) (66,442) (50,121) (25,181) (8,442) -

Net Capex (1) - - - - - - (148,718) (80,771) - - - - -

Total Net Field Cash Flows - - - - - - (148,718) 36,692 274,503 165,754 59,692 12,227 -

Discount Period - 0.25 0.50 0.75 1.38 2.38 3.38 4.37 5.38 6.38 7.38 8.37 9.38

Present Value of Net Field Cash Flows @ 9.0% - - - - - - (111,156) 25,160 172,648 95,643 31,599 5,938 -

01/01/2030 01/01/2031 01/01/2032 01/01/2033 01/01/2034 01/01/2035 01/01/2036 01/01/2037 01/01/2038 01/01/2039 01/01/2040 01/01/2041 01/01/2042 01/01/2043

31/12/2030 31/12/2031 31/12/2032 31/12/2033 31/12/2034 31/12/2035 31/12/2036 31/12/2037 31/12/2038 31/12/2039 31/12/2040 31/12/2041 31/12/2042 31/12/2043

Notes: 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043

Net Production

Oil (mbbl) - - - - - - - - - - - - - -

NGL (mbbl) - - - - - - - - - - - - - -

Gas (mboe) - - - - - - - - - - - - - -

Total Net Production (mboe) (1) - - - - - - - - - - - - - -

Net Revenue (1) - - - - - - - - - - - - - -

Net Opex (1) - - - - - - - - - - - - - -

Net Capex (1) - - - - - - - - - - - - - -

Total Net Field Cash Flows - - - - - - - - - - - - - -

Discount Period 10.38 11.38 12.37 13.38 14.38 15.38 16.37 17.38 18.38 19.38 20.37 21.38 22.38 23.38

Present Value of Net Field Cash Flows @ 9.0% - - - - - - - - - - - - - -

Pre-Tax Field NPV 219,833

Tax Rate: (2) 40.0%

Post-Tax Field NPV 131,900

Notes:

(1) Forecasts as per Management

(2) Taxes include a corporate tax of 30.0% and a supplementary tax of 10.0%



Delek Group Ltd. Exhibit 9.0

Ithaca Energy Ltd. Impairment Analysis

Valuation Date: December 31, 2019

GSA Field Cash Flows: Courageous
Currency in USD Thousands (Unless otherwise noted)

01/01/2020 01/04/2020 01/07/2020 01/10/2020 01/01/2021 01/01/2022 01/01/2023 01/01/2024 01/01/2025 01/01/2026 01/01/2027 01/01/2028 01/01/2029

31/03/2020 30/06/2020 30/09/2020 31/12/2020 31/12/2021 31/12/2022 31/12/2023 31/12/2024 31/12/2025 31/12/2026 31/12/2027 31/12/2028 31/12/2029

Courageous Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Net Production

Oil (mbbl) - - - - - - - 419 1,252 658 241 89 34

NGL (mbbl) - - - - - - - 37 160 168 131 103 81

Gas (mboe) - - - - - - - 166 722 756 592 464 363

Total Net Production (mboe) (1) - - - - - - - 622 2,134 1,582 965 656 478

Net Revenue (1) - - - - - - - 38,896 130,575 88,921 49,501 31,324 21,961

Net Opex (1) - - - - - - - (7,114) (24,924) (19,606) (12,795) (9,240) (9,600)

Net Capex (1) - - - - - - (55,769) (24,379) - - - - -

Total Net Field Cash Flows - - - - - - (55,769) 7,403 105,651 69,315 36,706 22,084 12,361

Discount Period - 0.25 0.50 0.75 1.38 2.38 3.38 4.37 5.38 6.38 7.38 8.37 9.38

Present Value of Net Field Cash Flows @ 9.0% - - - - - - (41,683) 5,076 66,449 39,996 19,431 10,725 5,506

01/01/2030 01/01/2031 01/01/2032 01/01/2033 01/01/2034 01/01/2035 01/01/2036 01/01/2037 01/01/2038 01/01/2039 01/01/2040 01/01/2041 01/01/2042 01/01/2043

31/12/2030 31/12/2031 31/12/2032 31/12/2033 31/12/2034 31/12/2035 31/12/2036 31/12/2037 31/12/2038 31/12/2039 31/12/2040 31/12/2041 31/12/2042 31/12/2043

Notes: 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043

Net Production

Oil (mbbl) 13 5 - - - - - - - - - - - -

NGL (mbbl) 63 42 - - - - - - - - - - - -

Gas (mboe) 284 189 - - - - - - - - - - - -

Total Net Production (mboe) (1) 361 236 - - - - - - - - - - - -

Net Revenue (1) 16,385 10,762 - - - - - - - - - - - -

Net Opex (1) (11,680) (10,103) (0) - - - - - - - - - - -

Net Capex (1) - - - - - - - - - - - - - -

Total Net Field Cash Flows 4,705 658 (0) - - - - - - - - - - -

Discount Period 10.38 11.38 12.37 13.38 14.38 15.38 16.37 17.38 18.38 19.38 20.37 21.38 22.38 23.38

Present Value of Net Field Cash Flows @ 9.0% 1,923 247 (0) - - - - - - - - - - -

Pre-Tax Field NPV 107,670

Tax Rate: (2) 40.0%

Post-Tax Field NPV 64,602

Notes:

(1) Forecasts as per Management

(2) Taxes include a corporate tax of 30.0% and a supplementary tax of 10.0%



Delek Group Ltd. Exhibit 10.0

Ithaca Energy Ltd. Goodwill Impairment Analysis

Valuation Date: December 31, 2019

Weighted Average Cost of Capital

Currency in Local Thousands (Unless otherwise noted)

Assumptions and Sources Formulas

Valuation Date 31-Dec-19 Unlevered Beta = Beta (Observed) / [1 + D/E ( 1 - ti )]

Risk-Free Rate (Rf) 3.0% D&P Normalised Risk Free Rate Relevered Beta = Unlevered Beta * [ 1 + D/E ( 1 - tt )]

Pretax Required Rate on Debt Capital (i) 6.6% Normalised USD BB rated bond Industry Average D/E = (Debt/Capital) / (Equity/Capital)

Equity Risk Premium (Rp) 5.0% D&P Normalised EMRP

Small Stock Premium (Ssp) 1.42% Duff & Phelps 2020 Handbook, Micro Cap Relevered Beta Analysis

Effective Tax Rate - Target (tt) 30.0% Target Tax Rate

Beta (Relevered) (β) 1.54 Industry Median Beta (Unlevered) 1.05

Debt / Capital (D) (6) 40.0% Industry Characteristics and Expected Leverage Industry D/E 66.7%

Equity / Capital (E) 60.0% Industry Characteristics and Expected Leverage Effective Tax Rate - Target (tt) 30.0%

Alpha (α) 0.0% Company Characteristics Beta (Relevered) 1.54

Comparable Company Analysis

Company Ticker

S&P Credit 

Rating

Beta 

(Predicted) 

(1)

Book Value of 

Debt (2) Share Price

Number of 

Common Shares 

Outstanding

Market Value of 

Equity

Minority 

Interest 

(Equity) Total Capital Debt/Equity Debt/Capital

Individual 

Country Tax 

Rate (3)

Beta 

(Unlevered) 

(5)

Cairn Energy PLC LSE:CNE NR 1.76 394 2.05 581 1,190 - 1,584 33.1% 24.9% 40.0% 1.47

Premier Oil plc LSE:PMO NR 2.30 3,260 0.98 830 815 - 4,074 400.1% 80.0% 40.0% 0.68

Aker BP ASA OB:AKERBP BBB- 1.76 3,326 288.00 360 103,563 - 106,888 3.2% 3.1% 78.0% 1.75

Lundin Petroleum AB (publ) OM:LUPE NR 1.72 4,031 318.30 284 90,414 - 94,444 4.5% 4.3% 78.0% 1.70

Delek Group Ltd. TASE:DLEKG NR 1.31 24,357 524.90 12 6,163 6,981 37,501 185.3% 65.0% 27.9% 0.56

Equinor ASA OB:EQNR AA- 1.29 28,776 175.50 3,299 578,978 16 607,770 5.0% 4.7% 78.0% 1.28

Selected 40.0% 1.05

Weighted Average Rate of Return - Capital Asset Pricing Model WACC Sensitivity Table

Required

Return Weighting WACC Beta (Relevered) 1.24 1.34 1.54 1.74 1.84

WACC 8.0% 9.0% 9.0% 10.0% 10.0%

Debt 4.6% x 40.0% 1.8%

Equity 12.1% x 60.0% 7.3%

Weighted Average Cost of Capital 9.1%

Weighted Average Cost of Capital (rounded) 9.0%

Notes:

(1) BARRA Betas as at December 2019.

(2) Debt includes short term and long term interest-bearing debt plus capital leases and preferred stock.

(3) Estimated effective tax rate for exploration and production companies.

(4) Small Stock Premium per D&P Valuation Handbook 2020.

(5) Premier Oil, Aker BP ASA and Lundin Petroleum have been given less weighting in our determination of the unlevered beta.

(6) The selected leverage is based on our assumption of a market participant target leverage structure.



Delek Group Ltd. Exhibit 11.0

Ithaca Energy Ltd. Goodwill Impairment Analysis

Valuation Date: December 31, 2019

Commodity Price Forecast

Currency in USD per bbl

Firm (1) As of 2020 2021 2022 2023

Citigroup Inc 31-Dec-19 59.0 50.0 n/a n/a

MPS Capital Services Banca per le Imprese SpA 30-Dec-19 59.0 n/a n/a n/a

Fitch Solutions 20-Dec-19 62.0 58.0 n/a n/a

Raymond James Financial Inc 18-Dec-19 70.0 80.0 75.0 75.0

Westpac Banking Corp 17-Dec-19 65.0 57.0 53.0 58.3

Intesa Sanpaolo SpA 17-Dec-19 63.5 60.0 55.0 58.0

Commerzbank AG 13-Dec-19 60.0 60.0 n/a n/a

ABN AMRO Bank NV 12-Dec-19 58.0 63.0 n/a n/a

CIBC 10-Dec-19 65.0 n/a n/a n/a

Sanford C Bernstein & Co Inc 10-Dec-19 68.0 71.0 71.0 74.0

Emirates NBD PJSC 28-Nov-19 57.1 59.2 n/a n/a

BNP Paribas SA 21-Nov-19 58.0 n/a n/a n/a

Capital Economics Ltd 04-Nov-19 60.0 71.0 n/a n/a

Rabobank International 24-Oct-19 73.0 72.5 71.6 71.5

Bank of Nova Scotia/The 08-Oct-19 59.0 65.0 65.0 n/a

MUFG Bank 01-Oct-19 59.4 63.5 65.0 n/a

Market Risk Advisory Co Ltd 01-Oct-19 61.8 63.5 65.0 66.0

Max 73.0 80.0 75.0 75.0

Median 60.0 63.3 65.0 68.7

Average 62.2 63.8 65.1 67.1

Min 57.1 50.0 53.0 58.0

Brent Futures (2) 52.8 59.4 57.3 56.7

Management Nominal Price (3) 60.9 62.8 66.1 70.6

Notes:

(1) Source: Bloomberg, Brent Forecasts from 01/10/2019 to 31/12/2019.

(2) Source: S&P Capital IQ, Brent Futures as at 31/12/2019.

(3) Source: Ithaca Provided Financial Model.
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Delek Group Ltd. Exhibit 12.0

Ithaca Energy Ltd. Goodwill Impairment Analysis

Valuation Date: December 31, 2019

Management Price Forecast

Currency in USD per bbl

Year $/bbl

2019 65.0

2020 60.9

2021 62.8

2022 66.1

2023 70.6

2024 72.9

2025 75.4

2026 77.8

2027 81.5

2028 84.7

2029 88.3

2030 91.4

2031 94.3

2032 97.2

2033 100.9

2034 104.7

2035 107.6

2036 111.3

2037 113.3

2038 115.4

2039 117.8

Notes:

(1) Source: Management Provided Forecasts.
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DUFF & PHELPS
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London SE1 9SG 
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  December 31 

  2019 2018 

 Note NIS millions 

Current assets    

Cash and cash equivalents 3 1,517 1,486 

Short-term investments 4 786 819 

Trade receivables 5 1,894 1,871 

Other receivables 6 514 584 

Current tax assets  83 410 

Financial derivatives 10F 213 94 

Inventory 7 477 302 

  5,484 5,566 

Assets held for sale 10 - 90,798 

  
5,484 96,364 

Non-current assets    

Long-term loans, deposits and receivables 8 3,667 2,136 

Other financial assets 9 675 110 

Investments in associates 10 492 1,053 

Investment property 11 432 406 

Right-of-use assets 22 910 - 

Financial derivatives 10F 182 52 

Investments in exploration and production of oil and gas assets, net 12 27,687 20,844 

Fixed assets, net  13 2,129 2,179 

Goodwill 14 4,174 1,479 

Other intangible assets, net 14 7 5 

Deferred taxes 32E 1,124 2,424 

  
41,479 30,688 

  
46,963 127,052 

    
 
 
 
. 
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  December 31 

  2019 2018 

 Note NIS millions 

Current liabilities    

Borrowings and current maturities from banks and others 15 5,006 2,606 

Trade payables 16 1,246 1,193 

Other payables 17 1,439 1,533 

Current maturities of lease liabilities  147 - 

Current tax liabilities  497 51 

Financial derivatives 10F 202 - 

  8,537 5,383 

Liabilities attributable to assets held for sale 10 - 85,461 

  8,537 90,844 

    

Non-current liabilities    

Loans from banks and others 18 12,091 8,707 

Debentures  19 9,821 10,492 

Convertible debentures and liabilities  19 865 689 

Liabilities for employee benefits 21 11 9 

Lease liability 22 771 - 

Financial derivatives 10F 35 - 

Provisions and other liabilities 23 5,333 2,006 

Deferred taxes 32E 1,922 2,035 

  
30,849 23,938 

Capital 26   

Share capital  13 13 

Share premium  1,919 1,910 

Proceeds for conversion options  18 27 

Retained earnings  3,382 3,403 

Foreign currency translation differences for foreign operations    (653) (20) 

Capital reserve from transactions with holders of non-controlling interests  (289) (324) 

Other reserves  (3) 99 

Treasury shares  
(254) (143) 

Total equity attributable to shareholders of the Company  4,133 4,965 

Non-controlling interests  
3,444 7,305 

Total capital  
7,577 12,270 

  
46,963 127,052 

    
 
 
 
May 2, 2020       

Date of approval of the financial 
statements 

 Gabriel Last  Idan Wallace  Barak Mashraki 

  Chairman of the 
Board of Directors 

 CEO  Deputy CEO 
and CFO 
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  Year ended December 31 

  2019 2018  2017  

 Note 

NIS millions  

(Other net earnings (loss) per share) 

Revenue 34B 8,797 8,128 6,835 

Cost of revenues 27 6,510 5,870 4,810 

Gross profit  2,287 2,258 2,025 

Selling, marketing and gas station operating expenses 28 487 543 569 

General and administrative expenses 29 193 186 186 

Group share in profits (losses) of operational 
associates, net  (39) 93 54  

Other revenues (expenses), net 30 (825) 16 1,213 

Operating profit  743 1,638 2,537 

Finance income 31 572 562 374 

Finance expenses 31 (1,318) (1,284) (1,191) 

  (3) 916 1,720 

Group share in profits of associates, net   14 24 *) 7 *) 

Profit before taxes on income  11 940 1,727 

Taxes on income (tax benefit) 32F (391) (16) 114 

Profit from continuing operations  402 956 1,613 

Profit from discontinued operations, net  10 384 324 *) 825 *) 

Net profit   
786 1,280 2,438 

Attributable to:     

Shareholders of the Company  234 517 1,216 

Non-controlling interests  
552 763 1,222 

  
786 1,280 2,438 

Net earnings (loss) per share attributable to 
shareholders of the Company (NIS) 33    

     

Basic earnings from continuing operations  7.3 49.1 68.0 

Basic earnings (loss) from discontinued operations  
12.8 (3.3) 40.4 

Basic earnings  
20.1 45.8 108.4 

     

Diluted earnings from continuing operations  7.3 48.3 66.1 

Diluted earnings (loss) from discontinued operations  
12.8 (3.4) 37.6 

Diluted earnings  
20.1 44.9 103.7 

     
 
*) Restated, see Note 10G 
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Year ended December 31 

 2019 2018 2017  

 NIS millions 

    

Net profit  786 1,280 2,438 

Other comprehensive income (loss) (net of tax effect):    

Amounts not reclassified to profit or loss:    

Loss from investment in equity instruments measured at fair value through 
other comprehensive income (167) - - 

Revaluation for transfer from fixed assets to investment property - 24 - 

Total (167) 24 - 

    

Amounts classified or reclassified to profit or loss under specific conditions:    

Loss for available-for-sale financial assets - - (50) 

Profit for financial assets at fair value through other comprehensive income - 1 - 

Transfer to statement of income for disposal of available-for-sale financial 
assets - - (20) 

Transfer to statement of income for impairment of available-for-sale 
financial assets - - 17 

Profit (loss) for cash flow hedges 92 158 (35) 

Transfer to profit or loss for cash flow hedges (105) (68) - 

Recognition of the hedged asset of cash flow hedging results - - 20 

Foreign currency translation differences for foreign operations (969) 817 (947) 

Transfer to statement of income for foreign currency translation differences 
for foreign operations 14 33 13 

Other comprehensive income (loss) attributable to associates, net (4) 7 (76) 

Total (972) 948 (1,078) 

Total other comprehensive income (loss) from continuing operations (1,139) 972 (1,078) 

Total other comprehensive income (loss) from discontinued operations, net 153 (149) 157 

Total other comprehensive income (loss) (986) 823 (921) 

Total comprehensive income (loss)  (200) 2,103 1,517 

Attributable to:    

Shareholders of the Company (501) 1,129 582 

Non-controlling interests 301 974 935 

 
(200) 2,103 1,517 

    
 



Delek Group Ltd. 
 

Consolidated Statement of Changes in Equity 

 

The accompanying notes and the appendix are an integral part of the consolidated financial statements  

C - 6 

 Attributable to shareholders of the Company   

 

Share 
capital 

Share 
premium 

Proceeds 
for 

conversion 
options  

Retained 
earnings 

Foreign 
currency 

translation 
differences 
for foreign 
operations  

Reserve for 
transaction

s with 
holders of 

non-
controlling 
interests  

Other 
reserves *) 

Treasury 
shares Total 

Non-
controlling 
interests  

Total 
capital 

 NIS millions 

Balance as at December 31, 2018 13 1,910 27 3,403 (20) (324) 99 (143) 4,965 7,305 12,270 

Cumulative effect of initial adoption of 
IFRS 16 as at January 1, 2019 - - - (1) - - - - (1) - (1) 

Balance as at January 1, 2019  13 1,910 27 3,402 (20) (324) 99 (143) 4,964 7,305 12,269 

Net profit - - - 234 - - - - 234 552 786 

Other comprehensive loss - - - - (633) - (102) - (735) (251) (986) 

Total comprehensive income (loss) - - - 234 (633) - (102) - (501) 301 **) (200) 

Acquisition of treasury shares - - - - - - - (111) (111) - (111) 

Deconsolidation (see Note 10E) - - - - - - - - - (3,539) (3,539) 

Expiry of conversion option - 9 (9) - - - - - - - - 

Transactions with holders of non-
controlling interests - - - - - 35 - - 35 - 35 

Dividends - - - (254) - - - - (254) - (254) 

Dividend to non-controlling interests  - - - - - - - - - (623) (623) 

Balance as at December 31, 2019 13 1,919 18 3,382 (653) (289) (3)  (254) 4,133 3,444 7,577 
            

*)  As at December 31, 2019, includes mainly capital reserve (negative) for financial assets at fair value through other comprehensive income in the amount of NIS 106 million and credit 
balance for cash flow hedging transactions in the amount of NIS 92 million  

**)  Composition of comprehensive income of non-controlling interests: 
 

Net profit attributable to non-controlling interests 552 

Profit for financial assets at fair value through other comprehensive income, net 71 

Loss from cash flow hedges (8) 

Foreign currency translation differences for foreign operations (314) 

Total comprehensive income attributable to non-controlling interests 301 
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 Attributable to shareholders of the Company   

 

Share 
capital 

Share 
premium 

Proceeds 
for 

conversion 
options  

Retained 
earnings 

Foreign 
currency 

translation 
differences 
for foreign 
operations  

Reserve for 
transaction

s with 
holders of 

non-
controlling 
interests  

Other 
reserves *) 

Treasury 
shares Total 

Non-
controlling 
interests  

Total 
capital 

 NIS millions 

            
Balance as at December 31, 2017 13 1,924 27 3,122 (576) 15 199 (469) 4,255 6,480 10,735 
Cumulative effect of adoption for the first time 
of IFRS 9 as at January 1, 2018 - - - 231 - - (148) - 83 4 87 

Balance as at January 1, 2018  13 1,924 27 3,353 (576) 15 51 (469) 4,338 6,484 10,822 

Net profit - - - 517 - - - - 517 763 1,280 

Other comprehensive income - - - - 564 - 48 - 612 211 823 

Total comprehensive income - - - 517 564 - 48 - 1,129 974 **) 2,103 
Acquisition of treasury shares - - - - - - - (39) (39) - (39) 
Treasury shares held by Teudot Sal - 1 - - - - - 30 31 - 31 
Issuance of treasury shares by way of a 
tender offer  - (15) 

- 
- - - - 335 320 - 320 

Transactions with holders of non-controlling 
interests under an exchange tender offer - - - - (8) (464) - - (472) (236) (708) 
Transactions with holders of non-controlling 
interests - - 

- 
- - 125 - - 125 251 376 

Dividends - - - (467) - - - - (467) - (467) 

Dividend to non-controlling interests  - - - - - - - - - (168) (168) 

Balance as at December 31, 2018 13 1,910 27 3,403 (20) (324) 99 (143) 4,965 7,305 12,270 

*)  Mainly capital reserve for financial assets at fair value through other comprehensive income As at December 31, 2018, including a credit balance of NIS 12 million for investments held 
for sale. 

**)  Composition of comprehensive income of non-controlling interests: 

 
Net profit attributable to non-controlling interests 763 
Loss for financial assets measured at fair value through other comprehensive 
income, net (83) 

Loss from cash flow hedges (5) 

Foreign currency translation differences for foreign operations 299 

Total comprehensive income attributable to non-controlling interests 974 
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 Attributable to shareholders of the Company   

 

Share 
capital 

Share 
premium 

Proceeds 
for 

conversion 
options  

Retained 
earnings 

Foreign 
currency 

translation 
differences 
for foreign 
operations  

Reserve for 
transaction

s with 
holders of 

non-
controlling 
interests  

Other 
reserves *) 

Treasury 
shares Total 

Non-
controlling 
interests  

Total 
capital 

 NIS million 

            

Balance as at January 1, 2017  13 1,917 27 2,644 76 170 198 (433) 4,612 6,665 11,277 

Net profit - - - 1,216 - - - - 1,216 1,222 2,438 

Other comprehensive income (loss) - - - - (652) - 18 - (634) (287) (921) 

Total comprehensive income (loss) - - - 1,216 (652) - 18 - 582 935 **) 1,517 
Acquisition of treasury shares - - - - - - - (51) (51) - (51) 
Issue of treasury shares - 7 - - - - - 15 22 7 29 
Dividends - - - (738) - - - - (738) - (738) 
Dividend to non-controlling interests - - - - - - - - - (1,536) (1,536) 
Transactions with holders of non-controlling 
interests - - - - - (155) (17) - (172) 409 237 

Balance as at December 31, 2017 13 1,924 27 3,122 (576) 15 199 (469) 4,255 6,480 10,735 

*)  Mainly capital reserve for available-for-sale financial assets As at December 31, 2017, including a credit balance of NIS 184 million for investments held for sale. 

**)  Composition of comprehensive income of non-controlling interests: 
 

Net profit attributable to non-controlling interests 1,222 

Profit from available-for-sale financial assets, net 87 

Loss from cash flow hedges (7) 

Foreign currency translation differences for foreign operations (367) 

Total comprehensive income attributable to non-controlling interests 935 
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Year ended December 31 

 2019 2018 2017  

 NIS millions 

Cash flows from operating activities    

Net profit 786 1,280 2,438 

Adjustments to reconcile cash flows from operating activities (a) 4,037 (1,416) (1,217) 

Net cash from (used for) operating activities  4,823 (136) 1,221 

    

Cash flows from investing activities    

Purchase of fixed assets, investment property and intangible assets (330) (399) (419) 

Proceeds from sale of fixed assets and investment property 93 25 56 

Proceeds from sale of oil and gas assets 160 664 2,967 

Proceeds from sale of financial assets, net 113 423 197 

Repayment of loans to associates, net - 84 34 

Short-term investments, net 237 578 (307) 

Investment in long-term bank deposits, net (188) (85) (158) 

Investments in oil and gas exploration and assets (3,621) (3,295) (2,011) 

Cash received from disposal of investments in previously consolidated 
subsidiaries (b) 1,320 63 - 

Cash flows used for acquisition of control in companies and operations (c) (6,086) (414) (1,829) 

Proceeds from sale of investments in associates 750 10 - 

Tax paid for the sale of and investment in corporate company (21) - - 

Investments in associates  (427) (78) (11) 

Repayment of loans to others, net 321 128 384 

Net cash used for investment activities  (7,679) (2,296) (1,097) 
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Year ended December 31 

 2019 2018 2017  

 NIS millions 

Cash flow from finance activities     

Short-term loans from banks and others, net (9) 274 122 

Transactions with holders of non-controlling interests - (152) 237 

Receipt of long-term loans 6,848 5,461 2,529 

Repayment of long-term loans (1,966) (716) (772) 

Payments for disposal of hedging transactions - - (14) 

Dividend paid (254) (467) (738) 

Dividend paid to non-controlling interests  (498) (209) (1,542) 

Acquisition of treasury shares by a subsidiary partnership (111) (39) (51) 

Reissuance of treasury shares - - 29 

Repayment of liability for a lease (174) - - 

Payment for a put option and other contingent considerations (35) (22) - 

Issue of debentures and convertible debentures into shares (less 
issuance expenses) 2,561 1,282 1,780 

Repayment of debentures  (1,131) (3,396) (2,395) 

Net cash from (used for) finance activities  5,231 2,016 (815) 

Exchange differences on cash balances of foreign operations (32) 59 (122) 

Change in cash and cash equivalents attributable to operations held for 
sale (2,312) 486 (560) 

Increase (decrease) in cash and cash equivalents 31 129 (1,373) 

Cash and cash equivalents at the beginning of the year 1,486 1,357 2,730 

Cash and cash equivalents at the end of the year: 1,517 1,486 1,357 
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  Year ended December 31 

  2019 2018 2017  

  NIS millions 

(A) Adjustments to reconcile cash flows from operating activities:     

 Adjustments to profit or loss    
     

 Depreciation, depletion, amortization and impairment of assets 2,386 1,332 1,060 

 Deferred taxes, net (442) 21 136 

 Increase (decrease) in employee benefit liabilities, net 3 4 (2) 

 Decrease (increase) of loans granted, net 33 (26) 25 

 Profit from the sale of fixed assets, real estate and investments, net (262) (3) (153) 

 Group’s share of results of associates, net (1) 28 233 129 

 Loss (profit) from the sale of oil and gas assets 3 (97) (1,450) 

 Profit from a bargain acquisition - (105) - 

 Loss from available-for-sale financial assets - - 4 

 Change in fair value of financial assets and financial derivatives, net (411) 211 39 

 Increase (decrease) in long-term liabilities, net (8) 147 21 

 Increase in deferred acquisition costs (52) (73) (79) 

 Cost of share-based payment 2 (1) 3 

 Change in financial investments of insurance companies, net (5,803) 103 (4,237) 

 

Investments net of proceeds from the sale of financial assets at fair 
value through other comprehensive income in insurance companies, 

net (4,376) (7,179) (3,606) 

 Increase in reserves and other provisions in insurance companies 12,601 5,624 7,785 

 

Acquisition of investment property for performance-based contracts 
and other investment property in insurance companies (199) (47) (168) 

 Increase in reinsurance assets (218) (441) (403) 

 Change in value of investment property, net (47) (107) (11) 

     

 Changes in operating assets and liabilities:    

     

 Decrease in trade receivables 211 121 14 

 Decrease (increase) in other receivables 169 166 (293) 

 Decrease (increase) in inventory 15 (68) 151 

 Increase in other assets, net 15 (396) (508) 

 Increase (decrease) in trade payables 164 (488) 21 

 Increase (decrease) in other payables 225 (347) 305 

  
4,037 (1,416) (1,217) 

     

 (1) Net of dividends and earnings received 181 180 151 
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  Year ended December 31 

  2019 2018 2017  

  NIS millions 

(B) Cash added (deducted) from disposal of investments in previously 
reported consolidated companies      

 Working capital (excluding cash and cash equivalents), net - 10 - 

 Long-term assets - 13 - 

 Long-term liabilities - (3) - 

 Loan to the buyers for the acquisition (152) (11) - 

 Assets held for sale 103,607 36 - 

 Liabilities attributable to assets held for sale (97,967) - - 

 Movement in capital reserves, net (30) 17 - 

 Profit on disposal of an investment 66 1 - 

 Non-controlling interests (3,539) - - 

 Investment in a financial asset at fair value through profit or loss (665) - - 

  1,320 63 - 

(C) Investment derecognized for acquisition of control in companies and 
joint operations    

 Working capital (excluding cash and cash equivalents), net (2) (55) 51 

 Investments in exploration and production of oil and gas assets (7,554) (1,022) (2,310) 

 Fixed assets, net (39) - - 

 Investments in associates - - (505) 

 Other long-term assets (705) - (29) 

 Deferred tax reserve (deferred tax asset) 1,731 (19) (2,168) 

 Goodwill (2,837) - (744) 

 Non-current liabilities 3,358 205 3,876 

 Profit from a bargain acquisition - 105 - 

 Derecognition of investment in an associate - 295 - 

 Contingent consideration - 77 - 

 Assets held for sale, net (38) - - 

  (6,086) (414) (1,829) 

(D) Significant non-cash activities    

 Purchase of fixed assets, investment property and intangible assets 9 34 23 

 Dividend payable by associates - - 17 

 Investment in oil and gas assets against liability 567 584 326 

 Dividend to non-controlling interests  47 53 131 

 Proceeds from sale of oil and gas assets - - 694 

 Exercise of rights for royalties against investment in shares - 83 - 

 Exercise of rights for royalties against receivables 27 - - 

 

Acquisition of non-controlling interests against reissuance of treasury 
shares - 320 - 

 

Acquisition of shares in a subsidiary against the sale of the 
Partnership’s units - 343 - 

 

Distribution of shares of an associate as a dividend in kind for non-
controlling interests   147 - - 

 Sale of investment property against loan provided 39 - - 

 

Repayment of a liability to a bank against the sale of shares in swap 
transactions 132 - - 
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  Year ended December 31 

  2019 2018 2017  

  NIS millions 

     

(E) Additional information on cash flows    

 Cash paid during the year for:    

 Interest 1,381 1,016 1,002 

 Taxes 263 679 903 

 Cash received during the year for:    

 Interest 547 639 639 

 Dividends 113 170 205 

 Taxes 509 328 6 

     

(F) For information about cash flows from discontinued operations, see Note 10F(9)(c).  
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NOTE 1 – GENERAL 
 

A. Delek Group Ltd. ("the Company") invests in and manages companies and partnerships operating 
primarily in oil and gas exploration and production in Israel and other countries (primarily the North 
Sea), the fuel sector and operation of gas stations and convenience stores in Israel, and in the 
infrastructure sector. For information about the Company's operating segments see Note 34. For 
information about assets used for significant activities that were discontinued see Note 10. The 
controlling shareholder of the Company is Yitzhak (Sharon) Tshuva, who, shortly before the approval 
date of the financial statements, holds 61% of the Company's capital (64% of the voting rights) 
through his wholly owned companies. 

 
B. The Covid-19 crisis and the decline in oil and gas prices 

 
In December 2019, the coronavirus (Covid-19) epidemic broke out in China. In the first quarter of 
2020, the virus spread to many countries around the world and in March 2020, it was declared a 
pandemic by the World Health Organization (“the Covid-19 Crisis”). The spread of the coronavirus 
has caused widespread morbidity and mortality in many countries. Due to the Covid-19 Crisis, many 
countries are imposing increasingly severe restrictions, including self-isolation, restrictions on traffic 
and transportation (including flights), and closure and reduction of business activity. The crisis and 
the associated restrictions have caused a significant slowdown in global economic activity and sharp 
declines and fluctuations in capital markets around the world. Following the decline in business 
operations, there has been a slump in demand for oil products. Moreover, in March 2020, the 
Russia-Saudi Arabia oil price war was reflected in an increase in oil production compared to the 
decline in demand. These events resulted in plummeting oil and natural gas prices in some 
countries. In this context, it should be noted that shortly before the approval date of the financial 
statements, the price of Brent oil fell by 60% compared to its price as at December 31, 2019.  
 
In addition, as at the approval date of the financial statements, there is great uncertainty regarding 
when the epidemic will be contained and the continuation and/or deepening of the global economic 
crisis, and future oil and natural gas prices. Since the Company’s main activity is in the energy 
sector, if oil and natural gas prices remain at their current levels, this could have a material adverse 
effect on the Group's operating results, on the value of its assets (marketable and non-marketable), 
capital, cash flows from its operating activity, as well as on its ability to dispose of assets and on the 
expected consideration from the disposals, and on its ability to raise additional sources of financing 
and/or financing costs. 
 
It is further noted that continuation of the Covid-19 Crisis could cause delays in project development 
schedules (mainly of oil and gas reservoirs in the North Sea and in Israel), impairment to the 
operation and production capacity of reservoirs (due, among other things, to unavailability and/or 
isolation of human resources as a result of Covid-19 restrictions), a decline in local and global 
demand for the Group’s products, and  impairment of the economic robustness of the Group’s 
customers, partners and suppliers.  
 
In this context, it should be noted that in view of the economic crisis in global markets and the sharp 
decline in oil and gas prices in the first  trimester of 2020, there was a very significant decline in the 
trading value of the shares of the Company and its investees (including the participating units of 
Delek Drilling - Limited Partnership (“Delek Drilling”), which resulted in significant impairment of the 
Group's financial position and its liquid resources, mainly due to the fact that some of these shares 
serve as collateral for the credit facilities provided to the Group. For information about the Group's 
financial position, see section C below.  
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NOTE 1 – GENERAL (CONTD.) 
 
C. Financial position of the Group  
 

1. General 
 

• As at December 31, 2019, the Company (separate) has a working capital deficit of NIS 571 
million, and the Group (consolidated) has a working capital deficit of NIS 3,053 million.  

In this connection, it should be noted that, in addition to the aforesaid regarding the 
liabilities of the Company (separate), the Company provided certain guarantees to financial 
institutions for loans and credit taken out by certain subsidiaries (“the Staff Companies”). It 
should be noted that according to the original repayment schedules, in 2020, the Company 
and the Staff Companies have repayments (of principal and interest) amounting to NIS 1.5 
billion and in 2021, NIS 2.5 billion 

As at December 31, 2019, the total liabilities (short- and long-term) to financing entities 
(mainly to debenture holders and financial institutions) of the Company and the Staff 
Companies amount to NIS 9 billion, against the financial assets (short- and long-term, 
mainly cash, deposits and marketable securities measured at fair value) of the Company 
and the Staff Companies at that date in the amount of NIS 1.3 billion. In addition, the 
Company has swap transactions relating to The Phoenix shares, for which the liability 
amounts to NIS 0.5 billion, and against the shares and deposits of The Phoenix, amounting 
to NIS 0.6 billion shortly before December 31, 2019 (mainly comprising of the value of The 
Phoenix shares amounting to NIS 0.5 billion and a deposit of NIS 0.1 billion). 

• Shortly before the approval date of the financial statements, the total liabilities (short- and 
long-term) to financing entities (mainly debentures and financial institutions) of the 
Company and the Staff Companies amount to NIS 8 billion, against the financial assets 
(mainly cash and marketable securities measured at fair value) of the Company and the 
Staff Companies at that date in the amount of NIS 0.2 billion. The Company also has swap 
transactions relating to The Phoenix shares, for which the liability amounts to NIS 0.264 
billion and against The Phoenix shares and deposits, amounting to NIS 0.402 billion shortly 
before the approval date of the financial statements (mainly comprising of the value of The 
Phoenix shares amounting to NIS 0.229 billion and a deposit of NIS 0.173 billion). 

• In addition, as at December 31, 2019, the total collateral-backed credit amounted to NIS 
1.4 billion, against which collateral was pledged (450,915,789 participating units of Delek 
Drilling held by the Company and Delek Energy and the entire holdings of the Company 
(52%) in the shares of Cohen Development Oil and Gas Ltd. (“Cohen Development”)) and 
shortly before the approval date of the financial statements (after repayments and/or 
increase in credit facilities) the credit amounts to NIS 0.9 billion, against which 446,409,126 
participating units of Delek Drilling (38%) and a deposit of NIS 100 million were pledged (in 
addition, 10,908,313 units of Delek Drilling were pledged as additional collateral under the 
swap transactions of The Phoenix shares (see Note 10F). 

• As set out in Notes 18 and 19, under the loan agreements and deeds of trust of the 
debentures and debentures convertible to the Company's shares,  grounds were 
established for which the lenders and/or the debenture holders have the right call for 
immediate repayment of the Company’s debts (including failure to comply with financial 
covenants and including certain rights for cross default). As at December 31, 2019, the 
Company is in compliance with the financial covenants and the conditions, such that the 
lenders and/or the debenture holders at that date have no grounds to call for immediate 
repayment. See also section 2 below. 

 
 
  



Delek Group Ltd. 
 

Notes to the Consolidated Financial Statements  

 

 

C - 16 

NOTE 1 – GENERAL (CONTD.) 
 
C. Financial position of the Group (contd.) 
 

2. Decrease in oil and gas prices  and implications on financial covenants 
 

• As set out in section B above, subsequent to the balance sheet date, the Covid-19 Crisis 
broke out (and it is still ongoing), which resulted in a significant slowdown in the local land 
global economy and a very significant drop in oil and gas prices (having an adverse effect 
on the Group's main activity). 

• It should be noted that, as a result of the above, from the beginning of 2020 until the 
approval date of the financial statements, the following main events occurred: 

o There was a significant decrease in the TASE value of the shares of the Company and 
its investees (such as Delek Drilling). 

o There was an increase in returns from the Company's debentures (traded in double-
digit and three-digit returns), which could make it difficult in practice to refinance/raise 
additional debt and debentures. 

o It should be noted that regarding the issuance of the Company’s debentures, 
convertible debentures, and the loan from a financial institution as set out in Notes 18 
and 19, if, for two consecutive quarters, the capital attributable to the  Company's 
shareholders falls below certain thresholds (NIS 2.4 and 2.6 billion), or if the 
Company’s equity falls below 20% of the balance sheet in the  separate financial 
statements of the Company, the debenture holders and the financial institution will 
have the option of calling for immediate repayment of the debt towards them (and 
other lenders in the view of cross-compliance clauses).  

In this connection, it should be noted that up to the approval date of the financial 
statements, the decrease in capital attributable to the Company’s shareholders due to 
actual disposal of the assets and due to the impairment of the marketable financial 
investments and the disposal value of the assets classified as available for sale amounted 
to NIS 1 billion, for the capital attributable to the Company’s shareholders as at December 
31, 2019. This amount does not take into account potential provisions for impairment of 
additional assets (mainly gas and oil assets and goodwill) which may amount to very 
material amounts, mainly due to the decline in oil and gas prices subsequent to the 
balance sheet date. Accordingly, there is a real concern that the Company will not meet the 
above quantitative thresholds, unless there are significant positive changes, such as a 
significant increase in gas and oil prices. 

• Following the spread of the coronavirus, which led to sharp volatility in the capital markets 
in Israel and the world and plummeting gas and oil prices, there was an impairment in 
market value of the collateral (mainly Delek Drilling participating units) provided by the 
Company and its subsidiary Delek Energy Systems Ltd. (”Delek Energy”) in favor of the 
credit providers. Under the provisions of the financing agreements, the impairment in the 
collateral against the balance of the debt to the credit providers fell below the rates set out 
in the various loan agreements, and as a result, at certain points in the first trimester of 
2020, the Company and Delek Energy were required to provide (pledge) additional 
collateral and/or to deposit cash (under the provisions of any agreement) in favor of the 
credit providers to meet the requirements of the agreements and/or to attempt to avoid a 
call for immediate repayment of the debt. In this context, it is noted that: 
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NOTE 1 – GENERAL (CONTD.) 
 
C. Financial position of the Group (contd.) 
 

1. For a specific loan provided to Delek Energy by a foreign bank in 2013, with a balance of USD 
57 million in March 2020, secured at that time by a lien on participating units representing 15% 
of the capital of Delek Drilling in favor of the foreign bank, in March 2020, the foreign bank 
claimed that in view of the exceptional decline in the price of Delek Drilling units, it (allegedly) 
has  grounds to call for immediate repayment of the debt. Accordingly, on March 15, 2020, the 
foreign bank entered into an agreement with a third party for the sale of 12% of Delek Drilling’s 
capital.  Under the settlement arrangement between Delek Energy, the foreign bank, and a third 
party, which was completed on March 26, 2020, Delek Energy acquired 7% of the unit capital of 
Delek Drilling (out of the 12%) for a consideration of USD 35.8 million. The remaining 3% of 
Delek Drilling’s capital was released back to Delek Energy.  
 
After the completion of the aforesaid, the Group holds 55% of the capital of Delek Drilling. 
Following the aforesaid (net disposal of 5% of the capital of Delek Drilling), the capital 
attributable to the Company’s shareholders is expected to decrease by NIS 300 million, in the 
first quarter of 2020. For further information, see Note 10I to the financial statements.   
 

2. For the loan of NIS 100 million backed by Delek Drilling's participating units, provided by an 
Israeli bank (“the Bank”) to Delek Energy and guaranteed by the Company, on March 31, 2020, 
the Bank informed Delek Energy and the Company that the participating units that had been 
pledged in its favor had fallen below the value set in the agreement and since additional 
participating units had not been pledged to it in accordance with the terms of the loan, it seeks 
to call for immediate repayment of the loan and to immediately exercise the collateral provided 
in its favor. 
 
In discussions between the Company and Delek Energy with the Bank, the Bank sent an update 
letter stating the terms and requirements for postponing the exercise of the collateral. To avoid a 
situation in which the Bank exercises the participating units that were pledged to it, Delek 
Energy pledged additional participating units in favor of the Bank (at a lower rate than that 
stipulated in the loan terms), even though Company and Delek Energy believe that under the 
special circumstances, partially due to the Covid-19 Crisis, the Bank does not have the right to 
demand additional collateral and/or immediate repayment of the loan. Following the addition, 
the participating units pledged in favor of the Bank represent 5.7% of the capital of Delek Drilling 
(compared with 4.4% of the capital of Delek Drilling prior to the increment). 
 
The Bank gave Delek Energy until April 30, 2020 to fulfill the requirements in the letter of 
suspension of exercise, and on this date, if the requirements have been fulfilled, the financing 
facility will be provided again. As at April 30, 2020, the Company was unable to reach 
agreements with the Bank that would ensure the non-exercise of the pledged participating units. 
Accordingly, on April 30, 2020, Delek Energy filed a motion for a temporary injunction ordering 
the Bank to refrain in any way from exercising the participation units pledged in its favor (among 
other things, in view of the Company's position that it has no grounds to call for immediate 
repayment) and at that date, a temporary injunction was granted ex parte. The hearing on the 
motion has been scheduled for  May 5, 2020.   
 

3. For the loan of USD 200 million taken by a wholly-owned foreign subsidiary (DKL Energy), as 
set out in Note 10F, and in view of the fact that the loan is not backed by marketable assets 
(other than 51% of the share capital of Delek North Sea Limited (“DNSL”) and the entire share 
capital of Ithaca, which are not a traded company), the loan agreement sets out margin call 
events that include a decrease of 20% in the index of benchmark companies (as defined in the 
loan agreement) or in the FTSE-100 Index,  where in such event, the borrower will be required 
to deposit cash in the amount of the decrease in value as defined in the agreement. Grounds for 
early repayment under the loan agreement include a 50% decrease in the index of benchmark 
companies, a decrease of 50% in the FTSE-100 Index, and a decrease of 50% in Company’s 
shares, and a downgrade in Maalot’s rating of the Company to BBB (plus) or below, represents 
grounds for repayment of half of the loan amount. The loan was provided under limited recourse 
terms and the Company provided the lender a guarantee for the borrower’s obligation to unpaid 
accrued interest, the first margin call, and exceptional violation events. 
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NOTE 1 – GENERAL (CONTD.) 
 
C. Financial position of the Group (contd.) 
 

3. (contd.) 
 
In the first trimester of 2020, DKL Energy repeatedly breached various financial covenants in 
connection with the loan, conferring on the bank the right to call for immediate repayment of 
part/or of its debt. On April 7, 2020, the Bank signed an amendment to an agreement according 
to which the cash deposit amounting to USD 43.3 million will be used for partial repayment of 
the  loan (the balance of the loan amounts to USD 157 million as at the approval date of the 
financial statements).  
 

• On March 23, 2020, Midroog Ltd. (“Midroog”) downgraded the rating of the Company’s 
debentures from A2.il to Ca.il (down 14 ratings), due to Midroog’s assessment of a high 
probability of default. The Company disputed the rating report of Midroog and its result. On 
April 1, 2020, Maalot downgraded the Company’s debentures from ilA to ilBBB (a 
downgrade of four ratings), keeping it on CreditWatch with negative outlook, due to weak 
liquidity reflected in a material gap between short-term sources and uses. Following the 
downgrade, the annual interest rate of some of the debenture series increased by 1%. 

In addition, further to Note 19, a downgrade in the rating by Midroog to below BBB- of 
Maalot or an equivalent rating for more than 21 business days represents grounds to call 
for immediate repayment of the debentures. In this context, it should be noted that on April 
13, 2020, the Company announced the termination of its relations with Midroog and that 
Midroog will cease to serve as the Company’s rating company from that date. The 
Company's series of debentures will continue to be rated by Maalot. The Company 
believes, based on the opinion of its legal counsel, that the debenture holders do not have 
the right to call for immediate repayment of the debentures due to the rating downgrade. 

• The Company's financing agreements stipulate that if an event of change of control occurs 
in the Company (as this term is defined in the various agreements), the lenders (including 
the debenture holders) will have the right to call for immediate payment of the debt. In 
addition, the financing agreements of the investee companies stipulate that if the Company 
ceases to hold control in the investee companies and/or its holdings fall below a certain 
rate, the credit providers of the investee companies will have the right to call for immediate 
repayment of the debt.  

• Further to the above, regarding the impairment of the various collaterals as set out above, 
the rating downgrade, and the deterioration in the ratios of Company’s debt to asset value, 
shortly before the approval date of the financial statements, there are events that may be 
considered to be events of default for some of the liabilities of the Company and the Staff 
Companies towards the financial institutions.  These institutions consider themselves as 
having a right to call for immediate repayment and they informed the Company that they 
reserve the right to call for immediate repayment of the liabilities of the Company and the 
Staff Companies towards them.  
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NOTE 1 – GENERAL (CONTD.) 
 
C. Financial position of the Group (contd.) 
 

3.   Disposal of assets and investments 
 

• The unscheduled repayments of bank loans that the Company, Delek Energy, and the Staff 
Companies as set out in section C(3) above were required to make were mainly financed 
from the Company's available cash balances as at the beginning of 2020.  

• In view of the sharp decline in the cash balance and in order to meet current debt 
repayments, in March 2020, the Company disposed of the balance of its holdings (20%) in 
the shares of IDE Holdings Ltd. (“IDE”) for NIS 164 million (see Note 10I) and an 
investment property in Haifa for NIS 33 million. In addition, in April 2020, the Company 
disposed on the balance of its holdings in the shares of Cohen Development for NIS 207 
million (see Note 10N). 

• In addition, the Company is assessing disposal of additional assets (including the sale of its 
holding in Delek Israel and the sale of Karish overriding royalties) and the receipt of loans 
against a specific lien of Leviathan overriding royalties.   

 
4.  Discussions with representatives of the debentures and with banks 
 

• In March 2020, the general meeting of the Company's debenture holders approved the 
establishment of a joint representative on their behalf and joint legal and economic 
advisors for all debenture series, with the aim of assisting the debenture holders and 
trustees and to act as their representative in the assessment of the Company’s financial 
position, the alternatives, and the actions available to the debenture holders to protect their 
rights and in negotiations and proceedings with the Company and/or its controlling 
shareholder.  

In this context, it should be noted that shortly before the approval date of the financial 
statements, the trustees for the debentures informed the Company that they intend to 
convene general meetings of the debenture holders, and on the agenda will be the 
decision to call for immediate repayment of the debentures and to start legal proceedings, 
if the Company fails to accept their demands, among other things, to raise additional 
capital for the Company. 

• With the aim of reaching an agreement with the debenture holders and the banks, the 
Company proposed an outline plan to reinforce collateral and repay debts, which will avoid the 
need for legal proceedings, including calling for immediate repayment of the debt and/or 
exercising the collateral. Under the main points of the outline plan adopted by the Company 
and proposed by it to the banks and debenture  holders, the consideration for the sale of its 
holdings in Delek Israel (in whole or in part), which are planned in the near future, will be used 
to repay the debt of the Company and Delek Energy to the banks (pro-rata). In this way, the 
banks will release the participating units that are pledged in their favor. In addition, under the 
outline plan, in the interim period until the sale, the Company will pledge the shares of Delek 
Israel, directly and indirectly, in favor of the banks providing financing to the companies,  pro 
rata to the loan agreements of each of the companies, instead of the demand to complete 
collateral also if there is an impairment in the collateral provided to the banks.  As part of the 
outline plan, the overriding royalties from the Leviathan reservoir will be pledged in favor of the 
debenture holders, without derogating from the Company's right to receive a loan against the 
pledge of these royalties, and without the funds of the loan being used for payments to the 
debenture  holders, including early redemption (without a penalty for early repayment).  It was 
further proposed that after repayment of the debts to the banks and the release of the existing 
pledge of Delek Drilling's participating units in their favor, the participating units will be pledged 
in favor of the debenture holders in an amount equal to the amount repaid to the banks, and at 
this date, any pledge of the Leviathan royalties will be lifted.  Under the outline plan, the 
Company's Board of Directors resolved to raise capital in the amount of NIS 300 million. 
Immediately before the approval date of the financial statements, the Board of Directors passed 
another resolution to raise capital, according to which the Company will raise capital of NIS 400 
million in cash (an addition of NIS 100 million) in 2020.  
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NOTE 1 – GENERAL (CONTD.) 
 
C. Financial position of the Group (contd.) 
 

4. Discussions with representatives of the debentures and with banks 
 
As at the approval date of the financial statements, the Company is continuing discussions with 
the trustees and representative of the debenture holders, as well as with banks that provided 
the Company and the Staff Companies with credit and loans, in order to reach agreements on 
the basis of this outline plan, and it believes that it will be able to reach agreements, however, 
as at the approval date of the financial statements, the consent of the banks and debenture 
holders has not yet been obtained.  

 
5. Conclusion  
 

As aforesaid, repayment of the liabilities of the Company and the Staff Companies their due date 
depends on and is subject to their ability to receive significant dividends from investees, their ability 
to dispose of assets and their ability to raise additional financing and/or refinance existing debt while 
pledging some of their assets and/or reliance on the value of their assets. In addition, repayment of 
the Company's liabilities on their due date is subject to the financial institutions and/or the debenture 
holders not calling for immediate repayment of the liabilities of the Company and the Staff 
Companies. A call for immediate repayment may also trigger cross-default mechanisms in some of 
the loan agreements and/or trust deeds of debentures and the Company’s liabilities as set out in 
section 10E under the Credit Support Document for the financial institutions.  
 
It should be noted that the Company's ability to receive significant dividends from investee 
companies refers mainly to the receipt of dividends from Delek Drilling and Ithaca (and if 
necessary, the agreement of the financial institutions to which the shares and units are pledged 
to transfer the dividends to the Company) and the ability of these companies to distribute 
dividends is subject, among other things, to their ability to refinance existing debts and/or their 
compliance with the financial covenants and/or their ability to generate significant available cash 
flows after financing activity, which depends on demands for natural gas and oil and on a 
material increase in the prices of natural gas and oil. See section D below. 

 
Completion of the Company's plans is not under its sole control and depends, as set out above, 
on the disposal of assets and the receipt of dividends from subsidiaries, and in particular, on 
binding agreements with the debenture holders and financial institutions, which as at this date, 
have not yet been reached. These factors, together with the other factors described above, 
raise substantial doubt about the Company's ability to continue as a going concern. The 
financial statements do not include adjustments for the values of assets and liabilities and their 
classification, which might be required if the Company is unable to continue as a going concern. 

 
D. Financial positions of subsidiaries 
 

1. Delek Drilling  
 

• As at December 31, 2019, Delek Drilling has a working capital deficit of USD 457 million 
(NIS 1,580 million) arising mainly from current maturities of liabilities to banks and Tamar 
Bond debentures amounting to USD 620 million, repayable in December 2020. It should be 
noted that as at the approval date of the financial statements of the Partnership, the 
Partnership has a safety cushion to secure the repayment of Tamar Bond debentures 
amounting to USD 230 million.  

In addition, in the 12-month period from the approval date of the financial statements, 
Delek Drilling is required to repay liabilities of USD 2.6 billion (NIS 9 billion), including the 
repayment of the liabilities for the development of the Leviathan project. The Covid-19 
Crisis and its consequences, as described above, may impair the ability of Delek Drilling to 
raise funds for refinancing; cause events that will establish grounds for the lenders to call 
for immediate repayment of Delek Drilling’s loans, impair the ability of Delek Drilling to 
repay its liabilities, and more.  
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NOTE 1 – GENERAL (CONTD.) 
 
D. Financial positions of subsidiaries (contd.) 
 

1. Delek Drilling (contd.) 
 

• It should be noted that Delek Drilling's financing agreements stipulate events that confer on 
lenders the right to call for immediate repayment of the loans, including in the event that 
the Group's holdings (direct and indirect), in Delek Drilling, fall below 45%. For further 
information about the main financing agreements of Delek Drilling, see Note 12 below.  

In addition, the impairment in the Company’s financial position, as described above, could 
have a material adverse effect on Delek Drilling and its business.  

• The management of Delek Drilling presented to the board of directors of the general partner all 
the sources that may be used by Delek Drilling to comply with its obligations in the upcoming 
years, including the projected revenues from the Tamar and Leviathan projects; the expected 
cash flow from royalties and the loan repayment from the sale of the Tanin and Karish leases; 
the cash balance and deposits amounting to USD 370 million, which have accrued in the 
reserve of Delek Drilling; a plan for raising funds in significant amounts by issuing debentures 
and/or through a loan from financial institutions, as part of the refinancing of the Leviathan 
project, which is based on discussions with rating agencies and potential lenders; the plans of 
Delek Drilling to sell its direct and indirect holdings in the Tamar project in accordance with the 
provisions in the Gas Outline Plan; as well as the option available to Delek Drilling to raise 
capital by way of a rights offering in the amount of up to USD 300 million. 

The board of directors of the general partner of Delek Drilling, having reviewed the report of 
the projected sources and uses (“the Projection Report) presented by the management of 
Delek Drilling, under various scenarios, believe that, based on past experience, the proven 
ability of Delek Drilling to raise funds in recent years, and on the assets of Delek Drilling, 
the assumptions underlying the Projection Report are reasonable. The board of directors of 
the general partner of Delek Drilling also believes that Delek Drilling will be able to find 
possible financing sources to repay its liabilities and/or reach agreements with existing 
lenders regarding the extension of the repayment date of the loans before the final 
repayment date.  

The auditors of Delek Drilling, in their opinion on the financial statements of Delek Drilling, 
drew attention to this section. 

 
2.  Ithaca 
 

As at December 31, 2019, Ithaca has a working capital deficit of NIS 310 million. Further to the 
above, the Covid-19 Crisis and the decline in oil and gas prices could have a material effect on the 
results of Ithaca's operations and the value of its assets and its liquidity. The management of Ithaca 
is closely following the crisis and the market developments and is taking steps and formulating plans 
to minimize the implications. In this context, measures were taken to isolate and separate work 
teams to the minimum required level, reduce capital investment in 2020 by USD 130 million, and 
reduce operating and production costs by tens of millions of USD. It is further noted that Ithaca has 
hedge transactions on oil and gas prices for 2020-2022 in a material scope (see Note 10F). The 
management of Ithaca believes that Ithaca will be able to continue its planned activities and repay its 
obligations on time. For further information about Ithaca, see Notes 10F, 12 and 14. 
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NOTE 1 – GENERAL (CONTD.) 
 

D. Financial positions of subsidiaries (contd.) 
 

3.  Delek Israel  
 

As at December 31, 2019, Delek Israel has a working capital deficit of NIS 650 million, mainly 
due to long- and short-term liabilities assumed to finance long term investments, which are due 
for repayment in the coming year. The management of Delek Israel believes, based, among 
other things, on the cash flow from operating activities, available credit facilities, and non-
pledged assets in a material amount, it is able to convert short-term loans into long-term loans 
or to continue to receive short-term loans and/or dispose of its assets to further finance its 
investments and repay its obligations. In this context, it should be noted that the Covid-19 Crisis, 
as set out in section 1B above, could have a material adverse effect on the results of Delek 
Israel's future operations, depending on the duration of the crisis and its implications. It should 
be noted that in the first trimester of 2020, there was a material decrease in the operations of 
Delek Israel. 
 

E. Definitions 
 
In these financial statements - 
 
The Company - Delek Group Ltd. 
   
The Group - The Company and its subsidiaries and partnerships which are 

consolidated in the consolidated financial statements  
   
Subsidiaries - Companies and partnerships controlled by the Company (as defined in 

IFRS 10) and their financial statements are consolidated with the 
financial statements of the Company  

   
Associates - Companies and partnerships over which the Company has significant 

influence or has a contractual arrangement for joint control and the Group 
investment in these companies is accounted for using the equity method 

   
Investees - Subsidiaries or associates and associate partnerships. See also the 

appendix to the financial statements listing the principle partnerships 
and investees 

   
Interested parties and 
controlling shareholder 

- As defined in the Israel Securities Regulations (Annual Financial 
Statements), 2010 

   
Related parties - As defined in IAS 24 (Revised) 

   
CPI - The Consumer Price Index published by the Central Bureau of 

Statistics in Israel 

   
USD - US dollar 
 
 

  



Delek Group Ltd. 
 

Notes to the Consolidated Financial Statements  

 

 

C - 25 

NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES 
 

A. Basis of presentation 
 

The financial statements of the Company have been prepared on a cost basis, except for investment 
property, financial investments, derivatives (including embedded derivatives) and certain financial 
instruments and liabilities for share-based payments, which are measured at fair value in each 
reporting period, and with the exception of investments accounted for using the equity method and 
deferred taxes. 
 
The Company has elected to present the statement of income using the function of expense method. 
 
Basis of preparation of the financial statements 
 
These financial statements have been prepared in accordance with International Financial Reporting 
Standards (IFRS). 
 
Furthermore, the financial statements have been prepared in accordance with the provisions of the 
Israeli Securities Regulations (Annual Financial Statements), 2010, insofar as these regulations are 
applicable to consolidated insurance companies. 
 
Consistent accounting policy  
 
The accounting policies applied in the consolidated financial statements have been applied 
consistently to all the periods presented, unless otherwise stated.  

 
B. Estimates, assumptions and judgments 
 

Below is a description of the key estimates and assumptions made in the financial statements 
concerning uncertainties at the end of the reporting period and the critical estimates computed by the 
Group that may result in a material adjustment to the carrying amounts of assets and liabilities within 
the next financial year are discussed below: 
 

− Impairment of non-financial assets 
 

The Group evaluates the need to record an impairment of the carrying amount of non-financial 
assets, including fixed assets, oil and gas assets, intangible assets with a defined useful life, 
and investments accounted for according to the equity method, whenever events or changes in 
circumstances indicate that the carrying amount is not recoverable. See section U below. In 
addition, the Group reviews goodwill for impairment at least once a year. 
 
This requires management to assess the expected future cash flows from continued use of the 
cash-generating units and also to select a suitable discounted rate for these cash flows. See 
additional information in section U below. 
As from the acquisition date, goodwill is allocated to a cash-generating unit or a group of cash-
generating units which are expected to generate benefits from the synergy of the combination. 
 
In particular, it should be noted that measurement of the recoverable amount of oil and gas 
assets (and the assessment of goodwill impairment attributable to operation in this sector) 
requires management to make assumptions regarding expected costs and investments, the 
probability of the existence of development plans, quantities of resources in the reservoir 
(mainly estimated proven and probable oil reserves), expected selling prices (in particular, the 
expectation for future oil and gas prices), implications of the Petroleum Profits Tax Law, and 
discount rates, to evaluate the future cash flows from the assets. 
 
The changes in estimates that were taken into account may significantly change the results of 
the assessment. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 

B. Estimates, assumptions and judgments (contd.) 
 

− Estimate of proven and prospective oil and gas reserves and future costs 
 
The estimate of the proven and prospective oil and gas reserves are used, among other things, 
to determine the amortization rate of the assets used in the operations over the reporting period. 
Depreciation of investments (also taking into account expected future costs for production of the 
proven and prospective resources) associated with discovery and production of proven and 
prospective oil and gas reserves is based on the depletion method. According to this method, in 
each accounting period the assets are depreciated at a rate determined by the number of units 
of oil and gas actually produced, divided by the proven and prospective oil and gas reserves 
remaining according to estimates. The estimated oil and gas reserves in the producing 
reservoirs in the reporting period, and the future anticipated costs are calculated each year 
based partially on assessments of oil and gas reserves by external experts. The estimated 
proven and prospective reserves and the future anticipated costs according to these principles 
is subjective, based on different assumptions and the estimates of experts and might sometimes 
differ significantly. Given the significant amounts of the Group’s depreciation expenses, the 
changes in estimates can have a material effect on the operating results and the financial 
position of the Group (including in respect of assessing impairment of oil and gas assets). See 
also section T below. 
 

− Determining fair value of an unquoted financial instrument 
 
The fair value of an unquoted financial asset classified at level 3 on the fair value hierarchy is 
determined on the basis of valuation techniques, usually the projected future cash flows 
discounted at the current discount rates applicable for items with similar terms and risk 
characteristics. Changes in the estimated future cash flows and discount rates taking into 
account the risk assessment, such as liquidity risk, credit risk and volatility may affect the fair 
value of these assets. 
 

− Discount rate of a lease liability 
 
Since the interest rate implicit in the Group's leases is not readily determinable, the incremental 
borrowing rate of the Group companies is used. The incremental borrowing rate constitutes the 
rate of interest that the relevant company would have to pay to borrow over a similar term, and 
with a similar security, the funds necessary to obtain an asset of a similar value to the 
right‑of‑use asset in a similar economic environment. Where there are no financing transactions 
which the Group can use as a basis, it determines the incremental borrowing rate in accordance 
with the financing risk attributable to the lessee company, the lease term, and other economic 
variables arising from the terms and conditions in the lease. The Group uses an outside valuator 
to determine the incremental interest rate. 
 

− Deferred tax assets 
 
A deferred tax asset is recognized for unused carryforward tax losses and temporary 
differences to the extent that it is probable that future taxable profits will be available against 
which the losses can be utilized according to the tax rate that is expected to apply to this taxable 
income. Management judgment is required to calculate the amount of the deferred tax asset 
that can be recognized based on the timing, future taxable income, and tax planning strategy. 
Further to the above regarding the impairment testing of oil and gas assets, in determining the 
expected taxable income from operations in these assets, estimates of future oil and gas prices, 
future disposal development costs, quantity of reserves in reservoirs, and other factors are 
taken into consideration. Changes in these estimates may result in a material change in the 
balance of deferred taxes. For further information, see section U below and Note 32E. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
B. Estimates, assumptions and judgments (contd.) 
 

− Obligation for disposal of assets  
 
The timing and amount of the financial resources required to settle the obligation are based on 
the assessment of the managements of the Partnership and the subsidiary, based, among other 
things, on estimates of professional advisors and periodic assessments of the adequacy of 
these estimates. 

 

− Legal claims 
 
When assessing the possible outcomes of legal claims that were filed against the Company and 
its investees, the Group companies relied on the opinions of their legal counsel. These opinions 
are based on the best of their professional judgment, and take into consideration the current 
stage of the proceedings and the legal precedents for various matters. Since the outcomes of 
the claims will ultimately be determined in the courts, these outcomes could differ from the 
assessments. 
 
In addition to these claims, the Company is exposed to unasserted legal claims, among other 
things, where there is any doubt as to the interpretation of the agreement and/or the provisions 
of the law and/or their implementation. This exposure is brought to the attention of the Company 
and its investees in several ways, including through customer applications to Group entities, in 
particular to the Group's public complaints officer, through customer complaints to the public 
inquiries unit in the supervisor's office, and through claims (other than class action suits) filed at 
the court.  
 
These issues are brought to the attention of the Group's management insofar as the relevant 
entities identify that the claims could have widespread implications. When assessing the risk 
arising from these unasserted allegations/claims, the Group companies rely on internal 
assessments of the relevant parties and the management, which assess the prospects of a 
claim being filed and the chances for its success, if filed. The assessment is based on 
experience gained with respect to filing claims and the analysis of each claim. By their nature, in 
view of the preliminary stage of the clarification of the legal claim, the actual outcome could be 
different from the assessment made before the claim was filed.  
For further information, see Note 24A. 

 
C. Consolidated financial statements 

 
The consolidated financial statements include the statements of companies that are controlled by the 
Company (subsidiaries). Control exists when the Company has the power to affect the investee, is 
exposed, or has rights, to variable returns from its involvement with the investing entity, and it has 
the ability to affect those returns arising from the investee. When assessing the existence of control, 
all potential voting rights are taken into account only if they are exercisable. The financial statements 
are consolidated from the date that control is obtained and ends when such control ceases. 
 
Significant intragroup balances and transactions and profits or losses arising from transactions 
between the Group companies have been eliminated in full in the consolidated financial statements. 
 
In the consolidated financial statements, the Group eliminates fair value measurement of securities 
of Group companies (shares of the Company and its subsidiaries and debentures issued by Group 
companies), which was carried out by special purpose companies that issue and manage exchange-
traded notes and by profit-sharing policies of insurance companies. 
 
 
 

  



Delek Group Ltd. 
 

Notes to the Consolidated Financial Statements  

 

 

C - 28 

NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
C. Consolidated financial statements (contd.) 
 

Non-controlling interests for subsidiaries represent the capital of the subsidiaries that cannot be 
attributed, directly or indirectly, to the parent company They are presented in equity separately from 
the equity attributable to the parent. Profit or loss and any part of other comprehensive income are 
attributed to the Company and the non-controlling interests. Equity instruments such as preferred 
stock and similar instruments issued by subsidiaries are recognized under non-controlling interests. 
The attribution of the profit or loss of a subsidiary takes into account arrangements for distribution of 
profits such as dividends for cumulative preferred shares. Losses are attributed to non-controlling 
interests even if the result is a negative balance of non-controlling interests in the consolidated 
statement of financial position. 
 
The acquisition of non-controlling interests by the Group is recognized as an increase or decrease in 
equity (when non-controlling interests also include a share of other comprehensive income the 
Company re-attributes the accumulated amounts that were recognized in other comprehensive 
income to the owners of the Company and the non-controlling interests).  
Upon the disposal of an interest in a subsidiary that does not result in a loss of control, an increase 
or decrease is recognized in equity taking into account also the disposal of a portion of any goodwill 
in the subsidiary and any capital reserve recognized in other comprehensive income, based on the 
decrease in the interests in the subsidiary. 
Transaction costs for transactions with holders of non-controlling interests are also recognized in 
equity. 
 
Upon the loss of control on disposal of a subsidiary, the Company derecognizes the assets 
(including goodwill), liabilities, and noncontrolling interests of the subsidiary, and recognizes the fair 
value of the consideration received and any remaining investment; and reclassifies the components 
previously recognized in other comprehensive income (loss). 
 
The financial statements of the Company and its subsidiaries are prepared at the same dates and for 
the same periods. The accounting policy in the financial statements of the subsidiaries is applied 
uniformly and consistently with the accounting policy in the Company’s financial statements. 
 
Jointly controlled operations 
 
A joint venture is a contractual arrangement where two or more parties undertake oil and gas 
exploration operations in a jointly-owned asset. Certain joint ventures often involve joint operations 
by the partners in one or more asset invested in the joint venture. 
 
According to IFRS 11, joint control only exists when there is a formal requirement for unanimous 
agreement of the joint venture partners. However, a review of these ventures demonstrates that the 
ventures themselves have no rights in the assets and have no binding commitments on behalf of the 
participants. The agreements are directly between the participants and the third party. Any 
participant may pledge its rights in the assets and is entitled to the economic benefits arising from 
the venture. As a result, the participants have a proportionate share in the assets and liabilities 
attributable to the joint venture. 
 
For the rights in the joint venture operations, the Group recognizes the following in its financial 
statements: 

 
a)  The share of the joint venture assets 
b)  Any liabilities undertaken by the partnership 
c)  The share in any liabilities incurred jointly in respect of the joint venture 
d)  Any revenues arising from its right in the joint venture 
e)  Any expenses arising from its right in the joint venture 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
D. Functional currency and foreign currency 
 

1)  Functional currency and presentation currency 
 

The functional currency of the Company and the presentation currency of the financial 
statements is the Israeli shekel (NIS). 
 
The Group determines the functional currency of each company, including companies 
accounted for using the equity method. 
 
The assets and liabilities of an investee that is a foreign operation, including surplus, are 
translated at the exchange rate at each reporting date. Profit or loss items are translated at 
average exchange rates for the presented periods. All exchange differences are recognized as 
other comprehensive income (loss). 
 
Intragroup loans for which settlement is neither planned nor likely to occur in the foreseeable 
future, are a part of the investment in the foreign operation, therefore exchange differences 
arising on these loans (net of the effect of tax) are recognized in other comprehensive income 
(loss). 
 
When a foreign operation is fully or partially disposed of, such that control is lost, the cumulative 
profit (loss) related to that operation, recognized in other comprehensive income is transferred 
to profit or loss. Furthermore, when a foreign operation is partially disposed of, while retaining 
control in the subsidiary, a proportionate part of the cumulative amount of the translation 
difference that was recognized in other comprehensive income is reattributed to non-controlling 
interests. 
 

2)  Transactions, assets and liabilities in foreign currency 
 

Transactions denominated in foreign currency are recorded on initial recognition at the 
exchange rate at the date of the transaction. After initial recognition, monetary assets and 
liabilities denominated in foreign currency are translated at each balance sheet date into the 
functional currency at the exchange rate at that date. Exchange differences, other than those 
capitalized to qualifying assets or carried to equity in hedging transactions, are recognized in the 
statement of income. Non-monetary assets and liabilities measured at cost are translated at the 
exchange rate at the date of the transaction. Non-monetary assets and liabilities denominated in 
foreign currency and measured at fair value are translated into the functional currency using the 
exchange rate prevailing at the date when the fair value was determined. 
 

3)  CPI-linked monetary items 
 
Monetary assets and liabilities linked to the changes in the Israeli Consumer Price Index ("the 
Israeli CPI"), other than a lease liability, are adjusted at the relevant index at each balance 
sheet date according to the terms of the agreement. 
 

E. Operating cycle 
 
The Company's normal operating cycle does not exceed one year.  
 

F. Cash equivalents 
 

Cash equivalents are considered as highly liquid investments, including unrestricted short-term bank 
deposits with an original maturity of three months or less from the date of acquisition, which are not 
pledged. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
G. Short-term deposits 
 

Short-term bank deposits are deposits with an original maturity of more than three months from the 
date of acquisition that do not meet the definition of cash value. The deposits are presented 
according to their terms of deposit. 
 

H. Inventory 
 
Inventory is measured at the lower of cost or net realizable value (other than current produced crude 
oil inventory, which is measured at fair value less selling expenses). The cost of inventories includes 
expenditure incurred in acquiring the inventories and the costs incurred in bringing them to their 
existing location and condition. Net realizable value is the estimated selling price in the ordinary 
course of business less the estimated costs of completion and the estimated selling expenses.   
 
Cost of inventories is assigned as follows: 
 
Fuels and consumer goods  – The cost of fuel in operating inventory is based on the quarterly 

weighted average. 
  The cost of consumer goods inventory is based on the retail 

inventory method.  
Inventory of crude oil and 
related materials  

– Current crude oil inventory is measured at its fair value less 
selling costs. Non-current crude oil inventory is measured at its 
historical cost. Inventory of related materials is measured at 
cost, calculated according to the FIFO method. 

Other - – Based mainly on the moving average 
 
The Company periodically evaluates the condition and age of inventories and makes provisions for 
slow moving inventories accordingly. 
 
If in a particular period production is not at normal capacity, the cost of inventories does not include 
additional fixed overheads in excess of those allocated based on normal capacity. Such unallocated 
overheads are recognized as an expense in the statement of income in the period in which they are 
incurred. Similarly, the cost of the inventory does not include exceptional amounts in respect of the 
materials, labor or other costs resulting from inefficiency. 

 
I. Financial instruments 

 
On January 1, 2018, the Group applied IFRS 9, Financial Instruments (“IFRS 9”) for the first time. 
The Company elected to apply the standard retrospectively without a restatement of comparative 
data.  
 
The accounting policy applied as from January 1, 2018 for financial instruments is as follows: 
 
1)  Financial assets 
 

As at the date of initial recognition, financial assets within the scope of the standard are 
measured at fair value plus transaction costs that are directly attributable to acquisition of the 
financial asset, except in the case of a financial asset measured at fair value through profit or 
loss, when transaction costs are recognized in profit or loss.  
 
The Group classifies and measures the debt instruments in its financial statements on the basis 
of the following criteria: 
 
(A)  The Group’s business model for managing financial assets 
 
(B)  The contractual cash flow characteristics of the financial asset 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
I. Financial instruments (contd.) 
 

1)  Financial assets (contd.) 
 

The Group measures debt instruments at amortized cost when: 
 
The Group's business model is the holding of financial assets with the objective of collecting 
contractual cash flows and the contractual terms of the financial assets give rise on specific 
dates to cash flows representing solely payments of principal and interest for the amount of the 
unpaid principle. 
Subsequent to initial recognition, instruments in this class will be measured according to their 
terms at cost plus direct transaction costs, at amortized cost, less a provision for impairment. 
In addition, an entity may irrevocably designate a debt instrument for measurement at fair value 
through profit or loss on initial application if such designation eliminates or considerably reduces 
measurement or recognition inconsistency, for example, when the related financial liability is 
also measured at fair value through profit or loss. 
 
The Group measures debt instruments at fair value through other comprehensive income when: 
 
The Group's business model is the holding of financial assets with the objective of collecting 
contractual cash flows and selling financial assets, and the contractual terms of the financial 
assets give rise on specific dates to cash flows representing solely payments of principal and 
interest for the amount of the unpaid principle. 
Subsequent to initial recognition, instruments in this group are measured at fair value. Profits or 
losses arising from fair value adjustments, other than interest and exchange rate differentials, 
are recognized in other comprehensive income. 
 
The Group measures debt instruments at profit or loss when: 
 
They do not meet the criteria for measuring at amortized cost or at fair value through other 
comprehensive income, as set out above. 
 
Equity instruments and other financial assets held for trading 
 
Financial assets that are investments in equity instruments do not meet the above criteria and 
are therefore measured at fair value through profit or loss.  
 
Other financial assets held for trading, such as derivatives, including embedded derivatives 
separated from the host contract, are measured at fair value through profit or loss unless they 
are designated as effective hedging instruments. 
 
For certain equity instruments not held for trading, at initial recognition, the Group may elect 
irrevocably to present subsequent fair value changes in other comprehensive income that would 
otherwise not have been measured at fair value through profit or loss. These changes will not 
be recognized in profit or loss in the future, even when the investment is derecognized. 
 
Revenues from dividends from investments in equity instruments are recognized at the dividend 
record date in the statement of income. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
I. Financial instruments (contd.) 
 

2)  Impairment of financial assets 
 

The Group assesses at each reporting date the provision for loss in respect of financial debt 
instruments that are not measured at fair value through profit or loss.  
The Group differentiates between two situations of recognition of a provision for loss:  
 
(A)  Debt instruments with no significant impairment in credit quality since initial recognition or 

with a low credit risk - the provision for loss recognized for this debt instrument will take into 
account expected credit losses in the 12 months period after the reporting date. 

 
(B)  Debt instruments with significant deterioration in credit quality since initial recognition and 

their credit risk is not low - the provision for loss recognized will take into account the 
expected credit losses - over the balance of the useful life of the instrument. The Group 
applies the expedient in the standard, according to which it assumes that the credit risk of a 
debt instrument did not increase significantly from the date of initial recognition, if it was 
determined on the reporting date that the instrument has a low credit risk, for example 
when the instrument has an external rating of "investment grade". 

 
Impairment for debt instruments measured at amortized cost is recognized in the statement of 
income against a provision.  
The Group has financial assets with short credit periods, such as trade receivables, for which it 
may apply the expedient set out in the model, meaning that the Group will measure the 
provision for loss in an amount equal to expected credit losses throughout the useful life of the 
instrument. The Group elected to apply the expedient for these financial assets. 
 

3)  Derecognition of financial assets 
 

The Group derecognizes a financial asset when and only when: 
 
(A)  The contractual rights to the cash flows from the financial asset expire. 
 
(B)  The Group transfers the rights to receive the contractual cash flows on the financial asset in 

a transaction in which substantially all the risks and rewards of ownership of the financial 
asset are transferred or the Company retains some of the risks and rewards but it can be 
said that it had transferred control on the asset. 

 
(C)  The Group retains the contractual rights to receive the cash flows from the financial asset, 

but assumes a contractual obligation to pay these cash flows in full to a third party without 
substantial delay. 

 
4)  Financial liabilities 

 
As at the date of initial recognition, the Group measures financial liabilities in the scope of the 
Standard at fair value less transaction costs directly attributable to the issuance of the financial 
liability, except in the case of a financial liability measured at fair value through profit or loss, 
when transaction costs are recognized in profit or loss.  
 
Subsequent to initial recognition, the Group measures financial liabilities at amortized cost in 
their entirety, except for: 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
I. Financial instruments (contd.) 
 

4)  Financial liabilities (contd.) 
 

(A)  Financial liabilities at fair value through profit or loss, such as derivatives 
(B)  Financial liabilities created when transfer of the financial asset is not qualified for 

derecognition  
(C)  Contingent consideration recognized by a buyer in a business combination  
 

5)  Financial liabilities measured at fair value through profit or loss 
 
At initial recognition, the Group measures financial liabilities that are not measured at amortized 
cost at fair value when transaction costs are recognized in profit or loss. 
 
Subsequent to initial recognition, changes in fair value are attributed to profit or loss. 
 

6)  Derecognition of financial liabilities 
 
The Group derecognizes a financial liability when, and only when, it is settled - that is, when the 
obligation defined in the contract expires or when it is discharged or cancelled. 
A financial liability is extinguished when the debtor pays the liability by a cash payment, other 
financial assets, goods or services, or is legally discharged of the liability. 
 
In the event of a change in the terms of an existing financial liability, the Group examines 
whether the terms of the liability are materially different from the existing conditions, taking into 
account qualitative and quantitative considerations.   
When there is a substantial modification of the terms of an existing financial liability, or an 
exchange of debt instruments having substantially different terms between the Company and a 
lender, the transaction is accounted for as an extinguishment of the original financial liability and 
the recognition of a new financial liability. The difference between these two financial liabilities in 
the financial statements is recognized in profit or loss. 
When there is a non-substantial modification of the terms of an existing liability, or an exchange 
of another liability with terms are not materially different, between the Company and the lender, 
the Group revises the amount of the liability, namely, the discounting of the new cash flows at 
the original effective interest rate, and the difference is recognized in profit or loss. 
 

7)  Offsetting financial instruments 
 
Financial assets and liabilities are offset and the net amount is presented in the statement of 
financial position if there is a legally enforceable right to set off the recognized amounts and 
there is an intent to dispose of the asset and liability on a net basis or realize the asset and 
dispose of the liability simultaneously. The right to offset must not only be legally enforceable in 
the normal course of business, but must also be enforceable in the event of bankruptcy or 
insolvency of one of the counterparties. Offset must not be contingent on a future event or 
periods of time in which they will not apply, or may be removed by a future event. 
 

8)  Put option granted to holders of non-controlling rights 
 
When the Group grants a put option to non-controlling interests, these interests are classified as 
a financial liability that do not confer rights but rather their share in the profits of the Group. At 
each reporting date, the financial liability is measured at the present value of the estimated 
consideration to be transferred when the put option is exercised at the fair value of the 
consideration determined. Changes in the liabilities are recognized in profit or loss. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
I. Financial instruments (contd.) 
 

9)  Embedded derivatives 
 
According to the Standard, embedded derivatives in financial assets will not be separated from 
a host contract. These hybrid contracts will be measured in their entirety at amortized cost or at 
fair value, in accordance with the criteria of the business model and contractual cash flows. 
 
When a host contract does not meet the definition of a financial asset, an embedded derivative 
is separated from the host contract and accounted for as derivative when the economic 
characteristics and risks of the embedded derivative are not closely related to the economic 
characteristics and risks of the host contract, the embedded derivative meets the definition of a 
derivative, and the instrument involved is not measured at fair value when changes are 
recognized in profit or loss. 
 
Reassessment of the deed for separation only occurs if there is a change in the terms of the 
contract that significantly modifies the cash flows that would otherwise be required. 
 

10)  Compound financial instruments 
 
Convertible debentures issued in foreign currency include two components: the conversion 
component and the debt component. The liability conversion component is initially recognized 
as a financial derivative at fair value. The balance is attributed to the debt component. Direct 
transactions costs are allocated between the liability conversion component and the liability debt 
component, based on the allocation of the consideration for each component.  
 

The accounting policy applied as from December 31, 2017 for financial instruments is as follows: 
 

1)  Financial assets 
 
Financial assets within the scope of IAS 39 are initially recognized at fair value plus directly 
attributable transaction costs, except for financial assets measured at fair value through profit or 
loss. 
 
A)  Financial assets at fair value through profit or loss 

 
The Group has financial assets at fair value through profit or loss comprising financial 
assets held for trading and financial assets designated upon initial recognition at fair value 
through profit or loss. 

 
Profits or losses on investments held for trading are recognized in the statement of income 
when incurred. 

 
Embedded derivatives are separated from the host contract and accounted for separately 
if: (a) the economic characteristics and risks of the embedded derivatives are not closely 
related to those of the host contract; (b) a separate instrument with the same terms as the 
embedded derivative would meet the definition of a derivative; and (c) the combined 
instrument is not measured at fair value through profit or loss. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
I. Financial instruments (contd.) 
 

1)  Financial assets (contd.) 
 

B)  Loans and receivables 
 

The Group has loans and receivables that are financial assets (non-derivative) with fixed or 
determinable payments that are not quoted in an active market. After initial recognition, 
loans and receivables are measured at amortized cost using the effective interest method.  

 
C)  Available-for-sale financial assets 
 

The Group has available-for-sale financial assets that are non-derivative financial assets 
designated on initial recognition as available for sale or are not classified into one of the 
three other categories. After initial recognition, available-for-sale financial assets are 
measured at fair value. Profits or losses from fair value adjustments, other than for 
exchange differences relating to debt instruments that are carried to the statement of 
income under finance expenses, are recognized in other comprehensive income. When the 
investment is disposed of or in case of impairment, the amounts recorded in other 
comprehensive income (loss) are reclassified to the statement of income. Interest income 
on investments in debt instruments and dividends are recognized in the statement of 
income. Dividends received for investments in equity instruments are recognized on the 
date the entity’s right to receive the dividend is established. 

 
2)  Financial liabilities 

 
A)  Financial liabilities at amortized cost 
 

Interest-bearing loans and other borrowings are first recognized at fair value less directly 
attributable transaction costs. After initial recognition, these liabilities are measured based 
on their terms at amortized cost using the effective interest method.  

 
B)  Financial liabilities at fair value through profit or loss 

 
Financial liabilities at fair value through profit or loss include financial liabilities classified as 
held for trading and financial liabilities designated upon initial recognition at fair value 
through profit or loss. 

 
Liabilities for short-selling of securities are classified as financial liabilities measured at fair 
value through profit or loss. Therefore, these liabilities are initially recognized at fair value 
when the attributable transaction expenses are recognized in profit or loss. 

 
Derivatives, including separated embedded derivatives, are classified as held for trading 
unless they are designated as effective hedging instruments. In the event of a financial 
instrument that contains one or more embedded derivatives, the entire combined 
instrument will be designated upon initial recognition as a financial liability at fair value 
through profit or loss. 

 
  



Delek Group Ltd. 
 

Notes to the Consolidated Financial Statements  

 

 

C - 36 

NOTE 2 SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
I. Financial instruments (contd.) 
 

3)  Offsetting financial instruments 
 

Financial assets and liabilities are offset and the net amount is presented in the balance sheet if 
there is a legally enforceable right to set off the recognized amounts and there is an intent to 
dispose of the asset and liability on a net basis or realize the asset and dispose of the liability 
simultaneously. 
 
The right to offset must not only be legally enforceable in the normal course of business, but 
must also be enforceable in the event of bankruptcy or insolvency of one of the counterparties. 
Offset must not be contingent on a future event or periods of time in which they will not apply, or 
may be removed by a future event. 
 

4)  Derecognition of financial instruments 
 
Financial assets 
 
A financial asset is derecognized when the contractual rights to the cash flows from the financial 
asset expire or the Group has transferred its contractual rights to receive cash flows from the 
financial asset or assumes an obligation to pay the cash flows in full without material delay to a 
third party and has transferred substantially all the risks and rewards of the asset, or has neither 
transferred nor retained substantially all the risks and rewards of the asset, but has transferred 
control of the asset. 
 
Financial liabilities 
 
A financial liability is derecognized when it is settled, meaning, when the liability expires or when 
it is discharged or cancelled. A financial liability is extinguished when the debtor (the Group) 
repays the liability by a cash payment, other financial assets, goods or services, or is legally 
discharged of the liability. 
 
Where an existing financial liability is exchanged with another liability from the same lender on 
substantially different terms, or the terms of an existing liability are substantially modified, such 
an exchange or modification is accounted for as an extinguishment of the original liability and 
the recognition of a new liability. The difference between the carrying amount of the above 
liabilities is recognized in the statement of income. If the exchange or modification is immaterial, 
no profit or loss is recognized from the exchange. In the assessment, the Group takes into 
consideration quantitative and qualitative criteria. 
 

5)  Embedded derivatives 
 

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

6)  Put option granted to non-controlling shareholders  
 
When the Group grants non-controlling interests a put option to sell part or all of their interests 
in a subsidiary during a certain period, on the date of grant, the non-controlling interests are 
classified as a financial liability. The Group recognizes the liability for the put option at fair value 
on the grant date and the holdings of the non-controlling interests are accounted for as if they 
are held by the Group. Changes in the liabilities are recognized in profit or loss. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
I. Financial instruments (contd.) 

 
7)  Liability for exchange-traded funds  

 
The liability for exchange-traded notes (ETN) is a compound financial instrument that includes a 
host contract and an embedded derivative (index to which the ETN is linked). The host contract 
is recognized initially at fair value less transaction costs. In subsequent periods, the host 
contract is measured using the effective interest method. Changes in the amortized cost of the 
host contract are recognized in profit or loss. 
 
In the Group’s opinion, presentation of the components of the ETN together is the most 
appropriate presentation of the economic character of the liability for the ETN, since this reflects 
(before accounting for the issuance costs) the amount that the Group might be required to pay 
to index certificate holders, which may be redeemed at any time. 
 

8)  The insurance subsidiaries resolved to designate the assets as follows:  
 

A. Financial assets in investment portfolios of policies participating in investment profits 

 
These assets, which include marketable and non-marketable financial instruments are 
recognized at fair value through profit or loss, for the following reasons: These are 
portfolios under management, separate and identified, whose statement at fair value 
significantly reduces an accounting mismatch of reporting financial assets and financial 
liabilities at different bases of measurement. Furthermore, the management is based on 
fair value and the portfolio's performance is measured at fair value, in accordance with a 
documented risk management strategy. The information about the financial instruments is 
reported to the management (the relevant investments committee) internally at fair value. 

 
B. Non-marketable financial assets that are not included in investment portfolios against profit-

participating policies (nostro) 

 
Assets that meet the criteria of the group of loans and receivables, including Hetz 
debentures, were classified in this group and measured at amortized cost, using the 
effective interest method. 
Non-marketable capital instruments are classified as available-for-sale financial assets. 

 
C. Marketable financial assets which are not included in investment portfolios against profit-

participating policies (nostro), which do not include embedded derivatives or do not 
constitute derivatives (including investment funds) 

 
These assets are classified as financial instruments available for sale.  

 
D. Financial instruments that include embedded derivatives requiring separation 

 
These assets are designated in groups of fair value through profit or loss.   

 
E. Marketable financial assets in an investment management subsidiary 

 
These assets were classified in groups of fair value through profit or loss, and include 
financial assets held for trading and financial assets designated at fair value through profit 
or loss.  
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
I. Financial instruments (contd.) 
 

9)  Impairment of financial assets 
 
The Group assesses at each balance sheet date whether there is any objective evidence that 
the following financial asset or group of financial assets is impaired. 
 
(1)  Financial assets carried at amortized cost 

 
There is objective evidence of impairment of debt instruments and loans and receivables 
carried at amortized cost as a result of one or more events that had a negative effect on 
the estimated future cash flows after initial recognition. The amount of the loss recorded in 
profit or loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that have not 
yet been incurred) discounted at the financial asset's original effective interest rate. If the 
financial asset has a variable interest rate, the discount rate is the current effective interest 
rate. In subsequent periods, the amount of the impairment loss is reversed if the recovery 
of the asset can be related objectively to an event occurring after the impairment was 
recognized. The amount of the reversal, up to the amount of any previous impairment, is 
recorded in profit or loss. 

 
(2)  Available-for-sale financial assets 
 

For equity instruments classified as available-for-sale financial assets, the objective 
evidence includes a significant or prolonged decline in the fair value of the asset below its 
cost and calculation of changes in the technological, market, economic or legal 
environment in which the issuer of the instrument operates. Where there is evidence of 
impairment, the cumulative loss, which is recognized in other comprehensive income, is 
classified in the statement of income. In subsequent periods, reversal of impairment loss is 
not recognized in profit or loss but recognized as other comprehensive income. 

 
For debt instruments classified as available-for-sale financial assets, objective evidence of 
impairment may arise as a result of one or more events that have a negative impact on the 
estimated future cash flows of the asset subsequent to the investment date. Where there is 
evidence of impairment, the cumulative loss, which was recognized in capital, is transfered 
from capital and reclassified as an impairment loss in the statement of income, In a 
subsequent period, the amount of the impairment loss is reversed if the increase in fair 
value can be related objectively to an event occurring after the impairment was recognized. 
The amount of the reversal, up to the amount of any previous impairment, is recorded in 
profit or loss. 

 
J. Hedge accounting and derivative financial instruments 

 
Any profits or losses arising from changes in the fair values of derivatives that do not qualify for 
hedge accounting are recognized directly in the statement of income. 
 
Hedge transactions qualify as accounting hedging when, at the inception of the hedge, there is 
formal designation and documentation of the hedging relationships and the risk management 
objectives and strategy of the Group for hedging. The hedge is tested on an ongoing basis and 
determined in practice when it is highly effective throughout the financial reporting period to which 
the hedge is assigned. Hedging transactions are accounted for as follows: 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
J. Hedge accounting and derivative financial instruments (contd.) 
 

Cash flow hedges 
 
The effective portion of the profit or loss on the hedging instrument is recognized directly in equity as 
other comprehensive income (loss), while any ineffective portion is recognized immediately in the 
statement of income. 
 
Other comprehensive income (loss) is transferred to the profit or loss when the hedged transaction 
results are recognized in profit or loss, such as when the hedged income or expense is recognized in 
profit or loss or when a forecast sale occurs. Where the hedged item is a non-financial asset or 
liability, this cost also includes the amount of the profit (loss) from the hedged instrument. 
 
Hedge accounting is discontinued prospectively only when the hedging relationships, or part of them, 
no longer comply with the qualifying criteria (after taking into account any rebalancing of hedge 
relationships, if relevant) including cases where the hedging instrument expires, is sold, canceled, or 
exercised. When the Company discontinues hedge accounting, the amount accrued in the hedge 
fund will remain in the hedge fund until the cash flow occurs or is classified in profit or loss, if the 
future hedged cash flows are no longer expected to occur. 
 
When put options are used as hedging instruments, only the internal value of the options are 
designated for hedging, while the time value is recognized under financing expenses in the 
statement of income. 

 
K. Treasury shares 
 

The Company's shares held by it are presented at cost offset by the Company's capital. Any profit or 
loss from purchase, sale, issue, or cancellation of treasury shares is recognized directly in equity.  
 

L. Leases 
 

As set out in Note 2FF1 regarding initial application of IFRS 16, Leases (“IFRS 16”), the Company 
elected to apply IFRS 16 retrospectively (without restatement of comparative data). 
 
The accounting policy applied as from January 1, 2019 for leases is as follows: 
 
The Group accounts for a contract as a lease when the contract conveys the right to control the use 
of an identified asset for a period of time in exchange for consideration. 
 
1. The Company as a lessee 
 

For transactions in which the Group is a lessee, the Group recognizes a right of use asset and a 
lease liability on the inception date of the lease, with the exception of leases of up to one year and 
leases where the underlying asset has a low value, in which case the Group elected to recognize the 
lease payments as an expense in profit or loss on a straight line basis over the lease period.  
 
At the inception date, the lease liability includes all the lease payments that are not paid, 
discounted by the interest rate implicit in the lease, when it can be readily determined, or at the 
incremental borrowing rate of the Company. After inception, the Company uses the effective 
interest method to measure the lease liability. 
 
The right of use asset at the inception date is recognized in the amount equal to the lease 
liability plus lease payments made on or before the effective date plus transaction costs 
incurred. 
The right of use asset is accounted for using the cost model and depreciated over the shorter of 
the lease term and the useful life.  
 
Where there are indications of impairment, the Company assesses impairment of the right of 
use asset in accordance with IAS 36. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
L. Leases (contd.) 
 

2. The Group as a lessor 
 

The tests for classifying leases as finance or operating leases depend on the substance of the 
agreement and are made at the inception of the lease in accordance with the principles set out 
in IFRS 16: 
 
A. Finance lease 

 
A lease that transfers substantially all the risks and rewards incidental to ownership of an 
underlying asset is classified as a finance lease. 

 
B. Operating lease 
 

A lease that does not transfer substantially all the risks and rewards incidental to ownership 
of an underlying asset is classified as an operating lease. The lease payments are 
recognized as income in profit or loss, on a straight-line basis over the lease term. Initial 
direct costs incurred for the lease are added to the cost of the leased asset and recognized 
as an expense over the lease period on the same basis. 
 

3. CPI-linked lease payments 
 
At the inception date of the lease, the Group uses the CPI rate in effect at the inception date to 
calculate future lease payments. 
 
In transactions in which the Group is a lessee, changes in the amount of the future lease 
payments due to a change in the CPI are discounted (without a change in the discount rate 
applicable to the lease liability) by the right of use asset and are recognized as an adjustment to 
the lease liability, only when there has been a change in the cash flows from the change in the 
CPI (meaning, when the adjustment for the lease payments came into effect).  
 

4. Variable lease payments 
 
Variable lease payments that are based on performance or use and are not dependent on the CPI or 

interest rate are recognized as an expense in transactions in which the Group is a lessee, and 
as revenue in transactions in which the Group is a lessor, on the inception date. 

 
5. Options to extend and cancel a lease period 

 
The non-cancellable lease period also includes periods covered by an option to extend the 
lease when it is reasonably certain that the option to extend the lease period will be exercised 
and periods covered by an option to cancel the lease when it is reasonably certain that the 
option to cancel will not be exercised. 
If there is a change in the expectation that the Company will exercise the option to extend the 
lease, or will not exercise the cancellation option, the Company re-measures the lease liability 
according to the revised lease period, using a new discount rate. The total change is recognized 
against the right-of-use asset until it is reduced to zero, and then in profit or loss. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
L. Leases (contd.) 
 

The accounting policy applied as from December 31, 2018 for leases is as follows: 
 
The tests for classifying leases as finance or operating leases depend on the substance of the 
agreements and are made at the inception of the lease in accordance with the principles below as 
set out in IAS 17. 
 
The Company as a lessee 
 
1)  Finance lease 

 
Finance leases transfer to the Group substantially all the risks and benefits incidental to 
ownership of the leased asset. At the commencement of the lease term, the leased asset is 
measured at the fair value of the leased asset or, if lower, at the present value of the minimum 
lease payments.  

 
2)  Operating lease 

 
Lease agreements are classified as an operating lease if they do not transfer substantially all 
the risks and benefits incidental to ownership of the leased asset. Initial direct costs incurred for 
the lease are added to the cost of the leased asset and recognized as an expense together with 
income from the lease. The lease payments are recognized as income in profit or loss, on a 
straight-line basis over the lease term. 
 

The Group as a lessor 
 
1)  Finance lease 

 
Finance leases transfer to the lessor all the risks and benefits incidental to ownership of the 
leased asset. The leased asset is derecognized and a finance asset is recognized, payable for 
a finance lease, in the present value of the lease proceeds.  
 

2)  Operating lease 
 
Assets are classified as an operating lease if they do not transfer substantially all the risks and 
benefits incidental to ownership of the asset. Initial direct costs incurred for the lease are added 
to the cost of the leased asset and recognized as an expense over the lease period on the 
same basis. The lease payments are recognized as income in profit or loss, on a straight-line 
basis over the lease term.  
 

M. Business combinations and goodwill 
 

Business combinations are accounted for by the acquisition method. The cost of the acquisition is 
measured at the fair value of the consideration transferred at the acquisition date, including any non-
controlling interests in the acquiree. In any business combination, the Company elects whether to 
measure the non-controlling interests in the acquiree at fair value at the acquisition date or in 
accordance with the proportionate share of the fair value of the net identifiable assets of the 
acquiree. Direct acquisition costs are recognized in the statement of income as incurred. 
 
In a business combination achieved in stages, the acquirer remeasures its previously held equity 
interest in the acquiree at its acquisition date at fair value and recognizes the revalued prior 
investment in the statement of income at the date control was established. 
 

  



Delek Group Ltd. 
 

Notes to the Consolidated Financial Statements  

 

 

C - 43 

NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
M. Business combinations and goodwill (contd.) 
 

Contingent consideration is recognized at its fair value at the acquisition date. Contingent 
consideration is classified as a financing asset or liability according to IFRS 9. Subsequent changes 
in fair value of the contingent consideration are recognized in the statement of income. If the 
contingent consideration is classified as an equity instrument, it is measured at fair value on the 
acquisition date without subsequent measurement. 
 
Goodwill is initially measured at cost which represents the difference between the acquisition 
consideration and the amount of non-controlling interests over the net identifiable assets acquired 
and liabilities assumed. If the resulting amount of goodwill is negative, the acquirer will recognize the 
resulting gain on the acquisition date. 
 
Acquisitions of subsidiaries that are not business combinations 
 
Upon the acquisition of subsidiaries and operations that do not constitute a business, the acquisition 
consideration is only allocated between the acquired business identifiable assets and liabilities based 
on their relative fair values on the acquisition date without attributing any amount to goodwill or to 
deferred taxes, whereby the non-controlling interest, if any, participates at its relative share of the fair 
value of the net identifiable assets on the acquisition date. Direct costs related to the acquisition are 
discounted as part of the acquisition consideration. 

 
N. Investments accounted for using the equity method  
 

The investment in an associate is accounted for using the equity method. According to this method, 
the investment in the associate is recognized in the balance sheet at cost plus changes in the 
Group’s share in the net assets, including the other comprehensive income (loss) of the associate.  
 
The equity method is implemented up to the earlier of the date the Group loses significant influence 
or the investment is reclassified as an investment held for sale according to IFRS 5.  
 
Goodwill relating to the acquisition of an associate is initially measured as the difference between the 
acquisition cost and the Group's share in the net fair value of the associate's identifiable assets, 
liabilities, and contingent liabilities. After initial recognition, goodwill is measured at cost and is not 
systematically amortized. Goodwill is examined for impairment as part of the investment in an 
associate as a whole.  
 
If additional shares are acquired in an equity-accounted associate, the Group calculates the 
purchase price allocation for each tranche separately. Upon a decrease in the equity interests in an 
associate while retaining significant influence in the associate, the Company realizes a relative 
portion of its investment in the associate and recognizes a profit or loss from the disposal, including 
the reclassification of the proportionate share of cumulative amounts previously recognized in other 
comprehensive income (loss) of the associate. 
 
Losses of associates in amounts which exceed their equity are recognized by the Company to the 
extent of its investment in the associates with the addition of any losses that the Company may incur 
as a result of a guarantee or other financial support provided in respect of these associates.  
 
The financial statements of the Company and its associates are prepared as at the same dates and 
periods, other than one associate whose financial statements are prepared as at the three months 
preceding the date of the Company’s financial statements. The Company makes adjustments for the 
effect of significant transactions or significant events occurring between the reporting date of the 
associate and the reporting date of the Company. Profit or loss from transactions between the Group 
and the associate is eliminated according to the rate of holding.  
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
O. Investment property 
 

An investment property is property (land or a building or both) held by the owner (lessor under an 
operating lease) or by the lessee under a lease to earn rentals or for capital appreciation or both, 
rather than for use in the production or supply of goods or services, for administrative purposes, or 
for sale in the ordinary course of business. 
 
Investment property is measured initially at cost, including costs directly attributable to the acquisition. 
After initial recognition, investment property, including investment property under construction, is 
measured at fair value which reflects market conditions at the reporting date. Profits or losses arising from 
changes in the fair values of investment property are included in the statement of income when they 
arise.  
 
The cost basis of property under development includes the cost of land plus the costs of credit used 
to finance the construction, direct incremental planning and development costs and brokerage fees 
for rental agreements. 
 
The Group determines the fair value of investment property on the basis of a valuation by outside 
independent valuators who are experts in the valuation of property and have the appropriate 
expertise experience as well on the valuation of internal expert valuators.  

 
P. Fixed assets 
 

Items of fixed assets are measured at cost with the addition of direct acquisition costs, less 
accumulated depreciation and impairment losses and excluding day-to-day servicing expenses. Cost 
includes spare parts and auxiliary equipment that can be used only in connection with the machinery 
and equipment. 
 
The cost of self-constructed assets includes the cost of materials, direct labor and borrowing costs 
as well as any costs directly attributable to bringing the asset to the location and condition necessary 
for it to be capable of operating in the manner intended by management, and the present value of 
the expected cost item for decommissioning and restoring the site on which they are located (see 
below). 
 
Depreciation is calculated on a straight-line basis over the useful life of the assets at annual rates as 
follows:  
 

  %  Primarily % 

     

Buildings   2-10  4 

Machines, facilities and equipment  2-15  5 

Vehicles  15-20   

Computers, furniture, and office equipment  6-33   

Works of art  Without depreciation 

Leasehold improvements 

 

Over the shorter of the lease term, including the extension 
option held by the Group and intended to be exercised, and the 
expected life of the improvement. 

 
The cost of an item of fixed assets includes the initial estimate of the cost of decommissioning and 
removing the item and restoring the site on which it is located. The liability is first measured at its 
present value and changes in the liabilities deriving from passage of time are recognized profit or 
loss. The residual value and the useful life of each asset are reviewed at least at each year-end and 
changes are accounted for prospectively as a change in an accounting estimate. For further 
information about impairment of fixed assets, see section S below. 
 
Depreciation of an asset ceases at the earlier of the date that the asset is classified as held for sale 
and the date that the asset is derecognized.  
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
Q. Borrowing costs for qualifying assets 
 

A qualifying asset is an asset that necessarily takes a substantial period of time to get ready for its 
intended use or sale and includes fixed assets and inventories. 
 
The capitalization of borrowing costs commences when the activities to prepare the qualifying asset 
are in progress and ceases when substantially all the activities to prepare the qualifying asset for its 
intended use or sale are complete. 
The amount of borrowing costs capitalized in the reporting period do not exceed over the borrowing 
costs that have been incurred in the reported period. 
 

R. Intangible assets 
 

Separately acquired intangible assets are measured on initial recognition at cost with the addition of 
costs directly attributable to the acquisition. Intangible assets acquired in a business combination are 
included at the fair value at the acquisition date. After initial recognition, intangible assets are carried 
at their cost less any accumulated amortization and any accumulated impairment losses. 
Expenditures relating to internally generated intangible assets, excluding capitalized development 
costs, are recognized in the statement of income when incurred. 
 
According to management's assessment, intangible assets have a finite useful life. The assets are 
amortized over their useful life using the straight-line method and reviewed for impairment whenever 
there is an indication that the intangible asset may be impaired. The amortization period and the 
amortization method for an intangible asset with a finite useful life are reviewed at least once a year. 
 
The length of the useful life of the intangible assets is as follows: 
 

  Years 
   
Marketing rights and customer relations  10-12 

Software  10-33 

Brands and trademarks  3-20 

Non-competition agreements  5-20 

 
Intangible assets with indefinite useful lives are not systematically amortized and are tested for 
impairment annually or whenever there is an indication that the intangible asset may be impaired. 
See also section S. The useful life of these assets is reviewed annually to determine whether their 
indefinite life assessment continues to be supportable.  
 

S. Impairment of non-financial assets 
 

The Group evaluates the need to record an impairment of the carrying amount of non-financial 
assets whenever events or changes in circumstances indicate that the carrying amount is not 
recoverable. When the carrying amount of non-financial assets exceeds their recoverable amount, 
the assets are reduced to their recoverable amount. The recoverable amount is the higher of fair 
value less costs of disposal and value in use. When measuring value in use, the expected future 
cash flows are discounted using a pre-tax discount rate that reflects the risks specific to the asset. 
The recoverable amount of an asset that does not generate independent cash flows is determined 
for the cash-generating unit to which the asset belongs. Impairment losses are recognized in profit or 
loss. 
 
An impairment loss of an asset, other than goodwill, is reversed only if there have been changes in 
the estimates used to determine the asset's recoverable amount since the last impairment loss was 
recognized. Reversal of the loss is limited to the lower of the amount of previously recognized 
impairment of the asset (net of depreciation or amortization) or the recoverable amount of the asset. 
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NOTE 2 – Significant Accounting Policies (Contd.) 
 
S. Impairment of non-financial assets (contd.) 

 
When assessing the impairment of gas stations operated by a subsidiary in Israel, these 
stations are considered as a single cash generating unit, among others, due to the 
common customer base and the business inter-dependency of the various stations. 
Nevertheless, in cases where the subsidiary's management is of the opinion that certain 
stations do not contribute to the chain of gas stations, each of these stations is 
considered as a separate cash generating unit.  
 
To assess impairment of oil and gas assets, the Group’s assets in a number of reservoirs 
are grouped into one cash generating unit, in cases where there is dependence on 
positive cash flows arising from the reservoirs or there is joint use of infrastructure. 
 
The following criteria are applied in assessing impairment of these specific assets: 
 
1) Goodwill 

 
The Group reviews goodwill impairment once a year or more frequently if events or 
changes in circumstances indicate that there is impairment. 

 
Impairment is recognized for goodwill by assessing the recoverable amount of the 
cash-generating unit (or group of cash-generating units) to which the goodwill 
belongs. An impairment loss is recognized if the recoverable amount of the cash-
generating unit (or group of cash-generating units) to which goodwill has been 
allocated is less than the carrying amount of the cash-generating unit (or group of 
cash-generating units). Impairment losses recognized for goodwill cannot be 
reversed in subsequent periods. 
 

2) Investees accounted for using the equity method 
 

After implementing the equity accounting method, the Group assesses whether it is 
necessary to recognize further loss for impairment of the investment in associates. 
At each balance sheet date, the Group assesses whether there is objective 
evidence that the investment in an associate has been impaired. Impairment is 
assessed for the entire investment, including goodwill attributable to the associate. 
Impairment loss, as above, is not allocated specifically to goodwill that forms part of 
the investment and, accordingly, any reversal of that impairment loss is recognized 
to the extent that the recoverable amount of the investment subsequently 
increases.  

 
3)  Intangible assets with indefinite useful life 
 

The Group assesses goodwill for impairment annually, or more frequently if events 
or changes in circumstances indicate impairment. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
T. Results of oil and gas exploration and development and investments in proved reserves 
 

1. Expenses in the exploration and appraisal stage 
 

Oil and gas investments and exploration are accounted for using the successful effort method, 
according to which: 
 
A)  Expenses for participation in geological and seismic tests and surveys, which are used to 

form a conclusion regarding the continuation of the exploration plan, are recognized in 
profit or loss as incurred. 

 
B)  Investments in oil and gas drillings that are in the drilling stage for reservoirs that are not 

yet proven to produce oil or gas or that are yet to be classified as being non-commercial, 
are recognized as exploration and appraisal assets in the balance sheet at cost under 
investment in oil and gas assets. 

 
C)  Investments in oil and gas drillings, for reservoirs proved to be dry and were abandoned, or 

that were classified as non-commercial, are written off from exploration and appraisal 
assets in the statement of income. 

 
D)  Investments for reservoirs that have technical feasibility and commercial viability of oil or 

gas production (which are being appraised in a range of events and circumstances, mainly 
approval from the Commissioner of Petroleum Affairs that the reservoir is a commercial 
discovery and/or obtaining a lease from the Commissioner in the license area), are 
classified as oil and gas assets, reclassified from exploration and appraisal assets to oil 
and gas assets.  

 
2. Oil and gas assets 
 

The oil and gas assets item in the balance sheet includes costs accumulated for the Group's 
proven oil and gas assets. These costs, which include mainly costs for acquisition of rights 
(mainly in offshore areas), exploration drillings, engineering planning, development drilling, 
acquisition and establishment of production facilities and pipelines for the delivery of the oil the 
gas to the point onshore, and onshore and the estimated costs for disposing of the assets (see 
section 5 below). The costs in this section are amortized to the statement of income according 
to the units of production method, based on the actual production volume in the period 
compared to the total proved and probable reserves (P2), as appraised by an external expert. 
When calculating the amortization of oil and gas assets on the basis of P2 reserves, the Group 
takes into account the future amount (in undiscounted values) of the investments required to 
produce the same amounts. This amount is also estimated on the basis of an external expert 
opinion.  
 

3. Assessment of impairment of exploration and appraisal assets and oil and gas assets 
 

Oil and gas exploration and appraisal assets are tested for impairment when the facts and 
circumstances indicate that the carrying amount of the exploration and appraisal asset and the 
oil and gas asset exceeds its recoverable amount in accordance with IFRS 6 and IAS 36 (see 
section S above). 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
T. Results of oil and gas exploration and development and investments in proved reserves 

(contd.) 
 

4. Farm-out agreements in the exploration and appraisal stages 
 

In farm-out arrangements, the farmee transfers all the risks and rewards to the farmor for the 
transferred part in exchange for the farmor's undertaking to finance certain costs.  
 
A)  Farm-out agreements  

 
Farm-out is the transfer of part of the rights in an oil and/or gas field in consideration for an 
agreement by the transferee (the Farmee") to meet, absolutely, certain expenses that 
would otherwise have to be undertaken by the owner ("the Farmor"). 

 
The Farmor accounts for the farm-out arrangement as follows: 

 
(1)  The Farmor does not record any expense made by the Farmee on its behalf. 

(2)  The Farmor will derecognize the part of the oil and gas rights sold to the Farmee. 

(3)  The Farmor recognizes the farm-out arrangement in the statement of income in the 
amount of the difference between the consideration received or due and the carrying 
amount of the derecognized rights. 

 
B)  Farm-in agreements 

 
Farm-in is the acquisition of part of the right in an oil and/or gas field in consideration for an 
agreement with the Farmor to sell part of the rights to the Farmee. In farm-in transactions 
where the acquired business does not constitute a business, the accounting treatment is as 
follows: 
As the costs are incurred, the Farmee recognizes the expense or asset, as the case may 
be, for its share in the oil and gas assets and for the Farmor's remaining rights, in 
compliance with the accounting policy for exploration and appraisal assets. 

 
The Farmee accounts for the farm-out arrangement as follows: 

 
(1)  The Farmee recognizes its share in the expenses in accordance with the farm-out 

agreement, including expenses arising from the part that the Farmor imposed on the 
Farmee under the farm-out agreement. 

(2)  The Farmor recognizes expenses in accordance with the farm-out agreement in the 
same way that it accounts for exploration and appraisal costs that it bears directly. 

 
Expenses entailed in the purchase of rights to licenses, titles and preliminary permits for oil 
and gas drilling, including increasing the Group's share in joint ventures, are accounted for 
as aforesaid. 
 
The surplus cost from a business combination or acquisition of companies, partnerships 
and joint ventures that own such reserves, is allocated to investment in oil and gas 
reservoirs and amortized as described above. The surplus cost from licenses before start 
of production is not systematically amortized. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
T. Results of oil and gas exploration and development and investments in proved reserves 

(contd.) 
 

5. Measuring an asset and obligation to dispose of assets 
 

The Group recognized for the first time a liability together with an asset (which is amortized 
according to the depletion method described above) for its share in the obligation to dispose of 
assets, mainly the production platform at the end of its use for plugging the wells. The liability 
was first measured at present value and the expenses arising from the passage of time are 
recognized in the statement of income. Changes in timing and in the amount of economic 
resources that are required for disposal of the obligation and changes in the discount rate are 
added or deducted from the asset in the current period together with a change in the liability. 
 

6. Oil profits tax under the Taxation of Profits from Natural Resources Law, 2011 is accounted for 
in accordance with IFRIC 21, Levies, according to which the expense for the levy is recognized 
on the date on which the obligation to pay arises.  

 
U. Taxes on income 
 

The tax results for current or deferred taxes are recognized in the statement of income except to the 
extent that the tax arises from items which are recognized directly in equity or in other comprehensive 
income 
 
1. Current taxes 

 
The current tax liability is measured using the tax rates and tax laws that have been enacted or 
substantively enacted by the balance sheet date as well as adjustments required in connection 
with the tax liability for previous years. 
 

2. Deferred taxes 
 
Deferred taxes are computed for temporary differences between the carrying amounts in the 
financial statements and the amounts attributed for tax purposes, with a limited number of 
exceptions. Deferred tax balances are calculated according to the tax rate that is expected to 
apply to equity at the reversal date, based on tax laws that have been enacted or substantively 
enacted by the balance sheet date.  
 
At each reporting date, deferred tax assets are assessed in accordance with their expected use. 
Carryforward losses and deductible temporary differences for which deferred tax assets were 
not recognized are tested at each balance sheet date and the relevant deferred tax asset is 
recognized if it is expected to be utilized. 
 
The calculation of deferred taxes does not take into account the taxes that would be applicable 
in the case of disposal of investments in investees, provided that the sale of these investments 
is not likely in the foreseeable future. Also, deferred taxes that would apply in the event of 
distribution of earnings by investees as dividends have not been taken into account in 
computing deferred taxes, since the distribution of dividends does not involve an additional tax 
liability or since it is the subsidiary's policy not to initiate distribution of dividends that triggers an 
additional tax liability. 
 
In the event of sale of shares of a subsidiary, the tax effects arising from net profits or losses 
accrued up to the date of sale for the exercised shares are recognized in the statement of 
income or other comprehensive income, as relevant, while the effect of tax for the difference 
between the consideration received and the balance of the investment in the exercised shares 
immediately before the sale is recognized directly in equity. 
 
Deferred taxes are offset in the statement of financial position if there is a legally enforceable 
right to offset a current tax asset against a current tax liability and the deferred taxes relate to 
the same taxpayer and the same taxation authority. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
V. Share-based payments 

 
The Company's employees are entitled to remuneration in the form of share-based payment 
transactions as consideration for equity instruments (“Equity-settled Transactions”) and to cash-
settled benefits based on the increase in the Company's share price (“Cash-settled Transactions”). 
 
Equity-settled Transactions 
 
The cost of Equity-settled Transactions with employees is measured at the fair value of the equity 
instruments granted at grant date. The fair value is determined using a standard pricing model. As 
for other service providers, transaction costs are measured at the fair value of the goods or services 
received in return for the equity instruments.  
 
The cost of Equity-settled Transactions is recognized in profit or loss, together with a corresponding 
increase in equity, during the period which the performance and/or service conditions are to be 
satisfied, ending on the date on which the relevant employees become fully entitled to the award.  
 
If the Group modifies the conditions on which equity-instruments were granted, an additional 
expense is recognized for any modification that increases the total fair value of the share-based 
payment arrangement or is otherwise beneficial to the employee at the modification date. 
 
Cash-settled Transactions 
 
The cost of Cash-settled Transactions is measured at fair value on the grant date using a standard 
pricing model. The fair value is recognized as an expense over the vesting period and a 
corresponding liability is recognized. The liability is remeasured at each reporting date until settled at 
fair value with any changes in fair value recognized in the profit or loss. 
Benefits that include the right of the employee or service provider to sell back to the Company or to 
the Group companies its shares are accounted for as Cash-settled Transactions. 

 
W. Liabilities for employee benefits  
 

The Group has several employee benefit plans: 
 
1. Short-term employee benefits 
 

Short-term employee benefits are benefits which are expected to be fully paid up to 12 months 
after the end of the annual reporting period in which employees provide the services. A liability 
for a cash bonus or a profit-sharing plan is recognized when the Group has a legal or 
constructive obligation to make such payment as a result of past service rendered by an 
employee and a reliable estimate of the amount can be made. 
 

2. Post-employment benefits  
 

The Group has defined contribution plans pursuant to Section 14 to the Severance Pay Law in 
Israel, under which the Group pays fixed contributions and will have no legal or constructive 
obligation to pay further contributions if the fund does not hold sufficient amounts to pay all 
employee benefits relating to employee service in the current and certain periods. 
 
Contributions to the defined contribution plan for severance pay or compensation are 
recognized as an expense when contributed simultaneously with receiving the employee's 
services. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
W. Liabilities for employee benefits (contd.) 
 

2. Post-employment benefits (contd.) 
 

In addition, the Group has a defined benefit plan for severance pay under the Severance Pay 
Law. According to the Law, employees are entitled to severance pay upon dismissal or 
retirement. The liability for severance pay is measured on the basis of the actuarial value of the 
projected credit unit. The actuarial assumptions include future salary increases and rates of 
employee turnover based on the estimated timing of payment. The amounts are based on 
discounted expected future cash flows using the interest rate based on the yield at the reporting 
date on CPI-linked high-quality corporate debentures with maturity dates approximating the 
period for the Group's obligation for severance compensation.  
 
The Company makes current deposits for its liability to pay compensation to some of its 
employees in pension funds and insurance companies ("the Plan Assets"). 
 

X. Revenue recognition 
 

On January 1, 2018, the Company applied IFRS 15, Revenue from Customer Contracts (“IFRS 15”) 
for the first time. The Company elected to apply the standard retrospectively with expedients and 
without a restatement of comparative data.  
The accounting policy applied as from January 1, 2018 for recognition of income is as follows: 
 
1)  Revenue recognition 

 
Revenue from contracts with customers is recognized in the statement of income when control 
of the asset or service is transferred to the customer. The price of the transaction is the amount 
of the consideration expected to be received in accordance with the terms of the contract, less 
the amounts collected for third parties (such as taxes). 
 
In determining the amount of revenue from contracts with customers, the Group assesses 
whether it acts as a principal or as an agent in the contract. The Group is a principal when it 
controls the promised goods or services to the customer. In such cases, the Group recognizes 
revenue in the gross amount of the consideration. In cases where the Group acts as an agent, 
the Group recognizes revenue on a net basis, net of the amounts due to the principal. 
 

2)  Revenue from the sale of goods 
 
Revenue from the sale of goods is recognized in the statement of income at a point in time 
when the goods sold are transfered to the customer. Generally, control is transferred when the 
goods are delivered to the customer.  
 

3)  Revenue from production of fuels, storage, and charter of tankers 
 
Revenue from such services is recognized over time, over the period in which the customer 
receives and consumes the benefits provided by the Group's performance. The revenue is 
recognized in the reporting periods in which the services are provided.  
 

4)  Revenues from the rendering of services (including management fees) 
  

Revenue from services rendered is recognized over time, over the period in which the customer 
receives and consumes the benefits provided by the Group's performance. The Group charges 
its customers in accordance with the payment terms in specific agreements. Payments may be 
made before or after the services are rendered, and accordingly the Group recognizes an asset 
or liability for the contract with the customer.  
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
X. Recognition of income (contd.) 
 

5)  Revenue from royalties 
 
Revenue from royalties for gas and oil assets is recognized on an accrual basis, in accordance 
with the nature of the agreement and its terms. 
 

6)  Revenue from oil and gas sales 
 
Revenue from the sale of oil and gas is recognized in profit or loss at a point in time when 
control is transferred to the customer. Control is generally transferred when ownership of the oil 
or gas is transferred to the customer. 
The Group charges its customers in accordance with the payment terms in specific agreements. 
Payments may be made before or after control is transferred, and accordingly the Group 
recognizes an asset or liability for the contract with the customer. 
 

7)  Variable consideration 
 
The Group determines the transaction price separately for each contract with a customer. When 
applying such judgment, the Group estimates the effect of each variable consideration in the 
contract, taking into account discounts, penalties, variations, claims and non-cash 
consideration. In determining the effect of the variable consideration, the Group generally uses 
the most likely amount method set out in IFRS 15, according to which the transaction price is 
based on the single most likely amount in a range of possible amounts of consideration in the 
contract. The Group includes amounts of variable consideration only if it is highly probable that 
a significant reversal in the amount of the revenue recognized will not occur when the 
uncertainty associated with the variable consideration is subsequently resolved. 
 

8)  Credit transactions 
 
For some transactions, the Group grants the customer payment terms extending over more than 
one year. In such cases, the Group recognizes revenue according to the amount reflecting the 
price the customer would have paid in cash on the date the goods or services are received and 
the balance is recognized in finance income. 
 
The Group elected to apply the optional expedient in the standard of not separating the credit 
component in transactions with credit terms that are less than one year and recognizing 
revenue according to the consideration determined in the agreement, even if the customer paid 
for the goods or services before or after they are received. 
 

9) Income from insurance business (refers to the discontinued operations of The Phoenix) 
 
(A)  Premiums 
 

1. Premiums in life insurance and health insurance, including savings premiums and with 
the exception of intakes for investment contracts, are recognized as revenue when the 
Group is entitled to receive such premiums. 
Cancellations are recorded when the notification is received from the policyholder or 
when initiated by The Phoenix due to arrears in payments, subject to legal provisions. 
The policyholder's participation in profits is deducted from the premium.  

 
2. General insurance premiums are accounted for as income based on monthly reports. 

Insurance premiums usually refer to an insurance period of one year. Gross income 
from premiums and changes in unearned premium are accounted for under earned 
premiums, gross. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
X. Recognition of income (contd.) 
 

9) Income from insurance business (refers to the discontinued operations of The Phoenix) 
(contd.) 
 
(A)  Premiums (contd.) 
 

(2)  (contd.): 
 

In the motor act branch of insurance in Israel, the insurance comes into effect only 
after payment of the insurance premium, therefore the premium is accounted for on 
the date of payment. 
Insurance premiums for policies that come into effect after the balance sheet date or 
premiums for policies for a period exceeding one year are recorded as a prepaid 
income. 
Any law and with the deduction of the participation of the policy holders in profits, 
based on the valid agreements. 
 
Some of the premiums in Israel, primarily in the motor casco and comprehensive 
residential branches, include automatic renewals of policies due for renewal. 
The income included in the financial statements is after cancellations requested by 
policyholders and net of cancellations and provisions due to non-payment of the 
premiums, subject to the regulations. 
 

(B)  Management fees and commissions 
 

1. Management fees for performance-based insurance contracts 
 
Management fees include the following components: 
For policies sold as at 1 January 2004 – fixed management fees only 
For policies sold up to December 31, 2003 – fixed and variable management fees 
 
 The management fees are computed in accordance with the Commissioner's 
directives on the basis of the yield and the accumulated saving of the policyholders in 
the profit-participating portfolio. 
 
The fixed management fees are computed at fixed percentages of the accumulated 
saving and are recorded on a cumulative basis.  
 
The variable management fees are computed as a percentage of the annual real profit 
(from January 1 to December 31) attributed to the policy, less the fixed management 
fees collected from that policy. Only positive variable management fees can be 
collected, net of negative amounts accumulated in the preceding years. 
During each period, the variable management fees are recorded on an accrual basis 
in accordance with the real monthly yield if it is positive. In months when the real yield 
is negative, the variable management fees are reduced to the amount of the 
aggregate variable management fees collected since the beginning of the year. 
Negative yield for which a reduction of the management fees was not made during a 
current year, will be deducted for the purpose of computing the management fees 
from the positive yield in the subsequent year. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
X. Recognition of income (contd.) 
 

9) Income from insurance business (refers to the discontinued operations of The Phoenix) 
(contd.) 
 
(B)  Management fees and commissions (contd.) 
 

2. Management fees of non-insurance subsidiaries 
 

Income from the management of pension funds and provident funds is recognized on 
the basis of the balances of the managed assets and on the basis of the receipts from 
the members. 
 
Income from the management of mutual funds and income from the management of 
customer portfolios are recognized on the basis of the managed asset balance. 
 
Income from general insurance commission in insurance agencies is recognized as 
incurred. 
 
Income from life insurance commissions are recognized on the basis of the date of 
entitlement for payment of the commissions according to agreements with the 
insurance companies, net of provisions for refunds of commissions due to expected 
cancellations of insurance policies. 

 
3. Net investment income (losses) and other finance income 
 

Interest income is recognized as it accrues using the effective interest method.  

Revenues from dividends from investments not accounted for using the equity method 
are recognized when the right to receive the dividend is established. 

Investment income includes the profits or losses realized for available-for-sale 
financial assets. Profits or losses from the disposal of investments are calculated as 
the difference between the proceeds from the sale, net, and the initial or amortized 
cost and are recognized at the time of the sale. 
 

Investment income includes profits or losses from revaluation of financial assets measured 
at fair value through profit or loss. 

 
(C)  Recognition of revenues from underwriting and distribution and from brokerage fees 

 
1. Revenues from underwriting and distribution - revenues from commission for 

underwriting and distribution are recognized when the issuance and distribution is 
carried out, after fulfillment of the terms in the agreement with the Group and/or issuer. 

 
2. Revenues from brokerage fees - revenues from commissions relating to transactions 

in securities are recognized on completion of the transactions. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
Y. Price reductions from suppliers 
 

Discounts are deducted from cost of purchase when the conditions entitling to those discounts are 
satisfied. The portion of the discounts relating to that portion of the purchases added to closing 
inventories is attributed to inventories and the balance reduces the cost of sales. 
 
Supplier discounts received at the end of the year and for which the Group is not obligated to comply 
with certain targets, are recognized in the financial statements proportionately as the purchases 
entitling the Group to the discounts. 
 
Supplier discounts for which the Group is required to meet certain targets are recognized in the 
financial statements in proportion to the purchases made by the Group during the year that qualify 
for the target, provided that it is expected that the targets will be achieved and the amount of the 
discount can be reasonably estimated. 

 
Z. Earnings (loss) per share 
 

Earnings (loss) per share are calculated by dividing the net profit (loss) attributable to shareholders 
of the Company by the weighted number of ordinary shares outstanding during the period.. 
 
Basic earnings per share only include shares that were actually outstanding during the period. 
 
Potential ordinary shares are only included in the computation of diluted earnings per share when 
their conversion decreases earnings per share from continuing operations. Further, potential ordinary 
shares that are converted during the period are included in diluted earnings per share only until the 
conversion date and from that date in basic earnings per share. The Company's share of earnings of 
investees is based on the earnings per share of the investees multiplied by the number of shares 
held by the Group. 

 
AA. Provisions 
 

A provision in accordance with IAS 37 is recognized when the Group has a present obligation (legal 
or constructive) as a result of a past event, it is probable that an outflow of resources embodying 
economic benefits will be required to settle the obligation and a reliable estimate can be made of the 
amount of the obligation. If the effect is material, the provisions are measured at their present value.  
 
1. Environmental quality 
 

The Group's financial statements include a provision for expected expenses related to 
decontamination and remediation of environmental hazards. The provision is recorded when the 
management believes that it is probable that the Company will be required to pay the costs and 
the amount of can be reasonably estimated. Environmental liabilities represent an estimate of 
the costs arising from examination and remediation of the contaminations created. 
 
The management's assessment is based on internal and external estimates of the 
contaminations and the existing relevant remediation technology, and a review of applicable 
environmental regulations. Environmental liabilities accrue mostly no later than upon completion 
of the remedial review. The provision for these liabilities is adjusted as additional information is 
obtained or the circumstances change. The costs of purchasing the equipment required for the 
current remediation of environmental hazards are recorded as fixed assets. 

 
2. Legal claims 
 

A provision for claims is recognized if, as a result of a past event, the Group has a present legal 
or constructive obligation and it is more likely than not that the Group will require its economic 
resources to settle the obligation, and the amount of the obligation can be estimated reliably. 
When assessing the need for recognition and measurement of the provisions, Group companies 
are assisted by legal counsels. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
BB. Advertising expenses 
 

Advertising expenses are recognized in profit or loss as incurred. 
 

CC. Non-current assets or a disposal group held for sale and discontinued operations 
 

Non-currents assets or a disposal group are classified as held for sale if their carrying amount will be 
recovered principally through a sale transaction rather than through continuing use. These assets 
are not depreciated and are presented separately in the balance sheet, at the lower of their carrying 
amount and fair value less costs to sell. If the carrying amount is higher than the fair value less costs 
to sell, an impairment loss is recognized for the assets (or disposal group) to the extent of the 
difference. At the same time, liabilities associated with these assets are presented separately in the 
balance sheet, in a similar manner.  
 
When the parent decides to sell part of its interest in a subsidiary so that after the sale the parent 
retains a non-controlling interest, all the assets and liabilities attributed to the subsidiary are 
classified as held for sale and the relevant provisions of IFRS 5 are applicable, including 
presentation as discontinued operations. 
 
A discontinued operation is an operation that either has been disposed of or is classified as held for 
sale and represents a separate major line of business or geographical area of operations. The 
operating results of an operation that was discontinued or disposed of for all reporting periods 
(including comparative figures) are presented separately under profit (loss) from discontinued 
operations.   
 

DD. Insurance contracts (refers to the discontinued operations of The Phoenix) 
 

IFRS 4, Insurance Contracts allows the insurer to continue with the same accounting policy that was 
in effect prior to the transition date to IFRS for insurance contracts that it issues (including related 
acquisition costs and related intangible assets) and the reinsurance contracts that it acquires 
 
Summary of the accounting policy for insurance contracts: 
 
1)  Life insurance and long-term saving 

 

A)  Recognition of revenue – see section Z above. 
 
B)  Liabilities for life insurance contracts 
 

Liabilities for life insurance contracts in Israel are calculated according to the 
Commissioner's directives (regulations and circulars), generally accepted accounting 
principles and standard actuarial methods. The liabilities are calculated according to the 
relevant coverage data, such as the age of the policyholder, number of years of coverage, 
type of insurance and sum of insurance.  

 
Liabilities for life insurance contracts are determined on the basis of actuarial assessments 
performed by the chief actuary at The Phoenix Insurance Ltd. ("The Phoenix Insurance"), 
Daniel Sharon. The share of reinsurers in liabilities for life insurance contracts is based on 
the terms of the relevant contracts.  

 
Liabilities for CPI-linked life insurance contracts and CPI-linked investments used to cover 
these liabilities were included in the financial statements according to the most recently 
published CPI prior to the balance sheet date, including liabilities for life insurance 
contracts for policies with semi-annual linkage.  
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
DD. Insurance contracts (refers to the discontinued operations of The Phoenix) (contd.) 
 

1)  Life insurance and long-term saving (contd.) 
 

(C)  Directives of the Commissioner regarding liabilities for annuities 

 
Circulars issued by the Commissioner, regarding the calculation of the liabilities for 
annuities in life insurance policies provide directives on how to calculate the provisions as a 
result of the improvement in life expectancy that requires monitoring the adequacy of the 
liabilities for life insurance contracts that permit the receipt of an annuity, and their 
appropriate supplementation. 

 
D)  Deferred acquisition costs: 

 
1. Deferred acquisition costs ("DAC") for life insurance policies sold as from January 1, 

1999 include commission for agent and acquisition supervisors and general and 
administrative expenses related to the acquisition of new policies. DAC is amortized at 
equal annual rates over the policy period but not over more than 15 years. DAC for 
cancelled or settled policies are written off at the cancellation or settlement date. 

 
2. The actuary of The Phoenix assesses the recoverability of the DAC every year. This 

assessment verifies that the liabilities for insurance policies, net of DAC is sufficient, 
and that the policies are expected to generate future income to cover amortization of 
DAC and the insurance liabilities, operating expenses and commissions for those 
policies  
The assumptions used in this assessment, including assumptions regarding 
cancellations, operating expenses, yield on assets, mortality and illness rates, are 
determined by the Company's actuaries every year on the basis of past experience 
and relevant current surveys. 

 
3. Commissions to agents and acquisition supervisors and pension agents) that are paid 

for acquisition of pension contracts for asset management (pension and provident 
funds) are recognized as deferred acquisition costs (DAC) if they are separately 
identifiable and reliably measured and if their refund is expected through expected 
management fees. DAC is amortized at equal annual rates over 10 years. 

 
E)  Liability adequacy testing for life insurance contracts 
 

The Group tests for reserve adequacy. If the test indicates that the premiums received are 
insufficient to cover the expected claims, less insurance reserves at the calculation date, a 
special provision is recorded for the deficiency. Individual policies and collective policies 
are tested separately. Collective policies are tested on the single collective level. 

 
The assumptions used in these tests include assumptions regarding cancellations, 
operating expenses, yield from assets, mortality and illness rates, and are determined by 
the actuary every year on the basis of past experience and other relevant surveys.  

 
F)  Outstanding claims 

 
Outstanding claims, net of the reinsurers’ share therein, are computed on an individual 
case basis, according to the valuation of The Phoenix Insurance experts, based on the 
notifications regarding the insurance events and the sums insured. 
 
The provisions for pension payments, annuities, long lasting payment claims for disability 
insurance, the direct and indirect expenses deriving from them, as well as the provisions 
for incurred but not yet reported claims (IBNR) are included under the liabilities for 
insurance contracts and investment contracts. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
DD. Insurance contracts (refers to the discontinued operations of The Phoenix) (contd.) 
 

1)  Life insurance and long-term saving (contd.) 
 

G)  Investment contracts 
 

Intakes for investment contracts are not included in the item of earned premiums but are 
directly recorded under liabilities for insurance and investment contracts. Surrenders and 
maturities of these contracts are not included in the statement of income but are deducted 
directly from liabilities for insurance contracts and investment contracts. 
 
For these contracts, investment revenue, management fees collected from the 
policyholders, change in liabilities and payments for insurance contracts for the share of 
the policyholders in investment revenue, commissions to agents, and general and 
administrative expenses are recognized in the statement of income. 

 
H)  Provision for participation in earnings of policyholders in group insurance 

 
The provision is included under other payables. In addition, the change in the provision is 
offset by income from the premium. 
 

2)  General insurance 
 

A)  Recognition of income – see section Z above. 

 
B)  Payments and changes in liabilities for insurance contracts, gross and residual, include 

settlement and direct handling costs of claims paid and indirect expenses to settle 
outstanding claims that occurred in the reported year, as well as an adjustment of the 
provision for outstanding claims (including a provision for direct and indirect costs for 
handling claims) recorded in previous years. 

 
C)  Liabilities for insurance contracts and deferred acquisition costs 

 
The insurance reserves and outstanding claims included in liabilities for insurance 
contracts, and the reinsurers’ share in the reserve and in the outstanding claims under 
reinsurance assets, are computed in accordance with the Control of Financial Services 
Regulations (Insurance) (Calculation of General Insurance Reserves), 2013 ("the 
Calculation of Reserves Regulations), the Commissioner's directives, and standard 
actuarial methods for computing outstanding claims, which are applied according to the 
chief actuaries’ discretion. 

 
(D)  Liabilities for insurance contracts are composed of insurance reserves and outstanding 

claims, as follows: 
 
1. The unearned premium reserve reflects the insurance premium for the insurance 

period subsequent to the balance sheet date and is calculated on a daily basis.  
 
2. Provision for premium deficiency The provision is recognized if the unearned premium 

(less deferred acquisition costs) does not cover the expected cost for insurance 
contracts. In the motor property, comprehensive housing, and business branches, the 
provision is based on a model in the Calculation of Reserves Regulations.  
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
DD. Insurance contracts (refers to the discontinued operations of The Phoenix) (contd.) 
 

2)  General insurance (contd.) 
 

D) (contd.) 
 

3. Insurance reserves and outstanding claims are computed according to the methods 
set out below: 

 
3.1  Outstanding claims and the reinsurers’ share therein are included on the basis 

of an actuarial valuation, except for the branches detailed in section 3.2 below. 
Indirect expenses to settle claims are included on the basis of an actuarial 
valuation.  
 

3.2  Insurance for marine hull, aircraft including third-party liability, incoming 
business and other risks, for which the actuary determines that an actuarial 
model cannot be applied, due to the absence of statistical significant, included 
the outstanding claims based on a separate evaluation for each claim according 
to an opinion received from attorneys and experts of The Phoenix Insurance 
that handle claims according to the reports of ceding companies for incoming 
business, with the addition of IBNR if necessary. The evaluations include a 
suitable provision for settlement and handling expenses not yet paid at the date 
of the financial statement 

 
3.3.  Excess of income over expenses 

 
For businesses with long tail claims (branches in which it could be several years 
before the claim is settled), such as the liability and motor act branches, up to 
December 31, 2015, excess of income over expenses is calculated on a tri-
annual aggregate basis ("the Excess"). 
 
The Excess is calculated in accordance with the Reserve Calculation 
Regulations and the Commissioner's directives, based on revenue from 
premiums less claims and acquisition costs (up to a limit determined by the 
Commissioner as a percentage of the premium), plus revenue from investments 
calculated at an annual rate of 3% (independent of actual return on the 
investments), less the share of reinsurers, according to insurance branch and 
underwriting year. The Excess accumulated until its release, from the beginning 
of the insurance period, net of the unearned premium reserve, net of deferred 
acquisition costs, and net of outstanding claims as described above aforesaid, 
is included in liabilities for the insurance contracts up to December 31, 2015. If 
the actuary estimates that any underwriting year will end in a loss, the loss is 
recognized in the statement of income in that same year. 
For information about cancellation of the excess, see section 3.6. 

 
3.4  Claims recoveries and salvage are taken into consideration in the data-base by 

which the actuarial valuations of the outstanding claims are calculated.  
 

3.5  The Phoenix Insurance believes that the outstanding claims are appropriate, 
given that the outstanding claims are calculated mainly on an actuarial basis 
and their balance includes appropriate provisions required for IBNR. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
DD. Insurance contracts (refers to the discontinued operations of The Phoenix) (contd.) 
 

2)  General insurance (contd.) 
 

E)  Deferred acquisition costs in general insurance include fees for agents and general and 
administrative expenses for acquisition of polices, referring to unearned insurance 
premiums. The acquisition costs are calculated for each branch separately, on the basis of 
the actual rates of expenses or according to standard rates, as a percentage of the 
unearned premium, at the lower of the two.  

 
F)  Business that is received from the Israeli pool for motor vehicle property insurance of the 

Association of Insurance Companies in Israel (the Pool), from other insurance companies 
(including co-insurance and incoming business from abroad) and from underwriting 
agencies, is reported according to the accounts received up to the balance sheet date with 
the addition of the relevant provisions, based on the insurance subsidiaries’ rate of 
participation in them. 

 
3)  Healthcare insurance 

 
A.  Recognition of income – see section Z above. 
 
B.  Liabilities for health insurance contracts 

 
Liabilities for health insurance contracts in Israel are computed according to the 
Commissioner's directives (regulations and circulars), generally accepted accounting 
principles and standard actuarial methods. The liabilities are calculated according to the 
relevant coverage data, such as the age of the policyholder, number of years of coverage, 
type of insurance and sum of insurance. 

 
Health insurance liabilities and the reinsurers' share therein are determined on the basis of 
actuarial assessments.  

 
C.  Liability adequacy testing for health insurance contracts: 

 
The Group tests for reserve adequacy. If the test indicates that the premiums received are 
insufficient to cover the expected claims, less insurance reserves at the calculation date, a 
special provision is recorded for the deficiency. Individual policies and collective policies 
are tested separately. Collective policies are tested on the single collective level. 

 
The parameters and assumptions used in these tests include assumptions regarding 
cancellations, operating expenses, mortality and illness rates, which are determined by the 
actuary on the basis of past experience and other relevant surveys. For collective policies, 
tests are for reserve adequacy in accordance with experience of the collective claims.  

 
D.  Outstanding claims 

 
The provisions for long lasting payment claims with respect to long-term care insurance, 
the direct and indirect expenses deriving from them, as well as the provisions for incurred 
but not yet reported claims (IBNR) are included under the insurance reserves. 

 
E.  Provision for profit sharing of policyholders in collective insurance 

 
The provision for profit sharing of policyholders in collective insurance is included under 
other payables. In addition, the change in the provision is offset by income from the 
premium.  
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
DD. 10) Insurance contracts (refers to the discontinued operations of The Phoenix) (contd.) 
 

3)  Healthcare insurance (contd.) 
 

F)  Deferred acquisition costs 
 
1. Deferred acquisition costs ("DAC") include commission for agents and acquisition 

supervisors and general and administrative expenses related to acquisition of new 
policies. In health and hospitalization branches, policies are amortized at equal rates 
over the period of the policy, but no longer than six years, and in long-term health 
insurance branches (such as nursing and dread diseases) the policies are amortized 
over no more than 15 years. Deferred acquisition costs relating to canceled policies 
are written off on the cancellation date. (3) Commissions to acquisition supervisors 
and agents that are paid for acquisition of contracts for asset management of pension 
funds) are recognized as deferred acquisition costs (DAC) if they are separately 
identifiable and reliably measured and if their refund is expected through expected 
management fees. In the pension period, the DAC is amortized over the estimated 
period for receiving income from management fees, taking into account cancellations. 

 
2. The Company's actuary assesses the recoverability of  DAC every year. The 

assessment verifies that the liabilities for insurance policies (policies sold in 2005 and 
for which DAC is calculated), net of DAC is adequate and that the policies are 
expected to generate future income to cover DAC deduction, insurance liabilities, 
operating expenses and commissions for those policies.  

 
The assumptions used in this assessment, which include assumptions regarding cancellations, 
operating expenses, yield on assets, mortality and illness rates, are determined by the actuaries 
every year on the basis of past experience and relevant current surveys.  
 

EE. Adjustment to fair value 
 

Fair value is the price that would be received when selling an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date. 
 
Fair value measurement assumes a transaction taking place in the principal market for the asset or 
liability, or in the absence of a principal market, in the most advantageous market.  
 
The fair value of the asset or liability is based on assumptions that would have been used by market 
participants to price the asset or liability, assuming that market participants act in their economic 
interests. 
 
The Group uses valuation techniques that are appropriate to the circumstances and for which 
sufficient information is available to measure fair value, while maximizing the use of relevant 
observable data and minimizing the use of unobservable data. 
 
All assets and liabilities measured at fair value, or for which there was fair value disclosure, are 
categorized within the fair value hierarchy, based on the lowest level of the data, which is significant 
to fair value measurement of a whole: 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
FF Application of new accounting standards 
 

1. Initial application of IFRS 16, Leases  
 
In January 2016, the IASB published IFRS 16, Leases ("IFRS 16"). IFRS 16 supersedes IAS 17 
("the Old Standard"), IFRIC 4, and IFRIC 15. Under IFRS 16, a lease is a contract, or part of a 
contract, that conveys the right to use an asset for a period of time in exchange for 
consideration. 
 
IFRS 16 was applied in these financial statements for the first time. As permitted by IFRS 16, 
the Company elected to adopt IFRS 16 using the partial retrospective approach. The Company 
recognized lease liabilities at the initial application date for leases classified as operating leases 
when applying the Old Standard. The balance of the liability as at the date of initial application 
of IFRS 16 is calculated using the Company’s incremental borrowing rate at the date of initial 
application of IFRS 16 and the measurement of the right of use asset will be equal to the 
amount of the lease liability.  
 
For further information about the accounting policy applied as from the initial adoption date of 
IFRS 16, see Note 2B above. 
 
The main effect of initial application of the standard is in respect of existing leases in which the 
Company is a lessee. According to IFRS 16, as set out in Note 2L above, other than exceptions, 
the Company recognizes, for each lease in which it constitutes a lessee, a liability against a 
right-of-use asset, unlike the policy implemented under the Old Standard, according to which for 
leases that do not substantially transfer all the risks and rewards incidental to ownership of the 
leased property, the lease payments were recognized as an expense in profit or loss, on a 
straight line basis over the lease period.  
 
Following initial application of IFRS 16, on January 1, 2019, the Group recognized a right of use 
asset for leases that are in effect as at the date of initial application, in the amount of NIS 1 
billion, against recognition of a similar lease liability. The Group used an outside valuator to 
determine the nominal interest rate appropriate for discounting leases, in accordance with the 
financing risk of the companies, according to the duration of the leases and according to other 
economic variables. The incremental interest rates used to discount future lease payments 
when calculating the lease liability at the initial application date of IFRS 16 are between 3.2% 
and 5.2%.  
 
The Company elected to use a uniform discount rate for leases with similar characteristics. The 
Company elected not to recognize a lease liability and right-of use asset for a lease that has a 
term of less than 12 months at the date of initial application. These leases are accounted for as 
short-term leases.  
 

2. IFRIC 23, Uncertainty Over Income Tax Treatments 
 

In June 2017, the IASB published IFRIC 23, Uncertainty Over Income Tax Treatments (“IFRIC 
23). IFRIC 23 clarifies how to apply the recognition and measurement requirements of IAS 12, 
Income Taxes, for uncertainties in income taxes. IFRIC 23 refers to and provides guidance for 
assessing uncertainties in income taxes, assessing the position of the tax authority, measuring 
the effects of uncertainties related to income tax on the financial statements, and considering 
changes in circumstances and new information. 
 
IFRIC 23 was applied in these financial statements for the first time.  
 
Initial application of IFRIC 23 did not have a significant effect on the Group's financial 
statements. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
FF Application of new accounting standards (contd.) 
 

3. IAS 28, Investments in Associates and Joint Ventures 
 
In October 2017, the IASB published Amendment to IAS 28, Investments in Associates and 
Joint Venture (“the Amendment to IAS 28”). The Amendment to IAS 28 clarifies that for long-
term interests (such as loans receivable or an investment in preference shares) that form part of 
the entity’s net investment in the associate or joint venture, the entity will first apply the 
requirements of IFRS 9 in full (for measurement and for impairment) and then apply the 
instructions of IAS 28 with respect to the remainder of those interests. In view of the provisions 
of the Amendment to IAS 28, application of the "layer method" as reflected in Accounting 
Enforcement Decision 2-11 of the ISA, is no longer relevant. 
 
The Amendment was applied in these financial statements for the first time. The Company 
applies the Amendment to IAS 28 retrospectively without restatement of comparative figures, in 
the same way as it applies  IFRS 9.  
 
Application of the Amendment to IAS 28 did not have a material effect on the consolidated 
financial statements. 
 

GG.  Disclosure of new IFRSs in the period prior to their adoption  
 
1.  IFRS 3, Business Combinations 
 

In October 2018, the IASB issued an amendment to the definition of a business in IFRS 3, 
Business Combinations (“the Amendment”). The Amendment is intended to assist companies to 
determine whether a transaction should be accounted for as a business combination or as an 
asset acquisition.  
 
The Amendment: 

1. Clarifies that to be considered a business, an acquired set of activities and assets will 
include at least material input and processes that together have a significant contribution to 
the ability to produce outputs. 

2. Removes the assessment of whether a market participant can continue to operate an 
acquired business by replacing inputs and processes 

3. Adds guidance and examples to help companies assess whether acquired process are 
substantive 

4. Narrows the definitions of a business and outputs  
5. Introduces an optional test to determine whether it is not acquisition of a business, without 

further testing. 
 
The Amendment will be applied for business combinations and asset acquisitions for which the 
acquisition date as from the annual reporting period beginning on or after January 1, 2020.  
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (CONTD.) 
 
GG. Disclosure of new IFRS in the period prior to their adoption (contd.) 
 

2. Amendment to IFRS 9, Financial Instruments: 
 

In September 2019, the IASB issued amendments to IFRS 9, Financial Instruments; IFRS 7, 
Financial Instruments: Disclosures; and Amendment to IAS 39 – Financial Instruments: 
Recognition and Measurement ("the Amendment").  
 
In view of the global regulatory changes, many countries are considering replacing benchmark 
interest rates - the interbank offered rates (IBOR) (one of the common examples of this interest 
is the LIBOR interest set by banks in London) with a risk-free rate (RFR), which relies more on 
figures of the specific transaction. The interest reform results in uncertainty regarding the dates 
and amounts relevant to future cash flows related to both hedging instruments and to hedged 
items, based on the existing IBOR. 
 
Under the existing accounting standards according to IFRS 9 and IAS 39, for entities with 
hedging transactions, the uncertainty regarding the interest rate reform may affect both the 
entity's ability to continue to meet the effective hedging requirements for existing transactions 
and to meet the hedging requirements for future transactions. To resolve the uncertainty 
regarding the IBOR reform, the IASB issued the Amendment, in order to provide temporary 
relief for entities applying hedge accounting based on IBOR interest. The Amendment is the first 
phase of a project that will include further amendments in this context in the future.  
 
The Amendment includes relief for application of effectiveness tests and hedge accounting in 
the transition period from the IBOR to RFR. The relief assumes that the benchmark interest rate 
used as a basis for hedging remains unchanged, despite the expected interest rate reform. The 
relief will be in effect indefinitely, unless one of the events set out in the Amendment occurs. 
The Amendment also requires entities to provide specific disclosures for their use of the relief. 
The Amendment will be applied retrospectively as from the annual period beginning on or after 
January 1, 2020. Early application is permitted. 
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NOTE 3 – CASH AND CASH EQUIVALENTS 
 

  December 31 

  2019 2018 

  NIS millions 

A. Cash balances and deposits available for immediate withdrawal    

 NIS 189 77 

 Foreign currency 283 132 

  472 209 

B. Short-term deposits    

 NIS 726 741 

 Foreign currency 319 536 

  1,045 1,277 

 
 1,517 1,486 

 
 

NOTE 4 – SHORT-TERM INVESTMENTS 
 

 
December 31 

 2019 2018 

 NIS millions 

Financial assets at fair value through profit or loss   

Marketable shares *)  282 48 

Debentures  - 300 

Monetary fund 171 105 

 453 453 

Financial assets at fair value through other comprehensive income    

Debentures 4 22 

   

Bank deposits 1 162 

Restricted bank deposits **) 328 182 

 
786 819 

 

*)  The value of the marketable shares as at March 31, 2020 and shortly before the approval date of the 
financial statements amounts to NIS 222 million and NIS 239  million, respectively.  

***)  The deposits as at December 31, 2019 include, among other things, deposits for the swap transactions 
(see Note 10E) and a safety cushion for the issue of Tamar Bond debentures in Delek Drilling (see Note 
12J1). 
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NOTE 5 – RECEIVABLES AND CONTRACTUAL BALANCES 
 
A.  Composition: 
 

 
December 31 

 2019 2018 

 NIS millions 

Open debts  1,923 1,887 

Checks receivable  34 41 

 1,957 1,928 

Less provision for doubtful accounts 63 57 

Trade receivables, net 1,894 1,871 

 
In 2019, the average credit for customers is 38 days (in 2018, 37 days). 

 
B. Aging analysis of gross trade receivables balance as at the balance sheet date: 
 

 
Debts not yet 

past due 
payment (without 

collection in 
arrears 

Trade receivables past due with collection in arrears of 

 

Up to 90 
days 

91-180 
days 

181-270 
days 

271-365 
days 

Over 1 
year Total 

 
NIS millions 

December 31, 
2019 1,854 14 4 3 3 79 1,957 

Less allowance for 
doubtful accounts 1 1 1 1 1 58 63 

December 31, 
2019       1,894 

        

December 31, 
2018 1,803 45 2 2 1 75 1,928 

Less allowance for 
doubtful accounts 1 1 1 1 1 52 57 

December 31, 
2018       1,871 

        

 
Movement in the provision for doubtful debts was not presented since the change in the periods is 
not material 
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NOTE 6 – OTHER RECEIVABLES 
 

 
December 31 

 2019 2018 

 NIS millions 

Prepaid expenses and advances to suppliers 93 40 

Interest fees receivable (see section 12S) 69 - 

Amounts receivable for a loan granted for the sale of the Karish and Tanin 
leases (2) 51 57 

Amounts receivable from the sale of Tamar royalties 27 - 

Related parties, interested parties and associates 5 13 

Current maturities of long-term debts and loans 29 123 

Institutions 2 20 

Receivables for joint ventures (1) 216 305 

Other receivables  22 26 

 
514 584 

(1) The balance is mainly in respect of transfer of advance payments by Delek Drilling to Noble Energy 
Mediterranean ("Noble" or "the Operator"), from joint venture activities in gas or oil, mainly to finance the 
share of Delek Drilling in the joint ventures.  

(2)  See Note 12G. 

 
 

NOTE 7 – INVENTORIES 
 

 
December 31 

 
2019 2018 

 
NIS millions 

Fuel products in gas stations and facilities *) 109 124 

Inventory of consumables in gas stations  22 25 

Crude oil inventory 196 153 

Related material inventory 150 - 

 
477 302 

*)  The fuel products inventory balance as at December 31, 2018 is after amortization of NIS 8 million to 
adjust the inventory to the net disposal value following the decrease in prices proximate that date.  
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NOTE 8 – LONG-TERM LOANS, DEPOSITS AND RECEIVABLES 
  
A. Composition: 
 

  December 31 

  
2019 2018 

 
Note NIS millions 

Loans    

Loan recognized for the sale of Republic (1)  - 196 

Loan recognized for the sale of Navitas  10K 11 24 

Loan recognized for the sale of Gadot   - 7 

Loan recognized for the sale of The Phoenix 10E 140 - 

Seller’s loan to Fattal Hotels Ltd.  11 36 - 

Loans to others (2)  
37 42 

  224 269 

Less - current maturities  25 123 

  199 146 

Other long-term balances    

Loan provided for the sale of the Karish and Tanin leases 12G 242 286 

Royalties receivable from the sale of the Karish and Tanin 
leases  12G 1,015 790 

Royalties receivable from the sale of the Tamar and Dalit 
leases  41 102 

Access fee for the Dolphinus agreement 12E 356 - 

Amounts receivable for undertaking to dispose of assets 10F 695 - 

Amounts receivable from an associate 12E 110 - 

Restricted deposits (3)  555 292 

Ministry of Energy for royalties 12L 90 112 

Receivables for joint ventures  243 239 

Prepaid expenses for raising bank financing  12 64 

Others  
109 105 

  
3,667 2,136 

(1)  Loan to the buyers of Republic Companies Inc. (a former subsidiary) In December 2019, the balance of 
the load was repaid. 

(2)  The loans were provided mainly to owners of gas stations and other customers of Delek Israel. Most of 
the loans are not linked to the CPI and carry interest at a rate of 5%. 

(3)  As at December 31, 2019, the deposits include NIS 355 million (in 2018, NIS 226 million), representing a 
safety cushion for the issue of Tamar Bond debentures in Delek Drilling (see Note 12J(1)). Deposits 
were also included for the swap transactions and a deposit for the Company's undertaking to support the 
bank debt of the buyers of The Phoenix, see section E below. 
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NOTE 8 – LONG-TERM LOANS, DEPOSITS AND RECEIVABLES (CONTD.) 
 
B. Collection dates of the loans: 
 

 
December 31 

 2019 

 NIS millions 

First year - current maturities 25 

Second year 13 

Third year 8 

Fourth year 7 

Fifth year 146 

Sixth year and onwards 25 

 
224 

 
C. See Note 25 for liens. 
 
 

NOTE 9 – OTHER FINANCIAL ASSETS 
 

 December 31 

 2019 2018 

 NIS millions 

Financial assets at fair value measured through profit or loss   

Marketable shares  429 110 

   

Financial assets at fair value through other comprehensive income or loss   

Marketable shares  246 - 

 675 *) 110 

*)  The value of the marketable shares as at March 31, 2020 and shortly before the approval date of the 
financial statements  

 This amounts to NIS 420 million and about NIS 461 million, respectively.  

 
 

NOTE 10 –  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS 

 
A. (1)  Composition 
 

 Associates 

 December 31 

 2019 2018 

 
NIS millions 

Shares 436 998 

Loans 56 55 

 
492 1,053 
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NOTE 10 –  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONTD.) 

 
A. (contd.) 
 

(2)  Composition by company 
 

 December 31 

 2019 2018 

 NIS millions 

Delek Automotive Systems Ltd. (1) - 302 

IDE Holdings Ltd. (see section I) 134 176 

Tamar Petroleum Ltd. (2) - 466 

EMED (see section ) below) 259 - 

GulfSlope (see section S) - - 

Others 99 109 

 492 1,053 

(1) In December 2019, the investment in Delek Automotive Systems Ltd. was sold. For further 
information, see section G below.  

(2)  In 2019, was no longer an associate, see section H below.  

 
B. Condensed information from the financial statements of associates 
 

Aggregate information for all associates 
 

 Year ended 

 December 31 

 2019 2018 2017 

 NIS millions 

Group share of results of associates based on percentage of interest 
held during the period (not including associates recognized as a 
discontinued operation):    

Profit (loss) *) (25) (124) (40) 

Other comprehensive income (loss) (4) (29) 14 

Total income (loss) (29) (153) (26) 

*)  After adjustments for fair value differences 

 
C. Investments in shares of investees listed on the TASE 

 

 December 31, 2019 December 31, 2018 

 

Carrying 
amount 

Market 
value 

Carrying 
amount 

Market 
value 

 NIS millions 
     
Subsidiaries (1) 4,530 6,390 7,107 9,282 

Associates (2) - 24 768 613 
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NOTE 10 –  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONTD.) 

 
C. Investments in shares of investees listed on the TASE (contd.) 
 

(1)  Subsidiaries 
 

 December 31, 2019 December 31, 2018 

 

Carrying 
amount 

Market 
value 

Market value 
shortly before 
publication in 
the reporting 

year 
Carrying 
amount 

Market 
value 

 NIS millions 

      

The Phoenix Holdings Ltd. *) - - - 2,092 2,180 

Delek Drilling – Limited Partnership **)  4,225 6,128 2,913  4,699  6,808 

Cohen Development Gas and Oil Ltd.  305 262 - ***) 316 294 

 4,530 6,390 2,913 7,107 9,282 

(*) In 2019, the Group sold the controlling interest in The Phoenix Holdings Ltd., and no longer 
consolidated its financial statements in the Group’s financial statements. **) The balance as at 
December 31, 2018 reflects the rate of ownership of 44.8% (including for the rights underlying the 
swap shares). See section F below). 

(**)  Mainly for the direct investment of the Company and indirectly through Delek Energy. Subsequent to 
the balance sheet date, Delek Energy sold 5% of the participating units of Delek Drilling. The market 
value shortly before the publication date of the financial statements refers to the updated holding rate. 
For further information, see section J below. 

***)  Subsequent to the balance sheet date, on April 19, 2020, the Company sold its holdings in Cohen 
Development (see section N below). 

 

(2)  Associates  
 

 December 31, 2019 December 31, 2018 

 

Carrying 
amount 

Market 
value 

Market value 
shortly before 
publication in 
the reporting 

year 
Carrying 
amount 

Market 
value 

 NIS millions 

      

Tamar Petroleum Ltd. - - - 466 305 

Delek Automotive Systems Ltd. - - - 302 308 

GulfSlope - 24 7 - - 

 - 24 7 768 613 
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NOTE 10 –  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONTD.) 

 
D. Additional information about subsidiaries held directly by the Company 

 

 

 

Country of 
incorporation 

Rights of 
the 

Company 
in capital 

and voting 
rights 

Amounts provided by 
the Company to a 

subsidiary Retained 
investment in 
a subsidiary 
(according to 
equity value)  

Loans 
and 

capital 
notes Guarantees 

 % NIS millions 

December 31, 2019      

Delek Energy Systems Ltd. Israel 100 - 197 ***) 3,248 

Delek Drilling – Limited 
Partnership Israel 4.99 - - 420 

Delek Sea Maagan 2011 Ltd. Israel 100 133 1 (1) 

Delek Petroleum Ltd. Israel 100 29 - 921 

DKL Investments Limited Jersey 100 1,973 367 **) 77 

1099494 B.C. Ltd. Canada 100 - 22 - 

Delek Upstream International Ltd UK 100 - - - 

Delek Financial Investments 
(2012) Limited Partnership Israel 100 - - (7) 

Delek Group Royalty Ltd. Israel 100 - - - 

Delek Power Stations - Limited 
Partnership Israel 100 292 -  (257) 

Delek Infrastructure Ltd. Israel 100 - 73 *) 104 

Cohen Development Gas and Oil 
Ltd. (formerly Cohen Development 
and Industrial Buildings Ltd.) Israel 51.76 - - 305 

   2,427 660 4,810 

*)  Guarantees provided to IDE, an associate held by Delek Infrastructures Ltd. The Company provided 
guarantees amounting to NIS 180 million, for which 60% was indemnified for the sale of 20% of the 
shares of IDE in 2019, such that the total guarantees after the indemnification amount to NIS 73 million. 
Subsequent to the balance sheet date, in March 2020, the balance of the investment in the shares of IDE 
was sold and on the completion date of the transaction, the Buyer indemnified the balance of the 
guarantees provided by the Company. 

**)  Guarantees provided to DKL for loans and convertible liabilities taken for the acquisition of CNSL, see 
section F below.  

***)  Guarantees provided to Delek Energy for credit facilities from banks See Note 24 below. 
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NOTE 10 –  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONTD.) 

 
D. Additional information about subsidiaries held directly by the Company (contd.) 
 

 

Country of 
incorporation 

Rights of 
the 

Company 
in capital 

and voting 
rights 

Amounts provided by 
the Company to a 

subsidiary Retained 
investment in 
a subsidiary 
(according to 
equity value)  

Loans 
and 

capital 
notes Guarantees 

 % NIS millions 

December 31, 2018      

Delek Energy Systems Ltd. Israel 100 - - 4,150 

Delek Drilling – Limited 
Partnership Israel 4.99 - - 475 

The Phoenix Holdings Ltd.  Israel *) - - 2,035 

Delek Sea Maagan 2011 Ltd. Israel 100 98 14 (1) 

Delek Petroleum Ltd. Israel 100 28 - 1,033 

DKL Investments Limited Jersey 100 2,137 1,124 ****) 469 

1099494 B.C. Ltd. Canada 100 - 23 - 

Delek Upstream International Ltd UK 100 - - - 

Delek Financial Investments 
(2012) Limited Partnership Israel 100  - - 

Delek Group Royalty Ltd. Israel 100 - - - 

Delek Power Stations - Limited 
Partnership Israel 100 290 218 ***) (303) 

Delek Infrastructure Ltd. Israel 100 54 201 **) 383 

Cohen Development Gas and Oil 
Ltd. (formerly Cohen Development 
and Industrial Buildings Ltd.) Israel 51.76 - - 316 

   2,607 1,580 8,557 

*)  Capital rights, 30.1%; voting rights, 30.5%. The balance reflects the ownership rate of 44.8% (including 
for the rights underlying the swap shares) The balance is net of the effect of holdings of profit-sharing 
policies in securities of Group companies of 44.8%. 

**)  Guarantees provided to IDE, an associate held by Delek Infrastructures Ltd.  

***)  Mainly guarantees provided to IPP Delek Sorek Ltd. ("Delek Sorek"), that was a wholly owned subsidiary 
of Delek Power Plants - Limited Partnership (as at December 31, 2019, held directly by Delek – The 
Israel Fuel Corporation Ltd.) 

****)  A guarantee of USD 300 million was provided to Ithaca, a wholly owned foreign subsidiary of DKL 
Investments Limited. The guarantee was canceled in 2019 in Ithaca’s debt restructuring for acquisition of 
the investment in CNSL. See section F below. 

 
E. The Phoenix Holdings Ltd. (“The Phoenix”) 
 

1. In December 2013, the Law to Promote Competition and Reduce Market Concentration, 2013 
was published ("the Market Concentration Law"). Under the Market Concentration Law, the 
Group was required, among other things, to separate significant non-financial operations and 
significant financial operations (as defined in the Law) within six years from the publication date 
(until December 31, 2019) . From that date, the Group assumed that to implement the 
separation, it will sell its financial holdings by disposing of its investment in The Phoenix shares. 
In 2014, the Group started its attempts to sell The Phoenix, and signed a number of binding 
agreements in prior years, for the sale of its holdings in The Phoenix to various entities, which 
did not culminate in a sale at the end of the process. 
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NOTE 10 –  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONTD.) 

 
E. The Phoenix Holdings Ltd. ("The Phoenix") (contd.) 
 

2. In August and September 2018, the Company entered into separate transactions with three 
banks for the sale of 37,500,000 shares of The Phoenix shares that it holds (12,500,000 shares 
in each transaction), representing 14.7% of the issued and paid-up share capital of The Phoenix 
(“the Sold Shares” or “the Swap Shares”) and at the same time, carried out a swap transaction 
with each of the banks. The shares were sold in a full sale transaction by the Company in off-
floor transactions to third parties, through the banks, for a total consideration of NIS 772 million 
(before transaction costs), reflecting the TASE price of the shares of The Phoenix directly before 
execution of the transactions.  
As part of the swap transaction, at the end of each transaction (at the dates and in the lots set 
out below), the Company and any bank will carry out accounting for the difference between the 
sales price of the Sold Shares to the third party, and their value at the accounting date (which 
will be set according to the selling price for the Sold Shares at that date by the third party, 
adjusted for dividends). The transactions were made in six equal lots (each transaction for 
6,250,000 shares of The Phoenix), the first ended in September 2019, and the other 
transactions ending in 2020-2021 (the last of which is in September 2021). The Company has 
the right to bring forward the closing dates of the swap transactions and the accounting for them 
(“Early Repayment”) in accordance with the terms set out in the agreements. The Company 
paid a one-time fee to the banks for executing the transactions and undertook to pay variable 
interest over the transaction period at the rates set out in the agreements.  
The Company provided pledged deposits to the banks for the swap transactions, as is standard for 
transactions of this type, which the Company undertook to increase in the event of a decrease in the 
value of The Phoenix shares underlying each transaction, beyond the threshold set in the agreement 
(as at December 31, 2019, and shortly before the approval date of the financial statements, the 
balance of the pledged deposits amounted to NIS 115 million and NIS 123 million, after disposal of 
the swap transactions subsequent to the balance sheet date as set out below). 
Subsequent to execution of the transactions, the Company’s holding in the share capital of The 
Phoenix decreased to 31.6% (32% of the voting rights). 
 
Since the Company remains exposed to the full amount of the variable returns (risks and 
benefits) for the Swap Shares, the Company did not recognize the transactions for the Sold 
Shares as qualifying for accounting derecognition, and therefore the Sold Shares were not 
derecognized. In view of the above, the Company recognized liabilities to the banks in the 
amount of the net proceeds received from the sale of the Swap Shares, which are measured at 
amortized cost using the effective interest method over the period of the swap transactions (the 
weighted effective interest rate for all the swap transactions amounted to 2.9%).  
 
For information about the continued existence of effective control in The Phoenix until actual 
sale of control, in the second quarter of 2019, notwithstanding the loss of voting rights in The 
Phoenix attributable to the swap shares, see section 5 below. 
 
On September 5, 2019, on completion of the first swap transaction, the Company bought back 
6,250,000 swap shares. These shares were sold as part of the transaction for the sale of control 
in The Phoenix (see section 4 below). In addition, in December 2019, at the Company's request, 
another swap transaction was repaid prematurely, in which 6,250,000 shares of The Phoenix 
were sold to third parties. On completion of the transactions, the swap shares and the liabilities 
underlying the transactions were derecognized from the Company's financial statements. The 
net consideration received by the Company on completion of the transaction (in addition to the 
consideration received at the date of the transaction, as set out above) amounted to NIS 16 
million.  
 
As at December 31, 2019, the investment in the swap shares (market value) amounts to NIS 
522 million (25,000,000 shares representing 9.8% of the share capital of The Phoenix) and is 
accounted for as a financial asset at fair value through profit or loss, and is recognized under 
short-term investments and other long-term assets. 
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DISCONTINUED OPERATIONS (CONTD.) 

 
E. The Phoenix Holdings Ltd. ("The Phoenix") (contd.) 
 

2. (contd.) 
 

Subsequent to the balance sheet date, on April 27, 2020, the Company notified the bank with 
which it entered into a swap transaction for the sale of 12,500,000 shares of The Phoenix, of 
early termination of the transaction and release of a cash amount of NIS 82 million in favor of 
the Company, which was pledged in favor of the bank as collateral for the transaction, as is 
standard in transactions of this type. The Sold Shares were sold in an off-floor transaction for a 
total consideration of NIS 214 million. 
 
Subsequent to the closing of the transaction, the Company has two remaining swap 
transactions for The Phoenix shares, each amounting to  6,250,000 shares (representing 
together 5% of the share capital of The Phoenix). Shortly before the approval date of the 
financial statements, the liability for the swap transaction amounts to NIS 264 million, the market 
value of the swap shares is NIS 229 million, and the balance of the pledged deposits against 
both transactions is NIS 123 million, in addition to 10,908,317 pledged participating units of 
Delek Drilling units worth NIS 50 million. 

 
3. In September 2018, the Company sold 3,700,000 shares of The Phoenix in an off-floor 

transaction, representing 1.4% of its share capital for a consideration of NIS 75 million. 
Subsequent to execution of the transactions, the Company’s holding in the share capital of The 
Phoenix decreased to 30.1% (30.5% of the voting rights).  

 
4. On February 26, 2019, the Company and Centerbridge Partners LP and Gallatin Point Capital 

LLC, which are international private equity funds (“the Funds”) signed an agreement stipulating 
that the Funds will acquire from the Company 30% of the share capital of The Phoenix, which 
represents the core control in The Phoenix (“the Shares to be Sold”) for a consideration of NIS 
1.6 billion (subject to adjustments for dividends and so on).  

 
In addition, the Company undertook to arrange for the Funds the purchase of an additional 
2.5% of the issued share capital of The Phoenix, on the same terms as the Shares to be Sold, 
increasing the Consideration by an additional NIS 132 million. In view of the Company’s 
undertaking, on September 5, 2019, the Company bought back 6,250,000 shares of The 
Phoenix (representing 2.5% of the share capital of The Phoenix) out of the shares underlying 
the swap transaction (see also section 2 above) for their sale to the Funds. 
 
On November 3, 2019, after signing the binding agreement in May 2019 and following fulfillment 
of the preconditions, the transaction was completed for the Company’s sale of 32.5% of the 
share capital of The Phoenix to a company controlled by the Funds (“the Buyer”) for a 
consideration of NIS 1.57 billion, after adjustments for dividends distributed by The Phoenix up 
to the closing date of the transaction. Of this amount, NIS 1.335 billion was received in cash by 
the Company at the closing date (the total consideration less transaction costs amounts to NIS 
1.32 billion) and the balance was provided to the Buyer as a loan (as described below).  
 
The agreement stipulated adjustments to the sales price, which may result in an increase in the 
total consideration to be received by the Company, beyond the amount of NIS 1.57 billion, in an 
amount of up to NIS 866 million, subject to certain adjustments, or to a reduction in the total 
consideration of up to NIS 196 million. These adjustments include reference to the previous 
profits of The Phoenix at the closing date, adjustments arising from an increase or decrease in 
the value of The Phoenix shares, including for a notional option granted to the Buyer for 7.5% of 
The Phoenix shares (“the Option”) and the rate of return of the Buyer in the investment period in 
The Phoenix.  
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E. The Phoenix Holdings Ltd. ("The Phoenix") (contd.) 
 

4. (contd.) 
 

Part of the consideration paid by the Buyer was financed by a senior loan of NIS 548 million 
received by the Buyer from financial institutions (“the Senior Loan”). The loan is for a period of 
five years, with two options for extension of one year each, subject to the fulfillment of certain 
conditions. 
The interest will be paid every six months under the terms set out in the agreement below. The 
interest and principal of the loan will be repaid from the dividends to be received by the Buyer from 
The Phoenix in the loan period and from the consideration claimed from it from the sale of The 
Phoenix shares. The Company signed a credit support document (“the Credit Support Document”) 
with the financial institutions to back up the loan in certain events stipulated in the agreement, 
including backing for interest payments by the Buyer, payment of certain fees for the loan, including 
early repayment fees, to guarantee some of the Buyer’s liabilities and in this respect, to deposit 
certain marketable securities amounting to NIS 100 million, and under the terms set out in the letter 
of liability, to deposit additional marketable securities and to pledge financial deposits to secure the 
liability, in an initial amount of NIS 70 million.  
The amounts that the Company is required deposit in the pledged deposits and the dates on which it 
is required to deposit them are defined in the agreement, and the amounts may exceed a maximum 
amount of up to 50% of the amount of the Senior Loan (plus the amount deposited in a reserve to 
guarantee interest on the Senior Loan), if the events defined in the agreement occur, including: 1. 
non-compliance with certain financial conditions with respect to The Phoenix and/or the Senior Loan 
defined in the liability agreement; 2. a downgrade in the credit rating of The Phoenix (below a rating 
of BBB+); 3. a material debt of the Company (as this term is defined in the agreement) was called for 
immediate repayment due to an event of default; 4. the Company breached a commitment to pay a 
debt of least NIS 25 million for a material debt; 5. a downgrade in the credit rating of the Company 
which constitutes an event of default in respect of the material debt. If the Company breaches its 
obligation to deposit the required amounts and in the event of a breach of representation for the 
financial statements of The Phoenix, the maximum amount it may be required to deposit may 
exceed 100% of the amount of the Senior Loan, and then the Company has the right to call for the 
endorsement of the Senior Debt. Further to Note 1C above, regarding the calling for immediate 
payment of certain debts of subsidiaries and/or events of default or events that may be considered 
as events of default for the loans and liabilities of the Company and the Staff Companies, that may 
confer on the financial institutions grounds to call for additional deposits and collateral as aforesaid. 
 
In addition, as part of the agreement to sell The Phoenix shares, the Company provided a 
subordinated loan of NIS 235 million to the Buyer (“the Seller’s Loan”). The loan is for a period 
of five years (with an option to extend for two more years under certain conditions). The loan will 
bear interest at a rate of 4% per year for the first five years, 7% for the sixth year, and 8% for 
the seventh year, paid by the Buyer for the Senior Loan and the Subordinated Loan. The 
interest and principal of the loan will be paid out of the dividend receipts by the Buyer, proceeds 
from the sale of The Phoenix shares, as well as adjustments to the transaction price that the 
Company undertook to pay to the Buyer under certain conditions, as set out above. To secure 
its liabilities related to the loan, the Buyer pledged, among other things, The Phoenix shares 
that it holds in favor of the Company as a second-ranking lien. It should be noted that if the 
Company is required to pay interest on the Senior Loan, such interest will be added to the 
principal of the subordinated loan provided to the Buyer by the Company. 
 
The Seller's Loan, components of contingent consideration, and future adjustments (including for the 
Option) are measured in the financial statements at fair value through profit or loss. As at December 
31, 2019, the net fair value of these instruments amounts to NIS 140 million (shortly before the 
completion of the transaction, NIS 152 million). The fair value was estimated by an independent 
outside valuator using the Monte Carlo model, assuming risk neutrality. In view of the above, the 
annual return on The Phoenix shares as well as the capital price were estimated at 0.46%. In 
addition, the annual standard deviation was estimated at 21.6% and the rate of the annual dividend 
to be distributed was estimated at 1.25% of the share value at the end of each quarter. 
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E. The Phoenix Holdings Ltd. ("The Phoenix") (contd.) 
 

5. As at December 31, 2018, the Company held 30.5% of the voting right in The Phoenix and 
44.8% of the ownership in The Phoenix (including for rights underlying the swap shares). The 
Company has concluded that it continued to hold effective control in The Phoenix after the 
shares are exercised (and until completion of the transaction for the sale of core control) , 
among other things, due to the composition of the board of directors of The Phoenix, in which 
the Company held a majority; the provisions in the articles of The Phoenix regarding 
appointments and dismissals of directors, according to which the Company can continue to 
retain the majority in the board of directors of The Phoenix, at least until the next annual general 
meeting; the substance and nature of the swap transactions and due to the permit granted to 
the Company by the Commissioner of Capital Markets, Insurance and Savings for control over 
The Phoenix, under the Control of Financial Services Law (Insurance), 1981.  

 
6. In view of the Company's activity to sell its holdings in The Phoenix, as described above, the 

investment in The Phoenix shares is presented (including pledged deposits and liabilities to 
banks in connection with the swap transactions), in accordance with IFRS 5, Non-current Assets 
Held for Sale and Discontinued Operations (“IFRS 5”), as part of a group of assets held for sale 
and under liabilities attributable to assets held for sale. In addition, the operating results of The 
Phoenix, including investment value adjustments, were recognized in the statement of income in 
each reporting period, under profit from discontinued operations, net.  
 
In accordance with the provisions of  IFRS 5, the Company measured the balance of its 
investment in The Phoenix at fair value less costs to sell.  
 
As at December 31, 2018, the Company estimated the fair value of its investment in The 
Phoenix (44.8%, including the swap shares) based on the TASE price of The Phoenix shares 
less selling costs. In view of the above, the balance of the Company’s investment in The 
Phoenix as at December 31, 2018 amounted to NIS 2,035 million. In 2018, the Company 
included its share in the profits of The Phoenix amounting to NIS 319 million and its share in the 
other comprehensive loss of The Phoenix amounting to NIS 66 million. In addition, in 2018, the 
Company recognized a loss, arising from the provision for impairment amounting to NIS 270 
million, due to its estimated fair value less costs to sell of the investment in The Phoenix, as set 
out above.  
 

7. Following the completion of the sale of control in The Phoenix, as set out above, in the fourth 
quarter of 2019, the Group no longer consolidated the financial statements of The Phoenix in its 
financial statements (and accordingly, the total assets and liabilities of the Group are expected 
to decrease significantly by NIS 100 billion).  
In 2019, the Company included its share in the profits of The Phoenix prior to the sale of control 
amounting to NIS 173 million and its share in the other comprehensive loss of The Phoenix 
amounting to NIS 100 million. In addition, in 2019, the Company recognized additional profit of 
NIS 67 million, mainly due to the transfer to profit or loss (following the sale of control) of the 
amounts previously recognized in capital reserves (other comprehensive income) for the 
investment in The Phoenix.  

 
8. On September 18, 2019, The Phoenix distributed its shares in Mehadrin Ltd. (“Mehadrin”) as a 

dividend in kind to its shareholders. In view of the Company's holdings in The Phoenix shares at 
that date (32.5%), the Company received 448,581 Mehadrin shares, 33,606 Mehadrin shares 
were received by the Company for its holdings in the swap shares and 134,424 additional 
Mehadrin shares were acquired by the Company in an off-floor transaction for NIS 20 million. In 
view of the above, as at December 31, 2019, the Company holds 616,611 Mehadrin shares, 
representing 18.55% of the share capital of Mehadrin. The Company accounts for the 
investment in Mehadrin as a financial asset measured at fair value through other 
comprehensive income and the balance of its investment as at December 31, 2019 amounts to 
NIS 85 million.   
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NOTE 10 –  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONTD.) 

 
E. The Phoenix Holdings Ltd. ("The Phoenix") (contd.) 
 

9. Financial information for The Phoenix: 
 

A)  Group of assets and liabilities relating to the operations of The Phoenix classified as held 
for sale:  

 

 December 31 

 2018 

 Audited 

 NIS millions 
  
Current assets  

Cash and cash equivalents 1,731 

Performance-based cash and cash equivalents  5,223 

Assets for holders of liability notes, ETNs 

  and other instruments 903 

Short-term investments  1,316 

Short-term investments in insurance companies  4,012 

Insurance premium receivable 679 

Other receivables 400 

Current tax assets 296 

Reinsurance assets 419 

Deferred acquisition costs  563 

 15,542 

  

Non-current assets  

Financial investments of insurance companies 65,771 

Long-term loans, deposits and receivables 194 

Investments in associates 761 

Investment property 3,721 

Reinsurance assets 1,618 

Fixed assets, net  408 

Deferred acquisition costs  1,128 

Structured bonds  307 

Goodwill 896 

Other intangible assets, net 81 

Deferred taxes 29 

 74,914 

  

Total assets 90,456 
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DISCONTINUED OPERATIONS (CONTD.) 

 
E. The Phoenix Holdings Ltd. ("The Phoenix") (contd.) 
 

9. Financial information for The Phoenix (contd.) 
 

A)  Group of assets and liabilities relating to the operations of The Phoenix classified as held 
for sale: (contd.) 

 

 December 31 

 2018 

 Audited 

 NIS millions 

  

Current liabilities  

Interest bearing loans and borrowings 929 

Trade payables 140 

Other payables 2,529 

Liabilities for debentures, ETNs, and other instruments 100 

Current tax liabilities 22 

Liabilities for insurance contracts 5,130 

 8,850 

Non-current liabilities  

Debentures  3,144 

Structured bonds 284 

Bank loans 637 

Liabilities for employee benefits 51 

Liabilities for insurance contracts 71,846 

Provisions and other liabilities 144 

Deferred taxes 505 

 76,611 

  

Total liabilities 85,461 
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E. The Phoenix Holdings Ltd. ("The Phoenix") (contd.) 
 

9. Financial information for The Phoenix (contd.) 
 

B)  The table below presents information on the results of operations attributable to the 
discontinued operations of The Phoenix: 

 

  Year ended December 31 

  2019 (*)  2018  2017 

  NIS millions 
       
Revenue  15,081  11,483  15,516 

Cost of revenues  12,002  7,491  11,545 

Gross profit  3,079  3,992  3,971 

       

Selling expenses  1,416  1,753  1,581 

General and administrative expenses  998  1,227  1,193 

Other revenues (expenses), net  (2)  21  (7) 

Operating profit  663  1,033  1,190 

       

Finance expenses  116  184  153 

Share in earnings of associates   47  71  62 

Income before tax  594  920  1,099 

Taxes on income  185  255  332 

Elimination of impairment of the investment   3  (270)  159 

Profit from disposal of The Phoenix shares  66  -  - 

Change in the value of the seller’s loan and 
contingent consideration 

 
(12) 

 
- 

 
- 

Profit from discontinued operations of The Phoenix  466  395  926 

       

Attributable to:       

Shareholders of the Company  230  35  554 

Non-controlling interests  236  360  372 

  466  395  926 

(*)  Mainly up to the date of deconsolidation including value adjustments for the seller’s loan and 
contingent consideration 

 
C)  Composition of net cash flows attributable to the discontinued operations of The Phoenix: 
 

  Year ended December 31 

  2019 (*)  2018  2017 

  NIS millions 
       
Net cash from (used for) operating activities   2,404  (782)  270 

Net cash used for investment activities   (386)  (288)  (230) 

Net cash from financing activities  294  587  519 

  2,312  (483)  559 

Cash received from the disposal of the investment 
in The Phoenix 

 
1,320  -  - 

  3,632  (483)  559 

(*) 1Mainly until the date of deconsolidation  
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F. Investment in shares of Ithaca Energy Limited  ("Ithaca")  
  

1. In the second quarter of 2017, the transaction was completed in which a wholly-owned foreign 
subsidiary of the Company, DKL Investments Limited (“DKL”) acquired 80% of Ithaca's share 
capital for a total consideration of CAD 670 million (NIS 1,811 million). This acquisition was in 
addition to 20% of Ithaca's share capital held by DKL at that time, so that following the 
transaction, DKL holds Ithaca's entire share capital. Ithaca is an independent oil and gas 
operator in the North Sea, which owns mainly producing oil assets and assets under 
development. 
 
In view of the gain of control in Ithaca, the Group consolidates Ithaca's financial statements as 
from the date control was gained (April 21, 2017). In addition, in accordance with IFRS 3 
regarding a step acquisition, the Group’s investment in Ithaca shares prior to gaining control is 
measured at its fair value, while the difference between the fair value and its carrying amount 
will be recognized in the statement of income. The difference (profit) (after recognition in the 
statement of income of capital for translation differences accrued) amounted to NIS 137 million 
and was included in the Group's statement of income under other income, net. 
 

2. In August 2018, Ithaca entered into agreements to acquire all the rights in the infrastructure and 
licenses of its partners in the Great Stella Area project (“GSA”), other than the Vorlich license, 
such that after completion of the transaction, Ithaca will hold all the rights in the floating 
production facility (FPF-1) in the GSA project. 
 
The effective date for acquisition of the additional rights under the agreement was January 1, 
2018, and the consideration paid on the completion date was subject to adjustments reflecting 
the revenues related to the assets as from the effective date. The consideration for the acquired 
rights was set at USD 190 million and Ithaca agreed to rescheduling of an existing debt to one 
of the sellers in the amount of USD 140 million.  
 
The transaction was completed in 2018. Accordingly, on completion of the transaction, Ithaca 
paid USD 126 million (net of the cash flows received by the selling partners as from the effective 
date, amounting to USD 80 million, plus USD 16 million which constitutes an advance payment 
for the existing debt of one of the sellers). An additional USD 120 million will be paid over 2020 
through to 2023. In addition, one of the sellers is entitled to an additional consideration of up to 
USD 25 million, which is contingent of the performances of the Stella and Harrier reservoirs up 
to 2020 (as at December 2019, the present value of this amount is USD 8 million, after Ithaca 
paid an amount of USD 10 million under the agreement in the third quarter). The total 
acquisition cost amounted to USD 132 million. 
 
The assets and liabilities of the acquired operations are consolidated in Ithaca's financial 
statements as from the closing date of the transaction. As at December 31, 2018, Ithaca 
recognized the fair value of the assets acquired and the liabilities assumed in the business 
combination on a provisional basis, based on the draft valuation that it prepared, based, among 
other things, on the reserves of the acquired assets as estimated by an external independent 
reserves assessor. In the reporting period, Ithaca adjusted the provisional valuation, and as a 
result, payables as at December 31, 2018 decreased by USD 3 million (NIS 11 million) against 
an increase in goodwill in the same amount. Comparative figures as at December 31, 2018 
were classified in these financial statements accordingly.  
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F. Investment in shares of Ithaca Energy Limited ("Ithaca") (contd.) 
 

(2)  (contd.): 
 
Fair value of the identifiable assets acquired and liabilities assumed in the business combination 
at the acquisition date, after revising the valuation: 
 

  USD million 
   
Current assets   17 

Investments in oil and gas exploration and production  194 

Deferred taxes  5 

   

  216 

   

Current liabilities  (2) 

Non-current liabilities  (54) 

   

Identifiable assets, net  160 

Profit from a bargain transaction   (28) 

   

Total cost of acquisition  132 

 
The profit from the bargain transaction arising on acquisition (bargain acquisition) in the amount 
of USD 28 million (NIS 105 million) was due to the Group’s assessment of the requirement of 
the selling partners to reduce their operations in the producing reservoirs in the North Sea and 
due to the fact that Ithaca is the operating partner in these assets, Ithaca utilized its relative 
advantage and familiarity with the assets to perform the transaction under optimum terms. In 
addition, as part of the acquisition, significant balances of carryforward tax losses were also 
acquired, and Ithaca believes that it has the flexibility and the ability to utilize them (therefore an 
asset was recognized as part of the business combination). As aforesaid, the profit from the 
bargain transaction was included in 2018 under other revenue, net. 
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F. Investment in shares of Ithaca Energy Limited ("Ithaca") (contd.) 
 

3. On May 29, 2019, Ithaca entered into an agreement with Chevron Products UK Limited (“the 
Seller”) for the acquisition of 100% of the shares of Chevron North Sea Limited (“CNSL”) owned 
by the Seller. CNSL owns rights in ten producing oil and gas assets in the North Sea region of 
the UK, drilling and exploration licenses, and infrastructure, and has professional and skilled 
human resources, all of which are part of the acquisition transaction. The oil and gas assets 
underlying the acquisition agreement are ten producing oil and gas fields and an exploration 
license. In four of the acquired assets, representing 67% of the total reserves (2P) in the 
acquired assets, CNSL serves as the operator.  
According to the opinion of external experts for estimating reserves, as at December 31, 2019, 
the total quantity of proved and probable (2P) reserves as a best estimate and the total quantity 
of contingent resources (2C) attributable to the acquired assets is 206 million BOE and 66 
million BOE, respectively. On the signing date of the agreement and as part of the purchase 
price, a deposit of USD 200 million was deposited in favor of the Seller.  
 
On November 8, 2019, after fulfillment of all the preconditions, the transaction was completed. 
As part of completion of the transaction, the Seller transferred to Ithaca ownership of the entire 
share capital of CNSL. Ithaca paid the Seller the consideration, which amounted to USD 1,477 
billion (in addition to a deposit of USD 200 million, as set out above), after deducting the funds 
accumulated at CNSL since January 1, 2019. In addition, an amount of USD 50 million was paid 
for working capital.  
 
As from the completion date, Ithaca assumed all the rights and liabilities of CNSL for the 
acquired assets, including the oil assets, and provided guarantees (letters of credit) funded by 
RBL, for CNSL's decommissioning obligations for the acquired assets, instead of the collateral 
provided by CNSL or its related companies. 
Alongside completion of the transaction, companies in the Ithaca Group signed agreements with 
companies in the BP International Oil Limited Group (“BP”)  for the distribution and marketing of 
gas and oil from the acquired assets for a period of five years. 
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F. Investment in shares of Ithaca Energy Limited ("Ithaca") (contd.) 
 

3. (contd.) 
 
Financing for the consideration of the transaction and the additional capital required by Ithaca 
for completion of the transaction is mainly based on the following sources:  
 

− In July 2019, Ithaca entered into an agreement with a consortium of international banks for 
the provision of a reserve based lending facility of USD 1,650 million (“the RBL Facility”), 
which was provided to Ithaca to finance its acquisition of CNSL, subject to its completion. 
The RBL Facility was provided for a period of five years. Most of the RBL Facility bears 
annual interest of Libor + 3% in the first four years and 3.25% in the fifth year. A facility of 
USD 550 million out of the total amount will serve as an unused facility, half of which was 
used by Ithaca to provide collateral for the abandonment obligations of CNSL in the 
acquired assets as set out above, and this amount will bear annual interest at a rate of 
1.5% in the first four years and 1.625% in the fifth year. The other half can only be utilized if 
certain conditions are fulfilled, based mainly on the expected production rate and 
forecasted prices of oil and gas. 

Under the terms of the RBL Facility, Ithaca undertook maintain the financial and 
operational covenants, as follows: 

− All the sources should be above the total expected uses in the next 12 months (or for 
a longer period to start production from the development, if possible). 

− The ratio between the net present value of the secured cash flows under the RBL 
Facility for the life of the projects and the amount drawn under the RBL Facility will not 
fall below 1:1.15.  

− The ratio between the net present value of the secured cash flows under the credit 
facilities for the life of the RBL Facility and the amount drawn under the credit facility 
will not fall below 1:1.05. 

In addition, financial covenants and ratios were set out in the credit agreement, with which 
Ithaca is required to comply in order to distribute dividends to its shareholders and increase 
or maintain the RBL Facility at the reassessment dates set out in the agreement.   

As at December 31, 2019, the balance of the RBL Facility amounts to USD 1,055 million 
(as at the approval date of the financial statements, USD 900 million). 

To secure the RBL Facility, Ithaca pledged the shares of subsidiaries that directly hold 
rights in the oil assets in a first degree lien, and created floating and fixed liens on the 
assets, as is standard in this type of transaction. 

As at December 31, 2019, Ithaca is in compliance with all the financial and operating 
covenants. 

− In July 2019, Ithaca completed an issue of debentures amounting to USD 500 million. 
Under the terms of the issue, the principal of the debentures will be repaid within five years 
and the annual interest rate set in the tender is 9.375% (paid every six months). The 
debentures were issued without any collateral, and Ithaca used the consideration from the 
issue to finance the CNSL transaction. The consideration of the issuance was held in trust 
until completion of the acquisition agreement. According to the terms of the debentures, 
there are no current financial or operational covenants other than financial limitations and 
covenants on the distribution of the dividend by Ithaca (distribution of a dividend is limited 
to up to 50% of the net profit of Ithaca and for the distribution, Ithaca is required to comply 
with a leverage ratio of 1.3). 
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F. Investment in shares of Ithaca Energy Limited ("Ithaca") (contd.) 
 

3. (contd.) 
 

− In November 2019, DKL Energy Limited (a wholly-owned subsidiary of the Company, 
which holds Ithaca shares - “DKL Energy) raised a loan from a foreign bank in the amount 
of USD 200 million. USD 50 million of the loan principal will be repaid in November 2020, 
another USD 50 million will be repaid in February 2021, and the balance will be repaid in 
May 2021 or when Ithaca is listed on the London Stock Exchange, whichever is the earlier. 
The loan will bear interest based on Libor plus 6.5% per year in the first 12 months of the 
loan life (as at December 31, 2019, the total interest rate is 8.6%) and will increase by 
0.5% in each of the next three-month periods. DKL has the right to make early repayment 
subject to the terms defined in the loan agreement. To secure the loan, Ithaca shares were 
pledged to the lender. The loan is at limited recourse terms to the Company, and the 
Company is a guarantor to the lender for DKL Energy’s commitment to pay the loan 
interest, DKL Energy’s commitment to add securities in the event of the first margin call (as 
set out below), and in exceptional cases of breach. In addition, standard limitations for this 
type of agreement were stipulated on the increase of the existing debt and additional 
provisions, including definition of cases in which the lender had the right to call for 
immediate repayment of the loan, including in cases of change in control, nationalization, 
insolvency, and a 50% fall in value of one of the following: the index of benchmark 
companies, the FTSE-100 Index, and the Company’s shares. It was also stipulated that 
50% of the loan will be repaid immediately if the rating for the State of Israel is downgraded 
(below A+) or the rating of Delek Group is downgraded (below the A group), and margin 
call events were defined, according to which if there is a 20% decrease in the value of the 
index of benchmark companies (as defined in the loan agreement) or in the FTSE-100 
Index, the borrower will be required to deposit cash in the value of decrease as defined. 
Under the loan terms, financial covenants were stipulated according to which the ratio of 
total net debt to net profit before taxes and financing, net of depreciation and amortization 
and net of appraisal and exploration expenses  (EBITDAX) does not exceed 2.5. 
Subsequent to the balance sheet date, on February 24, 2020, the index of benchmark 
companies reached a price level which, according to the loan documents, requires a call 
for payment of the deposit. At the end of that day, DKL Energy received a call for to provide 
a deposit in the amount of USD 43.3 million, which was deposited on February 25, 2020. 
On March 10, 2020, DKL Energy received a notice from the Bank stating that there was a 
decrease of more than 50% in the Company’s share price and a letter reserving the Bank’s 
rights without a call for early repayment.  On March 18, 2020, DKL Energy received 
another notice from the Bank regarding a further decrease in the price of the index of 
benchmark companies and a letter reserving the Bank’s rights, and in this case too, there 
was no demand for an additional deposit or call for early repayment. On April 3, 2020, DKL 
Energy received another notice from the Bank according to which the downgrade in the 
rating of the Company’s debentures by Maalot confers on the Bank the right to early 
repayment of USD 100 million. The Bank announced that it reserves its rights and it is not 
calling for repayment of the amount at this time. It should be noted that, as set out above, 
the loan is secured by a lien of the non-marketable shares of the companies (Ithaca and its 
direct parent company). 

− The consideration for the acquisition, including the deposit made when signing the 
agreement, was financed by the independent sources of the Company and Ithaca, and in 
view of the financing provided by the Company in the transaction, the Company’s existing 
guarantee to Ithaca in the amount of USD 300 million was cancelled. 
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F. Investment in shares of Ithaca Energy Limited ("Ithaca") (contd.) 
 

3. (contd.) 
 

The assets and liabilities of CNSL are consolidated in Ithaca's financial statements as from the 
closing date of the transaction. Ithaca recognized the fair value of the assets acquired and the 
liabilities assumed in the business combination on a provisional basis, based on the draft 
valuation prepared by an outside valuator, based, among other things, on the reserves of the 
acquired assets as estimated by an external independent reserves assessor. The key 
assumptions used to assess the value are the same as those used to test for impairment and 
they are set out in Note 14B (3) below. The consideration for the acquisition and the fair value of 
the acquired assets and liabilities are adjustable finally up to twelve months from the acquisition 
date. 
 
Temporary fair value of the identifiable assets acquired and liabilities assumed in the business 
combination at the acquisition date: 
 

  USD million 
   

Current assets   145 

Investments in oil and gas exploration and production  2,159 

Fixed assets, net  10 

Other long-term assets  200 

  2,514 

   

Current liabilities  133 

Non-current liabilities (mainly liabilities for disposal)  967 

Deferred taxes, net  492 

  1,592 

   

Identifiable assets, net  922 

Goodwill *)  805 

   
Total cost of acquisition  1,727 

*)  The goodwill is mainly "technical" and arises from recognition of a deferred tax liability in view of the 
fair value of the oil and gas assets for their tax basis as well as for the discounting gaps of the liability 
for disposal of assets for interest used to calculate the fair value and the risk-free interest according 
to which the liability is measured in the financial statements. 

 
Transaction costs for acquisition of the investment amounted to USD 17 million and were 
recognized in the statement of income under other expenses, net. 
 
As from the acquisition date and up to the end of 2019, CNSL contributed an amount of USD 29 
million to the net profit attributable to the Company's shareholders and an amount of USD 175 
million to revenue. Had the business combination been performed at the beginning of the year, 
the consolidated net profit attributable to the Company’s shareholders would have increased by 
USD 144 million and the total consolidated revenue would have increased by USD 916 million. 
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F. Investment in shares of Ithaca Energy Limited ("Ithaca") (contd.) 
 

4. Ithaca performed hedging transactions (mainly put and swap)on the price of oil and gas for part 
of the future output in the coming years.  

 
In the first trimester of 2020, Ithaca exercised some of the hedging transactions and, on the 
other hand, acquired additional hedging transactions. The total  consideration (net) received by 
Ithaca from the transactions amounted to USD 156 million.  
 
For information about the open hedging transactions on oil and gas prices, as at December 31, 
2019 and shortly before the approval date of the financial statements, see Note 20A. 
 

5. For information about the issue of a convertible financial instrument in the amount of USD 50 
million, see Note 19 to the financial statements. 

 
6. For information about Ithaca’s oil and gas assets (including CNSL), see Notes 12R and 24. 
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G. Delek Automotive Systems Ltd. (“Delek Automotive”) 
 

The Group held 22.5% of the shares of Delek Automotive. Delek Automotive imports and sells 
vehicles and parts and engages in environmental quality.  
In 2018 and 2017, the Company included losses for impairment in its investment in Delek 
Automotive in the amount of NIS 164 million and NIS 250 million, respectively.  
On December 8, 2019, the Company sold 7.5% of the share capital of Delek Automotive to the 
controlling shareholder in Delek Automotive, in an off-floor transaction, for a consideration of NIS 135 
million. In addition, on December 11, 2019, the Company sold its remaining shares in Delek 
Automotive (14.99%) to third parties, in an off-floor transaction, for a consideration of NIS 269 
million.  
The total contribution of Delek Automotive to the net profit attributable to the Company's 
shareholders in 2019 amounted to a profit of NIS 132 million, of which an amount of NIS 117 million 
in the fourth quarter of 2019, including due to the above disposals (in 2018 and in 2017, amounting 
to a loss of NIS 241 million and NIS 101 million, respectively). Since Delek Automotive reported as a 
reportable segment in prior periods, the contribution of Delek to the Group’s results is included under 
profit (loss) from discontinued operations, net, and comparative figures for prior years were 
reclassified. 

 
H. Tamar Petroleum Ltd. (“Tamar Petroleum”) 
 

Delek Drilling holds 22.6% of the issued and paid-up share capital of Tamar Petroleum and 13.42% 
of the voting rights in Tamar Petroleum (the securities of Tamar Petroleum are traded on the TASE 
and it holds 9.25% of the rights in the Tamar reservoir). In view of the resignation of the CEO of the 
general partner of Delek Drilling from his position as a director in Tamar Petroleum, effective as from 
March 6, 2019, and taking into consideration the voting rights of Delek Drilling in Tamar Petroleum, 
Delek Drilling no longer has material influence in Tamar Petroleum, and as such, Delek Drilling 
discontinued the accounting treatment of its investment in Tamar Petroleum as an investment 
accounted for under the equity method, and began accounting for it as a financial asset at fair value 
through other comprehensive income. 
Accordingly, the Group recognized a loss of NIS 134 million (USD 36.6 million), under other income 
(expenses), net, mainly due to the recognition of the holding in Tamar Petroleum at fair value 
(market value) at the resignation date. The share of the Company's shareholders in the loss 
amounted to NIS 80 million. As from that date, any change in the market value of the investment in 
Tamar Petroleum is recognized in other comprehensive income (loss), other than dividend revenue, 
which will be recognized in the statement of income. As at December 31, 2019, the market value of 
the holdings of Delek Drilling in Tamar Petroleum shares amounted to USD 46.4 million (NIS 160 
million). In the reporting period, the Group recognized other comprehensive loss of NIS 147 million 
(USD 41 million). The share of the Company’s shareholders in the other comprehensive loss is NIS 
88 million (USD 25 million). The market value of the investment in Tamar Petroleum shortly before 
the approval of the financial statements amounts to USD 13.4 million (NIS 47 million). 
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I. IDE Holdings Ltd. (“IDE”) 
 

1. On February 28, 2019, the transaction for the sale of 30% of the share capital of IDE Holdings 
Ltd. (“IDE”) was completed, such that after completion of the transaction, the Group holds 20% 
of its shares. The shares were sold to Alpha Water 2, a limited partnership holding the 
remaining 50% of the shares of IDE shortly before the transaction. The Group received a total 
consideration of NIS 530 million for the transaction. An amount of NIS 348 million was received 
as payment for the sold shares and an amount of NIS 180 million was received by way of 
distribution of a dividend from IDE. The profit arising for the Group from the sale of the shares 
amounted to NIS 123 million (after the effect of tax) and was included under other income, net. 
In addition, on the closing date of the transaction, the parties will sign a shareholders' 
agreement that includes the right of first refusal, a tag along right, and the right to appoint a 
director to the board of directors of IDE by the Company. The Group continued to account for 
the investment in IDE using the equity method.  
As at December 31, 2018, the balance of the sold shares (30%) is recognized under assets held 
for sale and amounts to NIS 264 million. 

 
2. Subsequent to the balance sheet date, in March 2020, the Group sold the balance of its 

investment (20%) in IDE for NIS 164 million. In view of the aforesaid, in the first quarter of 2020, 
the Group is expected to recognize a net profit (after the effect of tax) of NIS 20 million. 

 
J.  Investment in Delek Drilling 
 

Subsequent to the balance sheet date, on March 14, 2020, in view of the sharp decline in the value 
of the participating units of Delek Drilling (see Note 1B and C), a foreign bank contacted Delek 
Energy, claiming that for a loan secured by a lien in its favor on participating units representing 15% 
of the capital of Delek Drilling, and in view of the impairment of this collateral, it has grounds to call 
for immediate repayment of the debt and it demands its immediate repayment. Delek Energy 
informed the bank that it disputed its claim regarding the call for repayment of the debt, and that its 
position under the special circumstances in global markets, due, among other things, to the 
coronavirus epidemic, did not constitute grounds to call for immediate repayment of the debt and it 
will invest all efforts at its disposal to uphold this right. 
On March 15, 2019, the foreign bank announced that it had entered into an agreement for the sale of 
142,341,547 participating units (12% of the Partnership’s capital) in an amount equal to the balance 
of the loan at that date of USD 57 million, representing a significantly lower price than the market 
price fixed on the last trading day preceding the transaction. 
 Subsequent to the balance sheet date, on March 25, 2020, Delek Energy entered into an agreement 
with a third party that claimed it had entered into an agreement for the purchase of the participating 
units from the foreign bank (“the Bidder”) and that it had reached agreements according to which the 
agreement between the bank and the Bidder will be completed and shortly thereafter, most of the 
participating units (7% out of 12%) for which the agreement between the Bidder and the bank was 
signed will be repurchased by Delek Energy. 
Under the agreement with the Bidder, Delek Energy purchased from the Bidder 83,768,194 
participating units, representing 7% of the Partnership’s share capital, for a consideration of USD 
35.8 million (the unit price is the same as the price at which the Bidder purchased the participating 
units from the bank, plus USD 2.5 million).  
The agreement stipulates that if the Bidder wishes to sell the remaining units that it holds (5%), in 
whole or in part, Delek Energy will have the right of first refusal to announce, within predetermined 
times, that it wishes to purchase the units offered for sale at a price that will not exceed the closing 
price of the units on the TASE on the day preceding the date of the Bidder's notice of the sale. 
Transactions between parties related to the Bidder are excluded from the above, as well as 
transactions lower than the level specified, starting from a given date. 
Delek Energy has reached an agreement with the foreign bank whereby subject to waiving the 
mutual claims and completion of the transaction with the Bidder, the balance of units held by the 
foreign bank (3% of the Partnership capital) were released and transferred to Delek Energy. 
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J.  Investment in Delek Drilling (contd.) 
 

In view of the above, as at the approval date of the financial statements, the Group directly and 
indirectly holds 55% of the capital of Delek Drilling. As a result of the above (net disposal of 5% of 
the capital of Delek Drilling), the capital attributable to the Company’s shareholders is expected to 
decrease, at this stage (based on the information in the financial statements as at December 31, 
2019) by NIS 300 million (in addition for recognition in capital reserve from transactions with non-
controlling interests). 
For information about the lien of the participating units see Note 1C and Note 25. For information 
about the oil and gas assets of Delek Drilling see Note 12.  
 

K. Navitas Petroleum Limited ("Navitas") 
 

In October 2015, the Company sold all its shares in Navitas (which conferred 50% of the voting 
rights and 60% of the rights to profits) to Gideon Tadmor (who was an officer in the Group) and other 
investors ("the Tadmor Group"). The consideration for the transaction was set at the par value of the 
transferred shares.  
 
On the completion date of the transaction, the balance of the loan provided to Navitas amounted to 
USD 26.2 million (NIS 102 million). The loan bears annual interest at the rate of Libor + 5%.  
 
 To secure the repayment of the loan, all the shares of Navitas that are held by the Tadmor Group 
were pledged, and all their underlying rights in non-recourse terms, and Gideon Tadmor provided a 
personal guarantee to secure the repayment of USD 6.3 million (as at December 31, 2019, the 
balance of the guarantee amounts to USD 1.2 million).  
 
As at December 31, 2019, the loan to Navitas in the Company’s financial statements amounts to 
USD 5 million, and it is due to be repaid in 2020.  
 

L. Delek Energy 
 

In October 2018, the Company completed an exchange tender offer in which the Group purchased 
all the shares of Delek Energy held by the public, for a consideration that included 33,298,540 
participating units of Delek Drilling, NIS 387 million in cash, and 556,994 of the Company’s shares 
held by the subsidiary. Subsequent to completion of the tender offer, the Company holds the entire 
issued and paid up share capital of Delek Energy. In addition, following the tender offer, the 
Company’s effective holding in Delek Drilling increased to 59.83%. 
As a result of the tender offer, the equity attributable to the shareholders of the Company decreased 
by NIS 152 million (mainly due to recognition of a negative capital reserve for transactions with 
holders of non-controlling interests). 
 

M. Gadot Biochemical Industries Ltd. (“Gadot”) 
 

On April 30, 2018, the Company and Fortissimo Capital Fund IV LP entered into an agreement for 
the sale of all of its holdings in a subsidiary, Gadot for a consideration of NIS 40 million (USD 11 
million), subject to adjustments set out in the agreement. The sale does not include the land on 
which the Gadot plant is located, which is transferred to the Company, as set out below, and will be 
leased to Gadot for 20 years. Following the transaction, the Group recognized a loss (including for 
recognition in the statement of income of capital reserves for foreign currency translation differences 
for foreign operations ) in the amount of NIS 37 million.  
Shortly before entering into the agreement, the land on which the Gadot plant is located was sold to 
the Company against repayment of the capital notes issued by Gadot to the Company. The value of 
the land is assessed at NIS 32 million (USD 9 million). Subsequent to the balance sheet date, in 
March 2020, the land was sold to Gadot. For further information, see Note 11. 
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N. Cohen Development Gas and Oil Ltd. (“Cohen Development”) 
   

Subsequent to the balance sheet date, on April 19, 2020, an agreement was signed and a 
transaction completed for the sale of the Company’s entire share capital in Cohen Development, 
amounting to 51.76% of the issued and paid-up share capital of Cohen Development (“the Sold 
Shares”) for a cash consideration of NIS 207 million. In addition to the cash consideration, the 
Company will be entitled to its share of the payment of a dividend of USD 5 million from Cohen 
Development, which was paid on March 21, 2020, (the Company’s share is USD 2.6 million).  
The Sold Shares were sold to three different buyers in unequal parts, each purchased separately. 
The consideration received by the Company from the sale of the shares of Cohen Development were 
deposited in the Company's bank account, with half of the consideration to be released for the 
Company to use for its current requirements and the other half will be pledged in favor of the bank as 
a deposit (instead of the bank lien on the Sold Shares and in addition to the existing lien on the 
participating units in its favor). The Company has undertaken to the bank that the consideration 
released to it will be used by the Company for its current needs and will not be used to make early 
repayment to any creditor or any third party, nor to reinforce the collateral for any creditor or third 
party, and that the violation of the foregoing will represent an event of default towards the bank.  
As at December 31, 2019, the balance of the Company's direct investment in Cohen Development 
(before the effect of the dividend) amounted to NIS 305 million. As a result of the transaction, at this 
stage, the Company is expected to recognize the loss (based on the financial statements as at 
December 31, 2019) amounting to NIS 200 million ((including for recognition in the statement of 
income of the foreign operation translation reserve and due to the theoretical disposal of some of the 
gas and oil assets, as well as the realization of the royalties to which Cohen is entitled).  
 

O. Delek Drilling holds 25% of the share capital of EMED Pipeline BV (“EMED”), which was established 
for the purpose of the acquisition of EMG shares and the acquisition of rights in the EMG pipeline 
(see Note 12E below).  The balance of the investment of Delek Drilling in EMED as at December 31, 
2019, amounts to USD 75 million (NIS 259 million).  
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P. Information about non-controlling interests 
 

December 31, 2019 
 

Company 

Rate of holding in 
share capital and 

voting rights of holders 
of non-controlling 

interests 
Current 
assets 

Non-current 
assets 

Insurance 
and finance 

assets 
Current 

liabilities 
Non-current 

liabilities 

Insurance 
and finance 

liabilities 
Total 

assets, net 

Carrying amount 
of holders of non-

controlling 
interests 

 % NIS millions 

          

Energy in Israel (*) (*) 1,588 21,120 - 3,026 12,390 - 7,292 3,440 
Others         4 

Total 
        3,444 

 
2019 
 

Company Revenue 
Net 

profit  

Other 
comprehensive 
income (loss) 

Total 
comprehensive 

income 

Profit 
attributable 

to holders of 
non-

controlling 
interests 

Total 
comprehensive 
income (loss) 
attributable to 

holders of non-
controlling 
interests 

Cash flows 
from 

operating 
activities 

Cash flows 
from 

investing 
activities 

Cash flows 
from 

finance 
activities 

Translation 
differences 

Increase in 
cash and 

cash 
equivalents 

Dividends 
paid to 

holders of 
non-

controlling 
interests 

 NIS millions 

             

Energy in Israel (*) 1,305 648 (401) 247 315 (377) 1,161 (2,800) 1,649 (47) (37) 319 

The Phoenix (**) 14,878 275 327 602 235 123 2,377 (360) 294 - 2,311 304 

Others     2 3      - 

Total     552  (251)      623 

(*)  Refers to Cohen Development, and Delek Drilling (the effective non-controlling interest rate is 40%). 

**)  Including non-controlling interests in the financial statements of The Phoenix The holding rate of the non-controlling rights is 55%. The figures are for the period from 
the beginning of the year until the date of sale of control as set out in section E(6) above. 
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P. Information about non-controlling interests 

 
December 31, 2018 
 

Company 

Rate of holding in 
share capital and 

voting rights of holders 
of non-controlling 

interests 
Current 
assets 

Non-current 
assets 

Insurance 
and finance 

assets 
Current 

liabilities 
Non-current 

liabilities 

Insurance 
and finance 

liabilities 
Total 

assets, net 

Carrying amount 
of holders of non-

controlling 
interests 

 % NIS millions 

          

Energy in Israel (*) (*) 2,366 19,724 - 701 12,472 - 8,917 3,818 

The Phoenix (**) 69.5 - - 91,167 - - 84,734 6,433 3,483 

Others         4 

Total         7,305 

 
2018 
 

Company Revenue 
Net 

profit  

Other 
comprehensive 
income (loss) 

Total 
comprehensive 

income 

Profit 
attributable 

to holders of 
non-

controlling 
interests 

Total 
comprehensive 
income (loss) 
attributable to 

holders of non-
controlling 
interests 

Cash flows 
from 

operating 
activities 

Cash flows 
from 

investing 
activities 

Cash flows 
from 

finance 
activities 

Translation 
differences 

Increase in 
cash and 

cash 
equivalents 

Dividends 
paid to 

holders of 
non-

controlling 
interests 

 NIS millions 

             

Energy in Israel (*) 1,384 964 290 1,254 404 288 993 (1,899) 941 (109) (74) 97 

The Phoenix (**) 11,507 695 (137) 558 359 (77) (818) (252) 587 - (483) 68 

Others     - -      3 

Total     763 211      168 

(*)  Refers to Delek Energy, Cohen Development, and Delek Drilling (the effective non-controlling interest rate is 40%). 

**)  Including non-controlling interests in the financial statements of The Phoenix The rate of holding of non-controlling interests in voting rights in The Phoenix was 55%. 
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P. Information about non-controlling interests (contd.) 
 

December 31, 2017 
 

Company 

Rate of holding in 
share capital and 

voting rights of holders 
of non-controlling 

interests 
Current 
assets 

Non-current 
assets 

Insurance 
and finance 

assets 
Current 

liabilities 
Non-current 

liabilities 

Insurance 
and finance 

liabilities 
Total 

assets, net 

Carrying amount 
of holders of non-

controlling 
interests 

 % NIS millions 

          

Energy in Israel (*) (*) 2,386 16,116 - 1,787 8,804 - 7,911 3,452 

The Phoenix (**) 52.8 - - 112,429 - - 106,684 5,745 3,021 

Others         7 

Total         6,480 

 
2017 
 

Company Revenue 
Net 

profit  

Other 
comprehensive 
income (loss) 

Total 
comprehensiv

e income 

Profit 
attributable 

to holders of 
non-

controlling 
interests 

Total 
comprehensive 
income (loss) 
attributable to 

holders of non-
controlling 
interests 

Cash flows 
from 

operating 
activities 

Cash flows 
from 

investing 
activities 

Cash flows 
from 

finance 
activities 

Translation 
differences 

Increase in 
cash and 

cash 
equivalents 

Dividends 
paid to 

holders of 
non-

controlling 
interests 

 NIS millions 

             

Energy in Israel (*) 1,572 1,995 (438) 1,557 851 (367) 792 859 (2,783) (109) (1,241) 1,529 

The Phoenix (**) 15,450 720 155 875 371 80 220 (181) 520 - 559 7 

Others     - -      - 

Total     1,222 (287)      1,536 

(*)  Refers to Delek Energy, Cohen and Development, Delek Drilling and Avner (the effective non-controlling interest rate is 44%). 

**)  Including non-controlling interests in the financial statements of The Phoenix The rate of holding of non-controlling interests in voting rights in The Phoenix is 52.9%. 
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NOTE 11 – INVESTMENT PROPERTY 
 
Movement 
 

 
2019 2018 

 NIS millions  

Balance as at January 1  406 359 

Acquisitions and additions  - 85 

Disposals  (15) - 

Transfer to fixed assets - (3) 

Transfer from fixed assets - 46 

Reclassification to assets held for sale - (80) 

Fair value adjustment  41 (1) 

Balance as at December 31 432 406 
   

 
1. In 2016, the Company acquired an office and retail building in Herzliya (the building has four 

floors above ground, covering 11 thousand square meters, and three floors of underground 
parking) for a consideration of NIS 260 million.  
The acquired office building is partly used by the Group companies (and is recognized under 
fixed assets) and serves mainly as investment property. In 2017, it was decided to reclassify the 
office building that is not used by the Group companies to a hotel leased and operated by a 
third party, and the Company started to make further investments to convert the building into a 
hotel. In May 2018, the hotel started to operate in accordance with the lease agreement signed 
between the Company and the operating company of Fattal Hotels Ltd. ("Fattal").  
On January 2, 2019, the Company and Fattal signed an agreement according to which 28.3% of 
the ownership rights of the Company in the property were sold to Fattal for NIS 103 million, and 
1/3 of the rental fees paid by it under the lease agreement was transferred to Fattal (as a result, 
the investment property as at December 31, 2018 was classified as an asset held for sale). As 
part of the transaction, the Company entered into a loan agreement with Fattal, according to 
which the Company provided Fattal with a loan of NIS 39 million, linked to the CPI and bearing 
interest at a rate of 2.96%, to pay the consideration. As at February 3, 2019, all the 
preconditions set out in the sales had been fulfilled. As a result of the transaction, in 2019, the 
Company recognized a profit of NIS 23 million, which was included under other income, net. 
 

2. As at December 31, 2019, the Group companies estimated the fair value of investment property, 
through an independent external real estate appraiser. In this context, the assessment of the 
building was performed according to the average of the comparative approach for transaction 
prices of similar properties in the area and the calculation based on future revenues from 
appropriate rental fees at a discount rate of 7% plus the value of the additional potential rights, 
which are in the preparation process but have been approved for deposit by the district 
committee. According to the assessment, as at December 31, 2019, the value of the building 
(the Company’s share comprising investment property), including the value of the additional 
potential rights, amounts to NIS 190 million. In addition, the Group has rights to real estate 
located in Acre. As at December 31, 2019, the Company estimated the fair value of investment 
property through an independent external real estate appraiser. The fair value is based on 
comparative transactions and is estimated at NIS 160 million (NIS 130 million after deducting 
the estimated liabilities for the land). 

 
3. Subsequent to the balance sheet date, in March 2020, an agreement was signed between the 

Company and Gadot whereby Gadot acquired all of the Company's ownership rights to land in 
Haifa Bay, on which the Gadot plant is located and which was leased to Gadot for 20 years. The 
Company acquired the land shortly before the Gadot sale in April 2018 against repayment of the 
capital notes issued to the Company in the past.  The consideration of the sale amounts to NIS 
33 million, which is close to the carrying amount of the land as at December 31, 2019. 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION 
 
The Group operates mainly through Delek Drilling - Limited Partnership (“Delek Drilling” or “the 
Partnership”) in a number of joint ventures for the exploration, development, and production of oil, 
natural gas, and condensate in the exclusive economic zone of Israel and Cyprus, and sells natural 
gas and condensate to a variety of customers. The Group also operates through Ithaca in oil and gas 
exploration and production in the North Sea (see also section R and Note 10F above) . As from the 
beginning of 2018, the Group began to operate through a foreign subsidiary, Delek GOM 
Investments LLC (“Delek GOM”) for exploration, development, and production of oil and gas in the 
Gulf of Mexico in the United States (see also section S below). 
 

A. Composition 
 

 

Exploration 
and appraisal 

assets  

Oil and gas 
production 

assets Total 

Cost NIS millions 

Balance as at January 1, 2018 910 17,289 18,199 
    
Additions during the year:    

Entry into consolidation - 1,490 1,490 
Investments 231 3,228 3,459 
Disposals - (526) (526) 
Foreign currency translation differences for foreign 
operations 72 1,484 1,556 
    

Balance as at December 31, 2018 1,213 22,965 24,178 
    
Additions during the year:    

Effect of initial application of IFRS 16 (*)  (113) (113) 
Entry into consolidation - 7,554 7,554 
Investments 92 3,101 3,193 
Disposals - (135) (135) 
Deconsolidation - (53) (53) 
Foreign currency translation differences for foreign 
operations (98) (1,994) (2,092) 
    

Balance as at December 31, 2019 1,207 31,325 32,532 
    
Accumulated depreciation, depletion and 
amortization        

Balance as at January 1, 2018 - 2,680 2,680 
    
Additions - 519 519 
Disposals - (156) (156) 

Provision for impairment 40 44 84 

Adjustments for translation of financial statements of 
foreign operations - 207 207 
    

Balance as at December 31, 2018 40 3,294 3,334 
    
Effect of initial application of FRS 16 - (24) (24) 
Additions  - 891 891 
Disposals - (30) (30) 
Deconsolidation - (6) (6) 
Provision for impairment (**) 251 696 947 
Adjustments for translation of financial statements of  
  foreign operations (3) (264) (267) 
    

Balance as at December 31, 2019 288 4,557 4,845 
    

Depreciated cost as at December 31, 2019 919 26,768 27,687 
    

Depreciated cost as at December 31, 2018 1,173 19,671 20,844 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
A. Composition (contd.) 
 

(*)  The balance of oil and gas production assets as at December 31, 2019 included an amount of 
USD 25 million (NIS 113 million) for leasehold rights in a drilling facility at the Pierce reservoir, in 
which Ithaca is not an operator. On initial application of IFRS 16, Leases, for the consistent 
application of the standard and the accounting practice set out for its application in the oil and 
gas sector, Ithaca derecognized the right of use for the asset and the related liability, since, 
according to the accounting practice in the sector, the partner that is not an operator does not 
control the leasehold rights in the drilling facility.  

 
(**)  See sections R and S below. 
 
Composition according to joint ventures/reservoirs (1): 
 

 December 31 

 2019 2018 

 NIS millions 

Oil and gas assets in Israel and its surroundings   

 Yam Tethys joint venture (Mari B and Noa) - 3 
 Michal Matan joint venture (Tamar and Dalit)  4,819 5,468 

 Ratio Yam joint venture (Leviathan) 11,962 10,566 

 16,781 16,037 

Exploration and appraisal assets in Israel and its surroundings   

 Block 12, Cyprus  915 987 

 Other assets  4 - 

 919 987 

   

Oil and gas assets in the North Sea   

 Assets in the Greater Stella area (“GSA”) 2,174 2,998 
 Captain area 5,063 - 

 Other assets 2,750 635 

 9,987 3,633 

   

Exploration and appraisal assets in the Gulf of Mexico - 187 

   

Total 27,687 20,844 
   

(1)  Including attribution of surplus cost  
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
B. Rights in oil and gas exploration licenses 
 

1. The rights of the Company and the Partnership in oil and gas exploration licenses in 
Israel and its surroundings 

 

Project 
Name of 

lease/license 

Lease/ 
concessi

on 

The rights 
are valid 

until 

The 
participatio

n rate of 
the 

Company 

The 
participation 

rate of the 
Delek Drilling 
Partnership 

Noble 
Energy 

Mediterrane
an Limited 

("the 
Operator" or 

"Noble") Others 

Israel        

Yam Tethys 
project Ashkelon Lease 

June 10, 
2032 

4.441% 48.50% 47.06% - 

Yam Tethys 
project Noa Lease 

January 1, 
2030 

4.441% 48.50% 47.06% - 

Michal and Matan I/12 Tamar Lease 
December 
1, 2038 

- 22% (**) 25% 36.25% 

Michal and Matan I/13 Dalit Lease 
December 
1, 2038 

- 22% (**) 25% 36.25% 

Ratio Yam 
I/14 Leviathan 
South and I/15 
Leviathan North Leases 

February 
13, 2044 - 45.34% 39.66% 15.00% 

Ofek Hadash  405/Ofek Hadash license 
June 20, 
2021 

- 25% - 75% 

Yahel Hadash 
406/Yahel 
Hadash license 

June 20, 
2021 

- 25% - 75% 

Cyprus        

Aphrodite Block 12  license 
November 
7, 2044 

- 30.00% 35.00%(*) 35.00% 

*)  Operator of the JOA in Cyprus, Noble Energy International Ltd. 

(**)  Not including the Partnership’s 3.79% holding in the Tamar lease through its holdings in Tamar 
Petroleum (out of 100%) 

 
(1)  The validity of the oil rights are extended from time to time and is contingent on fulfilling the 

commitments on dates set out in terms of the oil assets Non-compliance with the 
commitments could lead to cancellation of the oil rights. 
The leases were issued under the Petroleum Law, and they grant the partners in the 
leases special rights to produce oil and natural gas from the respective lease area for 30 
years, with the right for a 20-year extension, in accordance with and subject to the 
provisions of the Petroleum Law.  

 
(2)  For information about the benefit for the rights to royalties from the sale of all the rights in 

the Karish and Tanin leases, see section G below. 
 
(3)  For information about the provisions of the Gas Outline Plan regarding the sale of Delek 

Drilling's holdings in the Tamar and Dalit leases, see section M1 below. 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
B. Rights in oil and gas exploration licenses (contd.) 
 

2. Ithaca’s rights in the main oil and gas exploration licenses in the North Sea 
 

Name of field Operator 

Ithaca’s rights as 
at  

 December 31, 
2019 

   
Greater Stella Area (GSA) in the North Sea    

Stella/Harrier lthaca 100% 

Vorlich BP 34% 

Hurricane lthaca 100% 

Austen lthaca 100% 

West Vorlich BP 34% 

Courageous lthaca 100% 

   

Captain field lthaca 85% 

   

Other fields in the North Sea   

West Don EnQuest 21.40% 

SW Don EnQuest 40% 

Ythan EnQuest 40% 

Cook lthaca 61.35% 

Pierce Shell 7.48% 

Fion lthaca 100% 

Broom EnQuest 8% 

Blue Sky lthaca 100% 

Alba Ithaca 23.40% 

Alder Ithaca 73.68% 

Erskine Ithaca 50% 

Britannia Chrysaor 32.38% 

Brodgar Chrysaor 6.25% 

Callanish Chrysaor 10.5% 

Elgin/Franklin Total 3.9% 

Enochdhu Chrysaor 50% 

Jade Chrysaor 19.93% 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
B. Rights in oil and gas exploration licenses (contd.) 
 

3. The rights of Delek GOM in the main oil and gas exploration licenses in the Gulf of 
Mexico 

 

Name of field Operator 

Rights of GOM 
as at December 

31, 2019 

   

Canoe GulfSlope 75% 

Tau GulfSlope 75% 

 
C. Michal and Matan joint venture (Tamar and Dalit leases) 
 

The Michal Matan joint venture is an oil and gas exploration, development, and production project in 
the area of the Tamar and Dalit leases. Noble is the operator of the joint venture. Production from the 
Tamar reservoir began in the first half of 2013.  
See section I below for information about the assessment of the gas and condensate. 
 
1)  Additional information about the Michal Matan joint venture: 

 
A. Development plan of the Tamar project 
 

The production system of the Tamar project includes six subsea production wells, each 
with a production capacity of up to 250 MMcf/d and a subsea production system 
connecting the production wells to the production platform, and is on the seabed. The 
subsea system has 10-inch pipelines which deliver natural gas and condensate from the 
wells to the subsea manifold. The manifold has two 16-inch exit pipes of 150 km each, 
which deliver natural gas and condensate to the production platform. The Tamar platform is 
25 km off the coast of Ashkelon and 2 km north of the Yam Tethys project platform (“the 
Tamar Platform"). The transmission system from the Tamar Platform consists of two parts: 
1. a pipeline from the platform to the receiving terminal, which includes a 20-inch pipeline 
connected to a 30-inch pipeline for the transmission of natural gas, a 10-inch pipeline for 
the supply of natural gas, and two 6-inch pipelines for the supply of condensate to the 
receiving terminal. 2. A pipeline connecting the Tamar Platform to the Yam Tethys 
platform, which includes a 16-inch pipeline for the supply of natural gas and an 8-inch 
pipeline for the supply of condensate. The receiving terminal includes a treatment system 
for the gas that flows from the platform, in compliance with environmental requirements, for 
transmission to the national transmission system of Israel National Gas Lines Ltd.  ("INGL") 
and the condensate flows through the pipeline to the nearby Paz Ashdod Refinery Ltd. In 
August 2016, the Minister of Energy granted the Tamar partners a license to operate the 
10-inch pipeline, which was originally intended for the delivery of condensate from the 
Tamar Platform, to deliver natural gas so as to increase the supply capacity of natural gas. 
The supply capacity of gas from the Tamar project (which includes the Tamar project 
facilities, compression systems, and handling and transmission systems of the Yam Tethys 
project, which were upgraded and adapted for use by the Tamar project) to the INGL 
pipeline, is 1.1 BCF per day at maximum production. 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
C. Michal and Matan joint venture (Tamar and Dalit leases) (contd.) 
 

1)  Additional information about the Michal Matan joint venture (contd.) 
 

B. Assessment of the option of expanding the supply capacity of the Tamar project  

 
The total supply capacity of the Tamar facilities is currently limited to a flow capacity of two 
16-inch pipelines. The Tamar partners are assessing options for expanding the supply 
capacity from the Tamar project (including development of the Tamar South West reservoir 
and/or drilling and/or completion of other production wells that will be connect to the 
existing subsea production system, as well as the installation of a third supply pipeline from 
the Tamar field to the Tamar Platform and/or to Mari B), if required, in accordance with the 
expected volume of demand in the local market and for exports. 

 
2)  Tamar South West reservoir (“Tamar SW”) and its development 

 
According to the development plan of the Tamar SW reservoir, which was approved by the 
Commissioner of Petroleum Affairs (‘the Commissioner”) in January 2019, and taking into 
consideration the provisions of the gas outline plan set out in Note 12O below, the Tamar SW 
reservoir will be developed connecting it to the offshore facilities of the Tamar project. The 
development cost of the Tamar SW reservoir was partially approved by the Tamar partners, and 
accordingly, equipment was purchased and various operations were carried out, including the 
installation of a subsea pipeline to connect the Tamar SW reservoir, which is currently underway 
and which is expected to be completed in 2020. It should be clarified that some of the reserves 
in the Tamar SW drilling are migrating to the area of the 353/Eran license. 
The Partnership believes that completion of the Tamar SW reservoir drilling and its connection 
to the production system is expected to begin in 2021. 
 

3)  Sale of the participating rights at a rate of 9.25% (out of 100%) of the rights in the Tamar 
and Dalit reservoirs 

 
On July 2, 2017, the Partnership signed a sale agreement ("the Sale Agreement" or "the 
Agreement") with Tamar Petroleum for the transfer of 9.25% of its rights in the Tamar and Dalit 
leases to Tamar Petroleum for NIS 3 billion (USD 837 million), which was received in cash and 
in shares. The transaction was completed on July 20, 2017, the effective date for the transfer of 
rights and obligations is July 1, 2017. Of the total Cash Consideration, the Partnership repaid 
USD 320 million for partial early repayment of four series of debentures, representing 20% of 
the unpaid balance of each of the debenture series (meaning, USD 80 million in each of the 
series).  
 
Under the agreement, the Partnership transfered to Tamar Petroleum the participating rights at 
a rate of 9.25% in the Tamar and Dalit leases, subject to the existing commitments to pay 
overriding royalties to the related parties, including the Company, and to third parties, as well 
the proportionate share (9.25%) of the rights and undertaking under the joint operating 
agreement, the agreements for the sale of gas from the Tamar lease, the agreement for the use 
of the Yam Tethys Facilities, shares of Tamar 10 Inch Ltd., approval for the operation of the 
Tamar Platform and the export approvals from Tamar (above and below: “the Object of the 
Sale”).  
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
C. Michal and Matan joint venture (Tamar and Dalit leases) (contd.) 
 

3)  Sale of the participating rights at a rate of 9.25% (out of 100%) of the rights in the Tamar 
and Dalit reservoirs (contd.) 
 
The Agreement stipulates that the Partnership will continue to be responsible (on the basis of 
the share of the Partnership prior to selling the rights) for the following issues, also after the 
closing date of the transaction: the arbitration for the production component tariff (see section 
L1b5 below); the claim regarding the royalties for the sale of gas from the Tamar project to 
customers of the Yam Tethys project, including for any liability in connection with these 
proceedings incurred subsequent to the record date; the motion for certification of a class action 
filed by a consumer of the IEC against the Tamar partners (see Note 24A2(2) below), for 
amounts received by the Partnership in the period prior to the record date; the liability for taxes 
and royalties to the State for the period prior to the record date, or for any profit, income or 
receipt of the Partnership in connection with the Object of the Sale (including if such tax 
assessment was made subsequent to the record date), with the exception of taxes relating to 
reports submitted prior to the record date to the tax authorities in connection with the Taxation of 
Profits from Natural Resources Law, 2011.  
 
The Sale Agreement also stipulates that if the Partnership holds shares of Tamar Petroleum 
subsequent to completion of the share issuance, the Partnership unilaterally waives all the 
voting rights attached to all the shares that it holds over and above shares in a number 
equalling 12% of the shares of Tamar Petroleum after completion of the issuance.  
 
As a result of the aforesaid completion of the sale of the shares of Tamar Petroleum, in the third 
quarter of 2017, the Group recognized a profit from the exercise of its holdings in Tamar 
Petroleum and from the fair value measurement of the investment in Tamar Petroleum (in view 
of the loss of control over Tamar Petroleum), amounting to NIS 1.5 billion before tax (profit net 
of tax attributable to the shareholders of the Company amounted to NIS 873 million). This 
amount also included the estimated fair value of the rights of the Group companies to royalties 
based on future production for the rights sold to Tamar Petroleum, which was estimated by an 
outside valuator at USD 126 million (NIS 449 million). For information about the sale of the 
rights of Delek Energy and the Company to royalties from the Tamar project see sections 4 and 
5 below. 
 
For information about the accounting treatment for the investment in Tamar Petroleum see Note 
10H above. 
 

4)  In June 2018, following the fulfillment of all the preconditions, including the registration of rights 
to royalties in the name of Delek Royalties 2012 Ltd. (“Delek Royalties”) in the Oil Register 
administered under the Petroleum Law, 1952, Delek Energy assigned to Delek Royalties in a 
final and irrevocable assignment of the right to royalties from Delek Drilling and the right to 
royalties from Tamar Petroleum (jointly below: “the Rights to Royalties”) as is at the signing date 
of the agreement, as well as all the rights attached to the rights to the royalties, including the 
liens registered in favor of the Partnership on the rights of Delek Drilling in the Tamar lease and 
the Dalit lease, against payment of the consideration (as defined below) to the Partnership, 
subject to the same conditions under which the Company held the Rights to Royalties at the 
signing date of the agreement. 
 
For the Rights to Royalties in the Tamar project, Delek Royalties paid Delek Energy a 
consideration of NIS 565 million, attributable to the share of Delek Energy in the Rights to 
Royalties from the Partnership in the amount of NIS 393 million and the share of Delek Energy 
in the Rights to Royalties from Tamar Petroleum in the amount of NIS 172 million.  
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C. Michal and Matan joint venture (Tamar and Dalit leases) (contd.) 

 
4)  (contd.) 
 

For the balance of the consideration for acquisition of the Rights to Royalties, Delek Royalties 
allotted to the Company 7,985,600 ordinary shares of Delek, Royalties of NIS 1 par value each, 
representing 39.93% of the issued and paid-up share capital of Delek Royalties after the 
allotment, and the Company irrevocably waived all the voting rights for these shares for as long 
as it holds them (shortly before the allotment of the shares, the Company held 1,000 shares of 
the company). In view of the Company's waiver of all the voting rights, the investment in the 
shares of Delek Royalties is accounted for as a financial asset at fair value through profit or 
loss. The balance of the investment in Delek Royalties as at December 31, 2019 amounted to 
NIS 68 million (December 31, 2018, NIS 80 million). 
 
In 2018, the Group recognized a profit of NIS 105 million from the sale of the Rights to Royalties 
from the Tamar project under other income in the statement of income in the amount, after 
derecognizing a relative part of the cost of the asset in the amount of NIS 260 million 
attributable to the Tamar project in the financial statements of the Group, since in practice, 
Delek Energy transferred to Delek Royalties part of the economic rights in the Tamar project 
and taking into account the deferral of income amounting to NIS 28 million attributable to the 
future estimated production costs that will be recognized throughout the entire production 
period, since the Group provides Delek Royalties with production services through the 
Partnership, for which Delek Royalties paid conceptually in advance when acquiring the rights. 
The profit after tax attributable to the Company’s shareholders from the sale of the Rights to 
Royalties from the Tamar project amounted to NIS 61 million. It is further noted that following 
the sale of the Rights to Royalties from the Tamar project, in the second quarter of 2018, the 
Group updated the fair value of the financial asset attributable to the right of the Group 
companies to receive royalties from Tamar Petroleum and recorded a loss of NIS 86 million.  
 
The royalties rights in the Tamar project to which Delek Energy was entitled prior to their 
transfer to Delek Royalties are at the following rates: Until the ROI date for the asset, royalties 
will be paid at the rate of 1.125% of the share of the Partnership and Tamar Petroleum in the 
asset for which the royalty right applies, as set out above, and after ROI, royalties will be paid at 
the rate of 4.875% of the share of the Partnership and Tamar Petroleum in the asset for which 
the royalty right applies (for information about the ROI date, see also sections L8 and 9 and 
Note 24A3 below). Whereas as at the transfer date of the rights, the royalty holders and the 
supervisor in the Partnership reviewed the working assumptions and the Partnership’s 
calculations regarding the ROI date, Delek Energy and Delek Royalties agreed as follows: 
 
A. The rate of royalties to which Delek Royalties will be entitled from the Tamar lease will, in 

any event, be the rate of the royalties after ROI (4.875%). 
 
B. If it is determined that the ROI date in the Tamar lease is after the Date of Entitlement to 

Royalties, Delek Energy will indemnify Delek Royalties in an amount equal to the wellhead 
market value of the difference between the actual royalty rate after ROI and the actual 
royalty rate prior to ROI, in a way that Delek Royalties will receive a cash flow according to 
the royalty rate after ROI in the Tamar lease. 

 
C. If, in the future, it is determined that Delek Royalties is required to return excess royalties 

that it received because the ROI date was after the Entitlement Date for Royalties, Delek 
Energy will indemnify Delek Royalties for the return of the royalties, even if the obligation to 
indemnify materializes after the Date of Entitlement to Royalties.  

 
D. It is clarified that Delek Energy's undertaking does not apply to royalties from the Dalit 

lease, if and when they are paid in the future. 
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C. Michal and Matan joint venture (Tamar and Dalit leases) (contd.) 
 

5)  On December 26, 2019, after fulfillment of the preconditions, the transaction was completed and 
the Company sold to a number of institutional entities (“the Buyers”) all of its direct rights to 
receive overriding royalties from the share of Delek Drilling (22%) and Tamar Petroleum 
(9.25%) on oil and/or gas and/or other valuable materials to be produced and utilized in the I/12 
Tamar and I/13 Dalit leases. Under the agreement for the sale, the right to overriding royalties 
was transfered to the Buyers retrospectively, as from April 1, 2019 (“the Record Date”) as is, 
and subject to the same conditions under which the Company held the right to the overriding 
royalties. The consideration in the agreement was set at USD 52.5 million less the receipts for 
the overriding royalties from the time of the Record Date to the completion date, such that the 
total cash consideration received is NIS 46.2 million.  
Under the agreement for the sale, on February 1, 2023, the parties will account and adjust the 
consideration, which may increase by up to USD 2 million or decrease by up to USD 1.5 million. 
In addition, if it is determined that the ROI date is after the Record Date, the Company will 
indemnify the Buyers in an amount equal to the wellhead market value of the difference 
between the actual royalty rate prior to the ROI date, in a way that the Buyers will receive 
royalties according to the rate of royalties after the ROI date. 
In 2019, the Group recognized a profit of NIS 20 million from the sale of the Rights to Royalties 
from the Tamar project under other income in the statement of income in the amount, after 
derecognizing a relative part of the cost of the asset in the amount of NIS 83 million attributable 
to the Tamar project in the financial statements of the Group, since in practice, the Group 
transferred to Delek Royalties part of the economic rights in the Tamar project and taking into 
account the deferral of income amounting to NIS 8 million attributable to the future estimated 
production costs that will be recognized throughout the entire production period, since the 
Group provides Delek Royalties with production services through the Partnership, for which 
Delek Royalties paid theoretically in advance when acquiring the rights. 

 
6) Impairment testing in the Tamar project 
 

Due, among other things, to the changes in 2019 in the share prices of the companies holding 
rights in the Tamar reservoir, and due to the decrease in the expected cash flows of the 
reservoir that was recently published for prior periods, and taking into consideration that the 
Group has material excess costs attributed in the past to the Tamar reservoir, as at December 
31, 2019, the Company assessed the need for including a provision for impairment for the 
Tamar reservoir. The assessment as based on the fair value, less selling costs. The indicative 
value is based on the value of the Tamar reservoir derived from the quoted market price of 
Tamar Petroleum shares as at December 31, 2019, plus the required adjustments (such as: the 
value of the debentures, other net financial assets) and adjustments for various royalty rates. 
Accordingly, the indicative value for the Company's share (linked) amounted to NIS 2.6 billion, 
which is higher than the carrying amount, net (the Company’s share) amounting to NIS 2.45 
billion as at December 31, 2019 . Therefore, at this stage, a provision for impairment is not 
recognized. It should be noted that the Company believes that the fair value of the reservoir is at 
least the above indicative value.  
Subsequent to the balance sheet date, as set out in Note 1 above, among other things, due to 
the Covid-19 Crisis and the plummeting prices of oil and natural gas, there was a significant 
decline in the share prices of companies holding the Tamar reservoir (including Tamar 
Petroleum), which could have a material adverse effect on the value of the Tamar reservoir and 
the need for a provision for impairment in subsequent periods. 
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D. Ratio Yam joint venture 
 

The Ratio Yam joint venture is a joint venture for exploration, development and production of oil and 
gas in the areas of the I/15 Leviathan North and I/14 Leviathan South leases (“the Leases”). Noble is 
the operator of the joint venture. 
 
See section I below for information about the assessment of the reserves and contingent resources. 
 
1. Plan for development of the Leviathan reservoir 
 

In June 2016, the Commissioner approved the development plan as submitted by Noble. On 
February 23, 2017, the Leviathan partners made a final investment decision (FID) for the 
development of Phase 1 – First Stage in the development plan of the Leviathan reservoir, with 
an annual capacity of 12 BCM, at a budget of USD 3.75 billion (100%, the share of the 
Partnership is USD 1.7 billion). It should be noted that as at the approval date of the financial 
statements, the reduction in the development budget amounted to USD 217 million (100%, the 
share of the Partnership is USD 98 million).  As at the balance sheet date, an amount of USD 
4.5 billion (including exploration drillings) has been invested in the project (100%, the 
Partnership’s share is USD 2 billion).  
 
As at the approval date of the financial statements, the development of Phase 1 – First Stage 
has been completed. In November 2019, the pilot of the Leviathan platform systems and the 
related infrastructure began. On December 31, 2019, natural gas started to flow from the 
Leviathan reservoir. On January 1, 2020, natural gas sales to Jordan began, and on January 
15, 2020, natural gas began to flow to Egypt. See section L2 for information about agreements 
for the sale of gas to Jordan and Egypt. See section 3 below for information about the ramp-up 
in production capacity from the Leviathan reservoir. 
 

2. Assessment of alternatives for increasing production in the Leviathan reservoir 
 

As at the approval date of the financial statements, the Partnership is assessing, together with 
its partners in the Leviathan Project, various alternatives for increasing production from the 
Leviathan reservoir beyond Phase 1 – First Stage, and concurrently with the assessment of 
Phase 1 – Second Stage, based on existing facilities, and are working to update the 
development plan accordingly, to allow expansion of annual production capacity to 24 BCM, all 
in accordance with current and expected demand in the local market and in regional and global 
target markets, including the following alternatives:   
 
(1)  Increasing annual production capacity of Phase 1 – First Stage from 12 BCM to 16 BCM, 

by adding two wells and related subsea infrastructure in the first stage, including adding a 
third 20-inch pipeline from the field to the platform and immaterial changes at the platform.  

 
(2)  Increasing annual production capacity from 16 BCM to 24 BCM (subject to implementation 

of the first alternative described above), including by adding four production wells in the 
first stage, and related subsea infrastructure (beyond those described above), adding a 
fourth 20-inch diameter pipe from the field to the platform and expanding the platform 
treatment facilities, at an estimated budget of USD 1.5-2 billion (for 100% of the rights in 
the Leviathan Project). This alternative will allow the supply of additional quantities of gas 
for export, as required, including to the liquefaction facilities in Egypt and/or for the supply 
of gas to the floating liquefied natural gas (“FLNG”) facility.  
 
In order to examine various expansion alternatives, in 2019, the Leviathan partners 
approved a budget of USD 43 million for detailed engineering planning (100%, the 
Partnership's share is USD 19.5 million). 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
D. Ratio Yam joint venture (contd.) 
 

3. It should be noted in the tests that were carried out in the preliminary stages of activity at the 
Leviathan Project facilities, a tremor was discovered in short pipeline sections (30 meters long, 
called jumpers) that connect each wellhead to the seabed pipeline. Consequently, as a 
precaution, the operator of the Leviathan Project temporarily limited the production from the 
Leviathan wells, in a controlled manner, to assess the nature and scope of the tremor and 
whether it deviates from the tremor taken into consideration in the original plan, using special 
equipment and based on expert opinions. As at the approval date of the financial statements, 
means to reduce the tremor were installed on the jumpers of all the wells, to allow the flow of 
gas according to the original plan. The Commissioner of Petroleum Affairs also approved 
increased production in each one of the four wells up to 350 MMBTU/d. 
 
It should be noted that, in accordance with the original plan, in the preliminary operating period, 
the total production capacity of the Leviathan Project is limited to 700-850 MMCF/d, as part of a 
ramp-up to full production capacity. 
 
In the upcoming period, after completing inspection of all the project systems, including the 
running-in and operation of the turbo expanders, which allow the production capacity to be 
increased from 800 MMCF to 1,200 MMCF, the partners intend to gradually increase production 
capacity to up to 1,200 MMCF/d, towards the summer. For information about the effect of the 
Covid-19 Crisis, among other things, on the work plans for the Leviathan Project, see Note 1 
above. 
 
It should be clarified that in the preliminary stages of activity of the Leviathan Project facilities, 
additional events may occur, relating, among other things, to inspections of the activity of all of 
the production systems.  
 

4. Deep targets 
 

In 2019, an analysis was performed of reprocessing of seismic surveys, among other things, in 
connection with exploration drilling to the deep targets in the Leviathan leases (“Data 
Reprocessing”), as a result of which a new isolated carbonate buildup deep target was defined 
in the area of the Leviathan leases. In addition, the Data Reprocessing analysis revealed that 
the two deep targets previously defined in the area of the lease should be reclassified and 
redefined as a single submarine clastic channel (“collectively: “the New Targets”).   
 
In January 2020, NSAI submitted a report on the estimated prospective resources in the 
Leases, updated as at December 31, 2019. According to the report, the best estimate in the 
carbonate buildup for gas and oil is 4.5 BCM and 155.3 million barrels, respectively. The best 
estimate in the clastic channel for gas and oil is 6.5 BCM And about 223.9 million barrels, 
respectively. 
As at the approval date of the financial statements, the Partnership is assessing, among other 
things, the performance of another seismic survey, for the purpose of improving existing 
knowledge, in order to substantiate the making of a decision on exploration drilling to the New 
Targets.  
 
In addition, the Partnership is exploring the possibility of adding a strategic partner with relevant 
knowledge and experience in the specification, drilling, and development of exploration targets 
(specifically an isolated carbonate buildup target). 
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E. Agreement for the acquisition of EMG shares and acquisition of rights in the EMG Pipeline 

 
To fulfill both agreements between the Partnership and Noble and between Dolphinus for the export 
of natural gas to Egypt from the Tamar and Leviathan reservoirs (as set out in sections L1d and 
L2e), on September 26, 2018, EMED signed agreements for the purchase of 39% of the share 
capital of Eastern Mediterranean Gas Company SAE (“EMG”). On November 6, 2019, the EMG 
transaction was completed, and on January 15, 2020, natural gas began to flow from Israel to Egypt 
from the Leviathan reservoir through the EMG pipeline (“the EMG Transaction” or “the Transaction” 
or “the EMG Pipeline”). The closing of the EMG transaction was subject, among other things, to the 
signing of a capacity, lease and operatorship agreement (“the CLOA”) between EMED and EMG, in 
which EMG will grant EMED the exclusive right to lease and operate the EMG Pipeline for the 
transport of natural gas from Israel to Egypt, (“the (CLOA”), which was signed on June 30, 2019, as 
set out below: 
EMG is a private company registered in Egypt, which owns a 26-inch, 90-kilometer long subsea 
pipeline connecting the Israeli transmission system near Ashkelon to the Egyptian transmission 
system near El-Arish, as well as related facilities (“the EMG Pipeline"). The EMG Pipeline was 
designed for an annual capacity of 7 BCM, with an option to increase the annual capacity to 9 BCM 
by installing additional systems. The flow of gas through the EMG Pipeline from Egypt to Israel was 
discontinued in 2012, and to the best of the Partnership’s knowledge, as at the signing date of the 
agreement, EMG had no commercial activity, and remains exposed to claims and debts in significant 
amounts towards the authorities, financers, suppliers and customers. It should be noted that in the 
transaction, the Partnership is not required to provide any collateral or guarantees for the existing 
debts of EMG.  
 
As at the signing date of the agreement, the shareholders in EMG are as follows: 
 
EGI-EMG LP – 12%; Merhav MNP Ltd. – 8.2%; Merhav Ampal Energy Holdings Limited Partnership 
– 8.6%; Merhav-Ampal Group Ltd. (“Merhav-Ampal Group”) – 8.2%; PTT Energy Resources 
Company Limited (“PTT”) – 25%; Mediterranean Gas Pipeline Ltd. (“MGPC”) – 28%; Egyptian 
General Petroleum Corporation (“EGPC”) – 10%. (Shareholders (1)-(4) above will be referred to 
jointly below as “the Sellers”). 
 
 It should be noted that some of the Sellers, shareholders of the Sellers, and companies related to 
the Sellers, are involved in several arbitration proceedings in international arbitration institutions 
against the government of Egypt and companies held by it, in connection with the suspension of the 
flow of gas from Egypt to Israel (jointly: “the Arbitration Proceedings”). EMG is also a party to 
arbitration against companies owned by the government of Egypt.  
 
1. Agreements for the purchase of 39% of the share capital of EMG 

 
A) On September 26, 2018, EMED signed four separate, essentially similar agreements with 

the Sellers for the purchase of EMG shares held by the Sellers, at a total rate of 37% of the 
share capital of EMG (jointly below: “the Share Purchase Agreements"), as well as another 
agreement for the purchase of shares from MCPC at the rate of 2% (“the MGPC 
Agreement).  

 
In consideration for the purchased shares, waiver of their rights in the Arbitration 
Proceedings, and the additional rights under the Share Purchase Agreements, as set out 
above, on the closing date of the transaction, EMED paid the Sellers a total of USD 527 
million (“the Consideration”), of which the Partnership and Noble each paid USD 187 
million, and the balance was paid by the Egyptian partner.   
 
On July 31, 2019, the decision of the Competition Commissioner was handed down in 
accordance with section 20(b) of the Economic Competition Law, 1988, which allows the 
merger between EMED and EMG for the purchase of the EMG Pipeline, according to 
which the Partnership and Noble undertook to comply with the terms set out in the 
decision. 
For information about the petition filed with the Competition Tribunal at the Jerusalem 
District Court regarding the approval of the Competition Commissioner, see Note 24A2(4). 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
E. Agreement for the acquisition of EMG shares and acquisition of rights in the EMG Pipeline 

(contd.) 
 

1. Agreements for the purchase of 39% of the share capital of EMG (contd.) 
 
B)  Main points of the MGPC agreement 

 
Concurrently with the signing of the Share Purchase Agreements, an agreement was 
signed between EMED and MGPC, according to which MGPC transfered to EMED, for no 
financial consideration, subject to and concurrently with the closing of the Share Purchase 
Agreements, 2% of the shares of EMG that it holds, against the ending of disputes 
between some of the Sellers and MGPC.  
 
After the closing of the EMG Transaction, and as at the approval date of the financial 
statements, EMG’s shareholders are: 
PTT – 25%; EMED – 39%; MGPC – 17%; the Egyptian partner – 9%; EGPC – 10%. 
 

2. Capacity, lease, and operatorship agreement (“the CLOA”) 
 

As aforesaid, the closing of the EMG Transaction was subject, among other things, to the 
signing of the CLOA between EMED and EMG, in which EMG will grant EMED the exclusive 
right to lease and operate the EMG Pipeline for the entire term of the Dolphinus Agreements 
(see sections L1d and L2e below), with an option to extend the agreement. According to this 
agreement, the costs required to refurbish the EMG Pipeline, and the current operating costs of 
the pipeline, will be covered by EMED (jointly, “the Operating Costs”), and EMG will be entitled 
to receive the current transport fees to be paid by Dolphinus for use of the pipeline (“the 
Transport Fee”), net of the Operating Costs. As at the balance sheet date, Noble and the 
Partnership have invested in the refurbishment of the EMG Pipeline, through EMED, an amount 
of USD 83.6 million (the Partnership’s share is USD 41.8 million), which will be repaid from the 
cash flow generated by payments for the flow of gas to EMED. 
Concurrently with the signing of the agreements for export to Egypt, the Partnership and Noble 
signed an agreement with the Tamar partners and the Leviathan partners for allocation of 
capacity (“the Capacity Allocation Agreement”) in the transmission system from Israel to Egypt. 
The division of capacity in the transmission system from Israel to Egypt (the EMG Pipeline and 
the transmission pipeline in Israel) will be on a daily basis, according to the following order of 
priority: 
 
A) First layer: up to 350,000 MMBTU will be allocated to the Leviathan partners. 

B) Second layer: the capacity above the first layer, up to 150,000 MMBTU/d until June 30, 
2022 (“the Capacity Increase Date), and 200,000 MMBTU/d after the Capacity Increase 
Date, will be allocated to the Tamar Partners.  

C) Third layer: any additional capacity above the second layer will be allocated to the 
Leviathan partners. 
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E. Agreement for the acquisition of EMG shares and acquisition of rights in the EMG Pipeline 

(contd.) 
 

2. Capacity, lease, and operatorship agreement (“the CLOA”) (contd.) 
 

On the closing date of the EMG Transaction, the Leviathan partners paid USD 200 million (“the 
Access/Participation Fee for the Leviathan-Dolphinus Agreement”) and the Tamar partners paid 
USD 50 million (“the Tamar Participation Fee”), against an undertaking to allow the flow of 
natural gas from the Leviathan and Tamar reservoirs and guaranteed capacity in the EMG 
Pipeline, all for the purpose of fulfilling the agreements for export to Egypt.  
It should be noted that the Access/Participation Fee for the Leviathan-Dolphinus Agreement and 
the Access/Participation Fee for the Final Tamar-Dolphinus Agreement (collectively: “the 
Leviathan and Tamar Access Fee”) will be determined by June 30, 2022, according to the ratio 
of the gas quantities actually supplied by the Leviathan partners and the Tamar partners 
through the EMG Pipeline until that date (including gas quantities not yet supplied and that were 
paid for under the take or pay agreement). The Partnership’s share in the Leviathan and Tamar 
Access Fee amounts to USD 102 million (NIS 353 million), included under long-term loans, 
deposits, and receivables. 
In addition, the Capacity Allocation Agreement includes arrangements for participation in the 
costs of the EMG Transaction, additional costs related to gas flow, and investments which will 
be required to maximize utilization of the capacity of the EMG Pipeline, the payment of which 
will be divided between the Leviathan partners and the Tamar partners.  
The Capacity Allocation Agreement further stipulates principles for a backup arrangement 
between the Tamar partners and the Leviathan partners according to which, as from June 30, 
2020, and until the Capacity Increase Date, if the Tamar Partners are unable to supply the 
quantities which they undertook to supply to Dolphinus, the Leviathan partners will supply the 
required quantities to the Tamar Partners.  
The term of the Capacity Allocation Agreement is until the termination of the Egypt export 
agreements, unless it had been terminated earlier in one of the following cases: a breach of a 
payment undertaking that was not remedied by the party in breach; in a case where the 
Competition Authority does not approve extension of the CLOA according to the decision of the 
Competition Commissioner, as set out above. Furthermore, each party will have the right to 
terminate its part in the Capacity Allocation Agreement if its export agreement is cancelled. 

 
3. EMED shareholders agreement 
 

Shortly before signing the Share Purchase Agreements, the shareholders of EMED signed a 
shareholders agreement governing the relationship between them as shareholders of EMED, 
including provisions regarding material decisions, which will be made unanimously. In addition, 
arrangements were established for the right of first refusal for the transfer of shares in EMED.  
 

4. MOU for the use of additional infrastructures 
 

Concurrently with the signing of the Share Purchase Agreements, as described above, an MOU 
was signed between the Partnership and Noble and between the Egyptian Partner (which holds 
the Arab Gas Pipeline) in the section from El Arish to Aqaba, and a related company of 
Dolphinus, in which the parties agreed that the Partnership and Noble would receive access to 
additional capacity in the Egyptian transmission system, through the Arab Gas Pipeline, at the 
entry point to the Egyptian transmission system in the Aqaba area, allowing the delivery of 
additional quantities of gas over and above the quantities of gas that will flow through the EMG 
Pipeline (“the Additional Infrastructure”), for implementation of the Dolphinus agreement and 
additional agreements for the sale of natural gas to Egypt. The parties further agreed to assess 
other projects for the delivery of natural gas from Israel to potential customers and facilities in 
Egypt. 
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F. Block 12, Cyprus 
 

1. The Partnership has a production sharing contract whereby the Partnership holds 30% of the 
rights in Aphrodite reservoir in Block 12 in the exclusive economic zone of Cyprus. The operator 
of the joint venture is Noble Cyprus.  

 
2. In June 2015, the Partnership and its partners in the Aphrodite reservoir submitted a declaration 

of commerciality and a draft proposal for development of the Aphrodite reservoir to the 
government of Cyprus.  

 
3. On November 7, 2019, the holders of rights in the production sharing contract (“the Partners” 

and the “PSC”, respectively) and the Cyprus government signed an amendment to the PSC), 
which modified, among other things, the mechanism for distribution of the natural gas output 
from the reservoir between the Partners and the Republic of Cyprus. Concurrently, the Partners 
were granted a production and exploitation license (“the Production License”), and a 
development and production plan for the reservoir was approved (“the Development Plan”). 

 
4. In the amendment to the PSC (“the Amendment”), the Partners undertook, among other things, 

to meet the main milestones for the development of the Reservoir, as follows: 
 
A. Drilling of an appraisal/development well in the area of Block 12 in accordance with the 

Development Plan and completion within 24 months from the date of receipt of the 
Production License  

 
B. Completion of a detailed front end engineering design ("the FEED"), delivery of the outputs 

in accordance with the Development Plan and adoption of a final investment decision 
(“FID”) for development of the Reservoir, within 48 months after receiving the Production 
License. 

 
The agreement sets out circumstances in which the Partners will be entitled to an extension for 
the purpose of meeting the milestones, with the deadline for adoption of a FID being six years 
after receiving the Production License. It should be noted that failure to comply with the 
milestones set out in the PSC will constitute grounds for cancellation of the PSC, other than for 
reasons of force majeure (as defined in the PSC). 
 

5. It should be noted that in the Amendment, other changes and updates were made to the PSC, 
including, with respect to the transfer of rights by the parties, approval of an annual budget and work 
plan, the manner of approving changes to plans and budgets, the manner of calculating the various 
expenses, changes in the grounds for termination of the PSC, arrangements for ensuring the 
plugging, dismantling, and removal of wells and facilities at the end of the term of the PSC, and 
more.  

 
6. The Republic of Cyprus is entitled to one-time bonuses from the holders of rights in Block 12 

when reaching the milestones for the average daily production rate for a continuous period of 30 
days. The PSC sets mechanisms for distribution of oil and natural gas. It should be noted that 
the Republic of Cyprus may receive its share in the oil or natural gas in kind. 

 
7. On the date the amendment was signed, the Cyprus government approved the Development 

Plan and granted a Production License for 25 years with an option for an extension by up to ten 
more years. The Development Plan is subject to updates. The estimated cost of the 
Development Plan, without the construction cost of the pipelines to the target markets, is 
between USD 2.5 billion and USD 3 billion (100%) The estimated budget for the work plan until 
the date of the FID is USD 150-200 million (for 100%).  
 
It is further noted that due to the Covid-19 Crisis, as at the approval date of the financial 
statements, the partners in the Aphrodite Project are reassessing the project budget and work 
plan for 2020, after notifying the Cyprus government on the matter, and after the reassessment, 
there may be significant changes to the budget and work plan of the Aphrodite Project in 2020. 
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G. Agreement for sale of rights in the I/17 Karish and I/16 Tanin leases: 
 

As set out in section M1 below, in accordance with the Gas Outline Plan, the Partnership and Noble 
were required to sell the entire rights in the leases in the area of the Tanin and Karish reservoirs, no 
later than the effective date, all in accordance with the terms of the Gas Outline Plan and the terms 
of the leases. On August 16, 2016, the Partnership ("the Seller") signed an agreement with Ocean 
Energean Oil and Gas Ltd. ("the Buyer" or "Energean"), for the sale of all of the rights of the 
Partnership and Noble in the leases, in accordance with the terms set out in the agreement. The 
consideration for the agreement includes a payment of USD 40 million which was paid for completion 
of the transaction, the balance of the consideration, amounting to USD 108.5 million, will be paid to 
the Partnership in ten equal annual payments (“the Annual Payments” or “the Loan”), plus interest in 
the mechanism and at the rate set in the agreement, as from the final investment decision (“the FID”) 
for development of the leases, and the right to royalties for natural gas and condensate to be 
produced from the leases, at a rate of 7.5% before payment of the oil profits tax under the Taxation 
of Profits from Natural Resources Law, 2011 ("the Levy”) for the leases, and at a rate of 8.25% - 
from the date payment of the Levy begins, less the liability for overriding royalties that were 
transferred to the Buyer under the agreement, according to the Seller’s undertaking for its share and 
in accordance with the duty to pay the royalty holders, including overriding royalties to which the 
Group companies are entitled. 
 
On April 15, 2019, Energean announced a natural gas discovery in the Karish North 1 well in the 
area of the I/17 Karish lease (“the Well”).   On November 4, 2019, Energean announced appraisal 
activity at the Well that confirms 25 BCM of natural gas resources and 34 million barrels of light oil 
and/or condensate, in the best estimate.  
On April 9, 2020, subsequent to the balance sheet date, Energean announced the completion of a 
resources report for the Karish North reservoir and the submission of an addition to the development 
plan of the Tanin and Karish reservoirs to the Ministry of Energy. It should be noted that according to 
the provisions in the royalty deed, Energean is required to pay the Company and Delek Energy a 
royalty for oil and/or gas and/or other valuable materials to be produced and utilized from the Tanin 
and Karish leases (before deduction of any royalties, but after deduction of the oil, which will be used 
for production itself). In addition, Energean is also required to pay royalties on gas or oil produced 
from a reservoir discovered after signing the royalty deed, including the Karish North reservoir.  
 
The Group engaged an independent outside appraiser to estimate the fair value of the annual 
royalties and payments. The valuation was based on the projected discounted cash flow method, 
using a pre-tax discount rate of 11% for the royalty component and 6.5% for the annual payment 
component. In addition, the assumptions underlying the valuation include assumptions regarding the 
reservoir development schedules, quantities and annual production rate, natural gas price forecasts, 
condensate price forecasts, and more. For information about the sensitivity tests of value for change 
in key assumptions, see Note 20A below. In 2019, financing income includes a total of NIS 204 
million (2018: NIS 277 million), due to revaluation of the Royalties from the leases and revaluation of 
the annual payments.  
 
The total effect on the profit attributed to the Company's shareholders after taxes on income in the 
reporting period amounted to a profit (appreciation) of NIS 163 million, due to revaluation of the 
contingent consideration from royalties based on future production (“the Royalties”) and due to 
revaluation of the annual payments from the sale of all of the rights in the leases. 
 
In 2019, financing income includes a total of NIS 302 million (2018: NIS 277 million), due to 
revaluation of the Royalties from the leases and revaluation of the annual payments for the 
contingent considerations. 
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H. Yam Tethys transaction 
 

1. Production from the Yam Tethys reservoir began in 2004. As from 2013, production capacity 
from the reservoir is declining. In May 2019, the operator of the Yam Tethys joint venture 
notified the partners in the Yam Tethys project, including the Partnership, that production of 
natural gas from the Mari B reservoir has been suspended. 
 
Commercial arrangement for operation and production from the Yam Tethys project and the 
Tamar project: 
 
As from May 2013 and up to and including September 2017, and as from May 2019, the Tamar 
reservoir supplies natural gas (instead of the Yam Tethys reservoir) under gas supply 
agreements between the Yam Tethys partners and their customers (“the End Customers”). Gas 
was supplied, as aforesaid, by the Tamar partners that are partners in the Yam Tethys Project 
and have obligations under the agreements, and by the Tamar partners that are not partners in 
the Yam Tethys Project (and are not obligated by virtue of the aforesaid agreements). The 
consideration received from the End Customers, together with the consideration reflecting the 
share of Delek Group, which holds rights in Yam Tethys but does not hold direct rights in 
Tamar, was divided such that the Tamar project partners that are not partners in the Yam 
Tethys project receive a price that is the equivalent of the average monthly price of natural gas 
supplied in that month under the agreements signed between the Tamar partners and their 
customers, and the balance was divided among the Yam Tethys partners that have rights in the 
Tamar project, according to their share in the Tamar project. This division maintained a balance 
of gas quantities at the Tamar project between the partners according to their share. For 
information about the claim filed by the Partnership and Noble, which also have rights in the 
Yam Tethys project, and the state for the rate of royalties due to the state for income arising 
from the supply of natural gas in accordance with the sales outline, see Note 24A2(3) below.  
 
In May 2018, the Yam Tethys partners entered into an agreement (which was amended in 
September 2018) for the sale of surplus production from the Yam Tethys reservoir (in an 
immaterial amount) to the Tamar partners for sale to the Tamar project customers for a period 
of 24 months as from October 1, 2017. This agreement ended with the discontinuation of 
production from the Mari B reservoir in May 2019 
 

2. Agreement for the right of use of the Yam Tethys project facilities 
 
In July 2012, an agreement was signed between the Yam Tethys joint venture partners ("the 
Yam Tethys Group") on the one side and the partners in the I/12 Tamar lease and I/13 Dalit 
lease ("the Tamar Project" and "the Tamar Group", respectively) on the other side ("the 
Agreement". According to the agreement, the Yam Tethys Group will grant the Tamar Group 
right of use of the Yam Tethys project facilities, including the wells, the Mari B platform, 
compression system, pipeline and receiving terminal at Ashdod and also granted the Tamar 
Group the right to upgrade and/or construct facilities to transport and store natural gas from the 
Tamar project ("the Yam Tethys Facilities"). The rights to use the facilities will be granted 
subject to maintaining the gas capacity produced from the Yam Tethys project in the pipeline 
and the receiving station. 
 

3. As at the approval date of the financial statements, the operator in the project and the Commissioner 
are discussing future steps that should be taken following the discontinuation of gas production from 
the Yam Tethys project. Accordingly, it was agreed in principle that the operator would plug and 
abandon the production wells and the subsea equipment as required, subject to the Commissioner’s 
approval of a detailed abandonment plan. At the same time, the parties are discussing the operator’s 
request to approve a cold stacking model for the Yam Tethys platform, which may include, among 
other things, the disconnection of the platform from the reservoirs and from other facilities, and 
turning it into an unmanned platform, since there is currently no gas production and treatment on the 
platform. There is also a discussion about possible future uses and/or abandonment of the Yam 
Tethys platform, considering the connection between the facilities of the Yam Tethys project and 
production from the Tamar project (see section 2 above). 
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I. Estimates of natural gas reserves, condensate, and contingent resources (100% of the projects) 
 

Project (100%) Oil and gas assets 
Reserves report as 

at Gas and condensate reserves Contingent resources 

   

Proved + probable 
reserves Proved reserves High estimate Low estimate 

   

Natural gas 
(BCM) 

Condensate 
(millions of 

barrels) 
Natural gas 

(BCM) 

Condensate 
(millions of 

barrels) 
Natural gas 

(BCM) 

Condensate 
(millions of 

barrels) 
Natural gas 

(BCM) 

Condensate 
(millions of 

barrels) 

Israel           

           

Michal and Matan Tamar and Tamar SW December 31, 2019 305.0 13.9 219.2 10.0 - - - - 

Michal and Matan Dalit December 31, 2017 - - - - 9.5 - 6.1 - 

Ratio Yam  Leviathan (*) December 31, 2019 381.9 24.2 327.8 20.8 374.5 23.8 153.1 9.7 

Cyprus   - - - - - - - - 

Aphrodite Aphrodite December 31, 2017 - - - - 132.5 10.3 53.4 3.1 

(*)  The Commissioner believes, based on the opinion of an international company that was submitted to his office, that the estimated quantity of natural gas that would be 
produced from the Leviathan reservoir is 17.6 TCF, based on the production plan that was submitted in the request for approval of the work plan. 

 
These estimates of the natural gas reserves, condensates, and contingent resources in the leases of the Partnership in the leases, licenses, and 
concessions for oil and gas exploration are partially based on geological, geophysical, and other information received from the drillings and from operations 
in these leases. These estimates are the professional estimates and assumptions only of NSAI, for which there is no certainty. The estimates for actual 
quantities of natural gas and condensate produced may differ from these estimates and assumptions, partly due to technical and operational conditions 
and/or regulatory changes and/or the supply and demand conditions in the natural gas market and/or actual performance of the reservoirs. The estimates 
and assumptions may be revised if additional information becomes available and/or as the result of a range of factors related to oil and natural gas 
exploration and production projects. 
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J. Financing in the Partnership  
 

1. Debentures (Tamar Bond) 
 

In May 2014, the issue of debentures by Delek and Avner (Tamar Bond) Ltd. ("the Issuer") was 
completed. The Issuer is a special purpose company (SPC) held fully by the Partnership, 
according to which debentures amounting to USD 2 billion were issued. The Issuer provided the 
issue proceeds as loans to the Partnership, back to back with the terms of the debenture ("the 
Loan"). The debentures were issued in five different series. As at the balance sheet date, the 
balance of the series as is follows: 
 

  

Total par value as 
at December 31, 

2019 
USD million  Fixed interest  Repayment date 

       

Series 3  320  4.435%  December 2020 

Series 4  320  5.082%  December 2023 

Series 5  320  5.412%  December 2025 

 
As collateral for payment of the debentures, the Partnership pledged its rights in the Tamar 
project, and mainly the rights of the Partnership in the Tamar lease, agreements for the sale of 
gas and condensate, the joint operating agreement between all Tamar project partners and the 
parties’ rights in the joint equipment (including the platform, wells, facilities, production system 
and additional equipment), the agreement for right of use of the Yam Tethys Facilities, bank 
accounts, which include the accounts used for the Partnership’s revenues from the sale of gas 
and condensate from the Tamar project, insurance policies (with the exception of liability 
insurance) for the Tamar project assets, and the issuer’s shares (jointly below: ("the Collateral” 
or "the Pledged Assets”).  
 
The Collateral for repayment of the debentures is from the Tamar project, without any 
guarantees or collateral unrelated to the Tamar project. However, until certain conditions are 
fulfilled, and at least up to four years from the issue date of the debentures, the debenture 
holders will have a right of recourse to other assets of the Partnership for one half of the amount 
that the Partnership withdrew and will continue to withdraw from the pledged accounts until that 
date. The debenture holders’ right of recourse is limited in amount and only to assets that have 
not been or will not be pledged by the Subsidiary Partnership (limited recourse) and without the 
debenture holders being entitled to introduce bankruptcy proceedings against the Partnership. It 
is noted that the pledges are subject to the state’s royalty rights and to the rights of other royalty 
holders who are entitled to receive royalties from the Partnership (including the Company and 
interested parties), and that pledges are registered in favor of the royalty holders on the 
Partnership’s rights in the Tamar Lease to secure the undertaking to pay the royalties, which will 
be valid until repayment of the debentures. As part of the transaction, the Issuer and the 
Partnership assumed several covenants towards the debenture holders, including the following 
covenants: restrictions on additional pledges on the pledged assets and their sale; restrictions 
on a merger or restructuring as set out in the issue documents; restrictions on amending or 
revising the joint operating agreement, the agreement for use of the facilities or agreements for 
the sale of gas, as set out in the issue documents; restrictions on expansion of the debenture 
series or taking additional debt secured by the pledged assets, subject to compliance with 
several conditions; an undertaking to track the debenture rating of the international rating 
agencies that rated the debt (in April 2020, the Partnership reported a change in the rating 
outlook of the Tamar Bond debentures from stable to negative). In addition, restrictions and 
conditions for withdrawal of the surplus cash flow from the Tamar project were defined.  
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J. Financing in the Partnership (contd.) 
 

1. Debentures (Tamar Bond) (contd.) 
 

In addition, events of default were defined, which if they occur, the trustee for the debentures 
will be entitled, and in the case of a demand of one quarter of the debenture holders will be 
obligated, to call for immediate repayment of the unpaid balance of the debentures.  
The Partnership has the right to prepay all or part of the loan, at any time, subject to a 
prepayment fee. Early repayment following various events set out in the debenture (including 
the sale of the rights in Tamar) will not be subject to a prepayment fee.   
It is further noted that a certain period before any repayment date of the principal of a debenture 
series, the Issuer is required to accrue moneys in the pledged account in preparation for the 
upcoming principal payment date. As at the balance sheet date, the issuer was in compliance 
with the terms and liabilities under the deed of trust. 
 

2. Agreement to finance the Partnership's share in the costs of developing the Leviathan 
project 
 
On February 20, 2017, Delek Drilling signed the financing agreements (as amended) ("the 
Financing Agreement" or "the Agreement") with a consortium of local and foreign financers 
headed by HSBC Bank Plc and JP Morgan Limited ("the Lenders”). Under the Financing 
Agreement, the Partnership received a limited-recourse loan of USD 1.75 billion  ("the Loan") to 
finance its share in the investment in the development of the Leviathan project ("the Leviathan 
Project"). 
The Loan is divided into four facilities, in accordance with the dates and conditions in the 
agreement. 
The Loan agreement includes another facility of USD 750 million (a total of USD 2.5 billion), 
which is contingent on signing agreements for the supply of gas at a minimum total annual 
volume defined in the Agreement, and a decision to increase the capacity of the production and 
transmission system to Phase 1 – Second Stage of the development plan or its alternative, 
which may be given by the Lenders, in whole or in part, or by other lenders, however, there is 
no undertaking by the Lenders to provide this facility. 
The Loan principal will be repaid in a single bullet payment 48 months after the date of 
signature of the Financing Agreement.  
The Loan is in US dollars and bears variable interest payable in each period, calculated at 
LIBOR plus a margin. In addition, the Partnership undertook to pay fees for providing the Loan 
at a rate of 35% of the margin which will apply to the Loan for every amount not drawn. 
 
The Financing Agreement sets out circumstances for early repayment of the Loan, including 
unlawfulness, falling below a minimal holding rate (as determined in the agreement) in the 
General Partner and/or in the participating units of the Partnerships and partial repayment in the 
case of a partial sale of the Partnerships' rights in the Leviathan Project. The Partnership has 
the right to prepay all or part of the Loan, at any time, subject to the terms set out in the 
agreement. As at the balance sheet date, the Partnership is in compliance with the financial 
covenants set out in the Financing Agreement. To secure repayment of the Loan, the 
Partnership placed a lien on its rights to the assets relating to the Leviathan Project, including 
the Leviathan leases, joint operating agreement, project equipment and the insurance policies, 
gas sale agreements (including agreements to be signed in the future, if any) and the project 
accounts. The Loan is a limited recourse loan and the Lenders will have no recourse to the 
assets of Delek Drilling that were not pledged in their favor. It is noted that the pledges are 
subject to royalty rights of the state and to rights of other royalty holders who are entitled to 
receive royalties from the Partnerships (including the Company and interested parties), and that 
the pledges that the Partnerships registered on the Leviathan leases in favor of the royalty 
holders under the interim financing transaction, to secure their royalty rights, will continue to be 
in effect also throughout the term of the Financing Agreement. 
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J. Financing in the Partnership (contd.) 
 

2. Agreement to finance the Partnership's share in the costs of developing the Leviathan 
project (contd.) 
 
As is standard in financing transactions of this type, the Partnership has assumed covenants, 
including the following main obligations: restrictions on taking additional credit (these restrictions 
will not apply to non-recourse credit, subordinated loans from related parties, and borrowings 
amounting to up to USD 800 million ("the Additional Credit"); meeting liquidity tests, according to 
which on the dates of the examination set out in the Financing Agreement, the Partnership is 
required to prove, according to the liquidity tests set out in the agreement, that they hold 
sufficient financial resources to meet their liabilities in the coming 12 months and/or until 
production from the Leviathan reservoir begins; meeting of the required debt coverage ratio, 
which will be measured upon each withdrawal (as aforesaid), on the date of the resource report 
and on the date of sale of rights in Leviathan, if any; restrictions on a change in the field of 
operation; restrictions on operations that may have a material adverse effect; and the exercise 
of certain rights under the joint operating agreement with the consent of the Lenders only.  
Surplus withdrawals from the accounts pledged in favor of the Lenders will be on condition that 
no default event has occurred, and subject to the terms set out in the Financing Agreement 
(other than withdrawal for payments relating to the project), and among others, to 
supplementing the safety cushion and completion of certain technical tests. It should be noted 
that the Partnership has not yet been required to meet these tests. 
 
As is standard in financing transactions of this nature, the Financing Agreement defines events 
of default and other events that do not constitute a breach, which if occur, confer on the banks 
the right to call for immediate repayment of the Loan, including the following main events: cross 
default of another limited-resource non-financial liability; an event that could have a material 
adverse effect on the Partnership's ability to comply with its material obligations with regard to 
the Financing Agreement or the project documents (as defined in the Financing Agreement) or 
its assets, businesses or financial status in a manner that will adversely affect its ability to pay 
its debts when they become due, or the project in a manner that will endanger or is highly likely 
to endanger the ability to refinance the Loan; cancellation of gas supply contracts and other 
project documents, if such cancellation will or is liable to adversely affect the ability to refinance 
the Loan; failure to comply with the liquidity tests defined in the agreement; failure to comply 
with the terms and conditions for the additional credit as described above; engagement in 
hedging transactions other than as agreed under the agreement; transfer of control of the 
general partner, as defined in the agreement, and a decrease in the direct or indirect holdings of 
the Parent Company in the participating units to 45% and less, or a decrease in the direct or 
indirect holdings of the Parent Company in the shares in the General Partner to 75% and less 
("the Parent Company", as defined in the agreement, includes, among others, Delek Energy, 
the Company and their related parties, as defined in the Agreement). In the event of a decrease 
in the holdings of the Parent Company, as described above, the Partnership is required to notify 
the Loan agent, and in such case the enders may, in a resolution that will be adopted by a two-
thirds (2/3) majority, call for immediate repayment of the loan; abandonment of the project; 
insolvency; continuous force majeure relating to the project that has or is likely to have a 
material adverse effect; and all subject to the terms and conditions set and/or for the recovery 
periods set out in the agreement. As at the balance sheet date, the Partnership is in compliance 
with the financial covenants set out in the Financing Agreement.  
 
As at the approval date of the financial statements, the Partnership withdrew USD 1.7 billion 
from the loan funds. 
 
Under the terms of the Financing Agreement as set out above, the Partnership is exposed to 
potential changes in cash flows that may arise from changes in the Libor interest rate. For 
information about the hedging transactions in 2019, see Note 20A. 
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J. Financing in the Partnership (contd.) 
 

3. On August 1, 2019, the Partnership signed two loan agreements with a consortium of banks 
headed by HSBC Bank Plc and JP Morgan Limited and with the participation of Citibank NA 
Israel Branch and- Goldman Sachs Bank USA (“the Lenders” and “the Agreements”, 
respectively) regarding the provision of two credit facilities in a total amount of USD 300 million, 
in two loans, one of up to USD 75 million and the other of up to USD 225 million (“the First 
Loan”, “the Second Loan”, and collectively, “the Loans”, respectively), from which the 
Partnership will be able to withdraw funds until December 31, 2019. 
Withdrawal of the Loans is subject to fulfillment of the preconditions stipulated in the 
Agreements, primarily the registration of the liens listed in sections (a) - (c) (inclusive) as set out 
below.  

 
The Loans will be repaid in one payment in December 2020, and will bear a variable annual 
interest rate to be paid every three months, and calculated according to Libor plus a margin of 
an effective rate (including fees) of 4%. In addition, the Partnership undertook to pay a 
commitment fee for the unutilized credit facility at a rate of 35% of the interest margin that will 
apply to the Loans. To secure repayment of the Loans, the Partnership undertook to pledge the 
following in favor of the lenders: (A) its holdings in the shares of Tamar Petroleum Ltd. and its 
underlying rights (“the Tamar Petroleum Shares); (B) the right to receive the balance of the 
consideration from the sale of the Partnership’s rights in the Karish and Tanin leases to 
Energean, as set out in section G above; (C) the Partnership’s rights in the bank account in 
which the Partnership deposits retained earnings from the proceeds of the I/12 Tamar lease 
under the terms of the debentures issued to classified investors, as set out in section I(1) above 
(“the Tamar Bonds”, “the Tamar Lease”, and “the Tamar Project”, respectively); (D) the 
Partnership’s right to receive royalties from the I/17 Karish and I/16 Tanin leases (“the Pledge of 
Royalties”); (E) the Partnership’s rights in a bank account in which the Partnership's will deposit 
retained earnings from the proceeds from the Leviathan leases under financing terms of the 
Leviathan Project, as described in section J2 above (“the Leviathan Loans” and “the Leviathan 
Leases”, respectively). In addition, the Partnership provided a negative pledge on the remaining 
assets of the Partnership at the signing date of the agreements. If the approval of the 
Commissioner of Petroleum Affairs for the registration of the Pledge of Royalties is not received 
by the end of six months from the date the Agreements are signed, the interest margin of the 
Loans will increase by 1%, until the date on which the approval of the Commissioner is actually 
received. Failure to register the Pledge of the Royalties within nine months from the signing date 
of the agreements, will be deemed as a breach of the agreements.  
On February 25, 2020, the Commissioner of Petroleum Affairs announced that he approves the 
Pledge of Royalties and that the pledge will be registered in the Oil Register accordingly. 
As is generally the case in such financing transactions, the Partnership assumed restrictions 
and undertakings in the agreements, the main points of which are summarized out below:  
 
1)  The Loans are contingent on compliance with a financial ratio of at least 3.5 to 1 (3.5:1) 

between the value of the Partnership’s assets and the outstanding balance of the debt. In 
this respect, the value of the Partnership’s assets will be based on the discounted cash 
flow figures of the Partnership's resources, subject to the adjustments set out in the 
Agreements, and the amount of the outstanding debt balance will include the net balance 
to be settled for the Partnership’s Loans and Debentures (Series A). 

 
2)  In addition, the Agreements include additional standard restrictions, such as: a restriction 

on a change in the field of operations; restrictions on restructuring that may have a material 
adverse effect; a restriction on taking additional financial funding that is not included in the 
permitted types of financing defined in the Agreements; and more. 
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J. Financing in the Partnership (contd.) 
 

3. (contd.) 
 
3)  The Agreements include provisions according to which, under certain conditions, the main 

ones of which are set out below, mandatory prepayment of the Loans, in whole or in part, 
may be required.  

 

− Full mandatory prepayment of both Loans may be required: (1) in the event of a 
change of control; (2) in the event of refinancing of the Leviathan Loans; (3) in the 
event of a distribution of profits other than a permitted distribution, which was defined 
as a distribution in a total amount of up to USD 300 million (“the Permitted 
Distribution"). In addition, the pledge on the Partnership rights in the Aphrodite oil 
asset may require full prepayment of the Second Loan only.  

− Partial mandatory prepayment of the balance of the First Loan will be required in each of 
the following events: (1) the sale of any of the Partnership’s assets existing on the date of 
signing the agreements; (2) premature repayment of the Energean Debt by Energean to 
the Partnership; (3) receipt of insurance payments for the Tamar project (in the event of 
premature repayment under the terms of the Tamar Bond and after repayment of the 
Tamar Bond); (4) an increase or refinancing of the Tamar Bond, other than for repayment 
of the Tamar Bond. The amount of the partial prepayment in each of the above events will 
be equal to the net proceeds, or any part thereof, as set out in the Agreements. 

− Partial mandatory prepayment of the balance of the Second Loan will be required in each 
of the following events: (1) the sale of any of the Partnership’s assets existing on the date 
of signing the agreements; (2) amounts received by the Partnership from the sale of 
shares or operating assets in one of the companies held by EMED Pipeline BV, which was 
established for the purpose of the EMG transaction, as set out in Note 12E; and (3) receipt 
of insurance payments for the Leviathan Project (in the event of premature repayment 
under the terms of the Leviathan Loans and after the repayment of the Leviathan Loans).  

 
The Partnership has the right prepay any of the Loans at any time, without any make whole 
fee. The Agreements define events of default, the occurrence of which confer a right on the 
Lenders to call for immediate repayment of the Loans, including the following main events: 
non-payment; failure to comply with the financial covenant set out above; cross default of 
other financial obligation; insolvency events, including of a material subsidiary; and other 
standard stipulations, such as a breach of a representation or undertaking, cessation of 
business, material deterioration, lawsuits and attachments, and governmental moratorium 
affecting the Loans, all subject to the terms and reservations and/or the remedy periods set 
out in the Agreements.  
The Agreements stipulate, among other things, that if the restructuring and split process is 
carried out, as described in Note 12P above, the First Loan will remain with the Partnership, 
and the Second Loan, including any and all collateral for it, will be assigned to the new 
corporation to which the assets will be transferred in the split. The Agreements include various 
provisions regarding the terms of the Loans after the split, including for the repayment date of 
the First Loan, the collateral, the financial covenant that will apply after the split for each one of 
the Loans and more. Full details of these provisions will be provided separately, if the split 
transaction is presented for approval to the general meeting of the unit holders in the 
Partnership. As at the date of the financial statements, the Partnership withdrew the entire loan 
and is in compliance with the financial covenants that were set in the financing agreements. 

 
4. As at the approval date of the financial statements, the Partnership is assessing various 

options for refinancing the Loans described in section 2 and 3 above, which in accordance 
with the Financing Agreements, are due as from December 2020 and February 2021, 
respectively, by issuing debentures and/or with bank financing, in an amount that will not 
fall below USD 2.1 billion.  

 



Delek Group Ltd. 
 

Notes to the Consolidated Financial Statements  

 

 

C - 122 

NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
K. Natural gas supply agreements 
 

1. Tamar project 
 

A. Agreements for the sale of natural gas and condensate by the Tamar partners (for100% of the rights in the oil asset): 
 

 

Year of start 
of supply 

Basic gas 
supply period1 

Is there an option for an 
extension? 

Total maximum 
supply quantity 

(100%) (BCM)2 

Quantity supplied up 
to December 31, 2019 

(100%) (BCM) The main linkage basis for the price of gas 

IEC3 2013 15 years 
The IEC has an option for an 
extension for another two 
years. 

87 30 
US CPI 

(US CPI)  

Dalia Power Energies 
Ltd. 

2015 17 years Each of the parties has an 
option for an extension for 
another two years. 

23.3 5.2 The linkage formula is mainly based on linkage to the 
electricity production rate, and includes a minimum price. 

Other private electricity 

producers4 

2013-2020 15-18 years, 
some of the 
agreements are 
for shorter 
periods 

In some of the agreements, 
each of the parties has the 
option for an extension of one 

to three more years.5 

44.6 16 In most agreements, the linkage formula is based on 
linkage to the electricity generation tariff and a small part 
to the US CPI. 

In some of the agreements, the linkage formula is mainly 
based on linkage to the electricity production rate and in 
a small part to Brent prices. 

All the agreements include a  minimum price. 

  

 
1  In most of the agreements, the gas supply period, which started at the date of flow for the relevant agreement, will be as set out in the table above or until the Buyer consumes the 

maximum contractual quantity set out in the agreement, whichever is earlier. 
2 This quantity is the maximum quantity that the Tamar partners undertook to supply to the customer during the term of the agreements. The quantity of the commitment of 

customers for acquisition is lower than this quantity. 
3  For further information, see section B below 
4  It should be clarified that in some of the agreements, some of the preconditions were not fulfilled. 
5 With the exception of the extension period set out in some of the agreements, which can be extended until the start of commercial production from the Tanin and Karish reservoirs, 

including agreements signed between the Tamar partners and Israel Chemicals Ltd. ("ICL") on February 21, 2018 "the ICL Agreement with Tamar")  and the agreement signed by 
the Tamar partners and Bazan on April 19, 2019  
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K. Natural gas supply agreements (contd.) 
 

1. Tamar project (contd.) 
 

A. Agreements for the sale of natural gas and condensate by the Tamar partners (for 100% of the rights in the oil asset) (contd.) 
 

 

Year of start 
of supply 

Basic gas 
supply period6 

Is there an option for an 
extension? 

Total maximum 
supply quantity 

(100%) (BCM)7 

Quantity supplied up 
to December 31, 2019 

(100%) (BCM) Main linkage basis for the price of gas 

Industrial customers 
and natural gas 
marketing companies 

2013-2018 3-7 years In one of the agreements, 
each of the parties has the 
option for an extension of up 
to two more years 

7.6 6.1 In most of the agreements, the linkage formula is based 
on linkage to Brent prices and includes a minimum price. 
In one agreement, in addition to the above, the linkage 
formula is also based in a small part on the electricity 
generation rate. In one of the agreements, the linkage 
formula is based on the prices of liquid fuels and 
includes a minimum price, and in another agreement, 
the price formula is based on the base price set out in 
the Gas Outline Plan. 

Export agreements 

with APC - JBC8  

2017 15 years Each of the parties has an 
option for extension for 
another two years. 

3.1 0.4 The linkage formula is based mainly on linkage to Brent 
prices and includes a minimum price. 

Export agreement - 
Dolphinus 

For further 
information 
see section D 
below. 

15 years Each of the parties has an 
option for extension for 
another two years. 

25.3 - The linkage formula is based on linkage to Brent prices 
and includes a minimum price. 

Total    190.9 57.7  

 

 
6  In most of the agreements (other than the Dead Sea Works agreement), the gas supply period will be as set out in the table above or until the Buyer consumes the maximum 

contractual quantity set out in the agreement, whichever is earlier. 
7  This quantity is the maximum quantity that the Tamar partners undertook to supply to the customers during the term of the agreements. The quantity of the commitment for 

acquisition is lower than this quantity. 
8  On September 19, 2019, the Tamar Partners notified APC and- JBC that as from January 1, 2020 and up to December 31, 2021, supply will be on a firm basis, instead of supply on 

an interruptible basis in peak demand months as was the case until that date.  
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K. Natural gas supply agreements (contd.) 
 

1. Tamar project (contd.) 
 

B. Additional information about all the agreements for sale of natural gas in the Tamar project: 
 

1)  In most of the agreements for the sale of natural gas, the buyers have a take or pay 
agreement for a minimum annual volume of natural gas according to a mechanism set 
out in the supply agreement ("the Minimum Quantity"). If the buyers do not buy the 
Minimum Quantity in any year, they will be required to pay the sellers for the 
difference between the Minimum Quantity that was defined and the quantity actually 
purchased by the buyers. It should be noted that in agreements that include an 
obligation for the Minimum Quantity, provisions and mechanisms were established 
that allow the buyers, after consuming the Minimum Quantity for a given year, to 
receive gas in that year for no additional payment, up to the quantity of gas that was 
not consumed in the prior years, for which they paid the sellers under their 

undertaking to the Minimum Quantity, as aforesaid (make up). The supply 
agreements also specify a mechanism for the accumulation of surplus quantities 
consumed by the buyers in a given year, and its use to reduce the buyers’ obligation 
to purchase the Minimum Quantity, as set out above, in several subsequent years 
(“Carry-Forward”).  

 
2)  Following the decision of the Competition Commissioner regarding an exemption from 

a restrictive arrangement for the agreements in which the basic supply period is more 
than seven years, apart from the agreement with the IEC ("the Long-Term 
Agreements"), in some of the agreements signed with customers, each of the buyers 
has an option to reduce the Minimum Quantity to 50% of the average annual quantity 
consumed in the three years preceding the notice of exercise of the option, subject to 
adjustments as set out in the supply agreement (below in this section: "the Option"). 
Upon the reduction of the Minimum Quantity, the other quantities in the supply 
agreement will be reduced accordingly.  
 
In this context, it should be noted that in 2019, the Tamar partners signed 
amendments to agreements with a number of private electricity producers, including 
Dalia Power Energies Ltd. (“Dalia”), under which the producers undertook to purchase 
from the Tamar project, exclusively, the full quantities of natural gas consumed in their 
facilities commencing from the start of gas flow from the Leviathan reservoir until the 
date the producers exercise the Option (in this section below: "the Period"), if 
exercised. In addition, under the amendment, the parties agreed that to calculate the 
average quantity consumed by the producers under the agreements in the three years 
preceding the announcement of the exercise of the Option for the period, the 
calculation will be based on the Minimum Quantity (according to the mechanism set 
out in the amendments to the agreements) and not on the basis of the quantity 
actually consumed. All of the amendments to the agreements have come into effect, 
including the amendment to the agreement with Dalia.  
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K. Natural gas supply agreements (contd.) 
 

1. Tamar project (contd.) 
 

B. Additional information about all the agreements for sale of natural gas in the Tamar project 
(contd.): 

 
3)  Following the Gas Outline Plan, in natural gas supply agreements signed as from 

August 16, 2015 for a period exceeding eight years, the consumer has a unilateral 
right to shorten the term of the agreement. This right will also be granted in 
agreements signed up to December 13, 2020 for a period exceeding eight years. 

 
4)  The supply agreements include further provisions, including the following: the right to 

end the agreement in the event of a breach of a material undertaking, the right of the 
Tamar partners to supply gas to the buyers from other natural gas sources, 
compensation mechanisms in the event of a delay in gas supply from the Tamar 
project or failure to supply the quantities set out in the agreement, limitations on the 
liability of the parties to the agreement, provisions regarding the right of the parties to 
assign their rights under the agreements, exemption from liability of the parties in the 
event of a force majeure (as defined in the agreements), mechanisms for resolving 
disputes and disagreements between the parties, and regarding the relations between 
the sellers themselves, in all matters related to the gas supply to the buyers.  

 
5)  In June 2017, the Partnership, together with some of the Tamar partners (collectively: 

“the Partners”) started an international arbitration proceeding with OPC Mishor Rotem 
Ltd. (“OPC”) in respect of a dispute arising from the decision of the Israel Electricity 
Authority in July 2013 to split the electricity production tariff with respect to linkage of 
the gas price for natural gas quantities supplied to OPC in the period from May 2013 
to February 2015. The disputed amount bore interest (base + LIBOR) in accordance 
with the terms of the gas agreement signed with the customer. In July 2019, the 
arbitrator dismissed the partners’ claims, and a net expense of USD 9 million (NIS 35 
million) was recorded for the outcome of the arbitration proceeding.  

 
C. Additional information about the gas supply agreement between the Tamar partners and 

the IEC: 
 

1)  The agreement stipulates two dates on which each party may request an adjustment 
of the price (based on the mechanism set out in the agreement), if that party believes 
that the contractual price is no longer appropriate for a long-term contract with a 
significant buyer for consumption of natural gas in the Israeli market: after 8 years and 
11 years from the date of commercial operation (as defined in the agreement as from 
July 1, 2013) from the Tamar Project (namely, July 1, 2021 and July 1, 2014), 
whichever is earlier. On the first adjustment date (July 1, 2021 - after 8 years), the 
adjustment to the price will be up to 25% (addition or reduction), and on the second 
adjustment date (July 1, 2024), the adjustment will be up to 10% (addition or 
reduction) of the price at that date. If the Tamar partners and the IEC fail to agree on 
the rate of the price adjustment, either party may refer the matter to arbitration.  

 
  



Delek Group Ltd. 
 

Notes to the Consolidated Financial Statements  

 

 

C - 126 

NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
K. Natural gas supply agreements (contd.) 
 

1. Tamar project (contd.) 
 

C. Additional information about the gas supply agreement between the Tamar partners and 
IEC (contd.) 

 
2)  On February 14, 2019, the board of directors of the general partner of the Partnership 

approved an amendment to the agreement regarding the price of gas that will apply up 
to the first adjustment date and for the daily amount of gas that the IEC will be entitled 
to order under the agreement (in this section below: “the Amendment to the 
Agreement”). Under the Amendment to the Agreement, it was stipulated that as from 
January 2019 until the first adjustment date (in this section below: “the Interim 
Period”), the linkage section set out in the agreement will not be implemented, such 
that the price to be paid by the IEC will be the contractual price valid in 2018. At the 
first adjustment date, the contractual price will be adjusted as stipulated in the 
agreement, with reference to the contractual price that would have been paid had it 
not been for the Amendment to the Agreement, meaning the contractual price 
assuming application of the linkage application set out in the agreement, as described 
above. The Partnership estimates that the amount of savings to IEC from the 
Amendment to the Agreement in the Interim Period is between USD 50 and USD 85 
million (in terms of 100%) (the Partnership’s share is between USD 11 million and 
USD 19 million). 
 
The Amendment to the Agreement further stipulates that the maximum daily gas 
quantity that the IEC may order under the Agreement (which the Tamar partners will 
be required to provide as an available quantity), will be reduced from 655,200 MMBTU 
to 500,000 MMBTU, without reducing the minimum annual quantity for which the IEC 
has committed to take or pay as set out in the Agreement.  
The Amendment to the Agreement is subject to the approval of the financing entities 
of some of the Tamar Partners and to the approval of the Competition Authority, if 
such approval is required by law.  
 
It should be noted that to the best of the Partnership's knowledge, on February 14, 
2019, the board of directors of the IEC approved the principles of the Amendment to 
the Agreement and authorized the management of the IEC to sign the Amendment to 
the Agreement after obtaining the relevant regulatory approvals, if and when required. 
As at the approval date of the financial statements, the Amendment to the Agreement 
has not yet been signed, and the Partnership believes that it is uncertain whether it will 
be signed, among other things, due to the prolonged process for obtaining the 
required regulatory approvals for the IEC.  
 
The Partnership’s estimate with respect to the savings due to be derived by the IEC is 
forward-looking information, for which there is no certainty that it will materialize, in 
whole or in part, in the aforementioned manner or in any other manner, and which 
may materialize in a materially different manner, due to various factors, including 
changes in the quantities of natural gas that the IEC will consume from the Tamar 
reservoir in the Interim Period, and changes in the US-CPI in the Interim Period. 
 
With respect to reports of some of the Tamar Partners (Dor Gas Exploration – Limited 
Partnership, Isramco, Negev 2 – Limited Partnership, and Tamar Petroleum) 
regarding negotiations between the Tamar partners (and Everest Infrastructures – 
Limited Partnership) (in this section below: “the Other Tamar Partners”) and the IEC in 
connection with the amendment to an agreement between the partners in the Tamar 
project, including the Partnership, and the IEC, on September 24, 2019, the 
Partnership announced that the Other Tamar Partners had approached the 
Partnership and Noble several days earlier to present an outline for another possible 
amendment to the agreement (“the Other Amendment to the Agreement”). 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
K. Natural gas supply agreements (contd.) 
 

1. Tamar project (contd.) 
 

C. Additional information about the gas supply agreement between the Tamar partners and 
IEC (contd.) 

 
2)  (contd.) 

It should be noted that as at the approval date of the financial statements, there is a 
dispute between the Partnership and Noble and the Other Tamar Partners, regarding 
the ability of the Other Tamar Partners to compel the Partnership and Noble to agree 
to the terms of the Other Amendment to the Agreement, and to bear the cost of this 
amendment, for their share in the gas, a position that was rejected by the Partnership 
and Noble. Subsequently, on November 20, 2019, the Other Tamar Partners applied 
to the Competition Commissioner, requesting, among other things, that she clarify that 
the Partnership and Noble are obligated to agree to market their share in the gas from 
the Tamar lease to a new customer or to amend a gas agreement from the Tamar 
lease to an existing customer to which the Partnership and Noble are a party, 
including the additional amendment to the IEC agreement, under the conditions 
agreed on by the Other Tamar Partners, without the involvement of the Partnership 
and Noble. A meeting was held at the various regulatory offices, including the 
Competition Authority, and the Partnership’s position on the issue was presented. It is 
clarified that according to the Partnership’s position, requiring the Partnership to 
amend the IEC Agreement in accordance with the demand of the Other Tamar 
Partners, has no basis in law, including in the provisions of the "decision under section 
14 of the Restrictive Trade Practices Law, 1988, regarding granting an exemption from 
approval of a restrictive arrangement-agreement between Delek Group and Isramco 
Negev, Noble Energy, and others” of August 22, 2006 (“the Exemption Decision), nor 
in the provisions of the Gas Outline Plan, and obligating the Partnership would 
constitute a breach of both the Exemption Decision and the Gas Outline Plan. In 
addition, the Partnership believes that the Other Tamar Partners are not prevented 
from amending the agreement with the IEC for the gas quantities that they supply to 
the IEC, but they cannot compel the Partnership to bear the cost of the Other 
Amendment to the Agreement for the Partnership’s share in the gas, and that the 
entire purpose of the application of the Other Tamar Partners is to is to thwart the 
results of the competitive process for the supply of natural gas to the IEC which the 
Leviathan partners won (see section K2c below), and to nullify the ruling of the district 
court dismissing the administrative petition filed by the Other Tamar Partners against 
the IEC and the Leviathan partners regarding the selection of the Leviathan partners 
as the winner of the competitive process, which the Tamar partners appealed at the 
Supreme Court. For further information, see Note 24A(5) below. 
Subsequent to the balance sheet date, on April 13, 2020, the representatives of the 
Ministry of Energy, the Economic Department of Legislation Advice at the Ministry of 
Justice, the Ministry of Finance, and the Competition Authority issued a notice, among 
other things, giving the Tamar partners a short time to modify the arrangements 
between them so as to ensure that the Partnership, Noble, and Isramco will not hold a 
veto over decisions on the marketing of natural gas from the Tamar reservoir.  
The Partnership, with the assistance of its legal counsel, will review the details of the 
announcement and will also review its options for reaching such arrangements, 
including arrangements for the separate marketing of natural gas from the Tamar 
reservoir. 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
K. Natural gas supply agreements (contd.) 
 

1. Tamar project (contd.) 
 

D. Natural gas export agreements  
 

In September 2019, an agreement was signed to amend the agreement for the export of 
natural gas from the Tamar project, which was signed between Delek Drilling and Noble 
and Company and Dolphinus Holdings Ltd. (“Dolphinus” or “the Buyer” and “the Original 
Export Agreement”, respectively), which was endorsed to the partners in the Tamar project. 
The amendment to the Original Export Agreement  (“the Amendment to the Tamar 
Agreement” and/or “the Revised Export Agreement”) was signed between the Tamar 
partners and Dolphinus. It should be noted that, concurrently with the signing of the 
Revised Export Agreement, an agreement was signed to amend the export agreement 
signed between the Leviathan partners and Dolphinus (“the Revised Leviathan 
Agreement”).  
 
The gas supply to the Buyer according to the Amendment to the Tamar Agreement is on a 
firm basis (as opposed to supply under the Original Export Agreement, which was on an 
interruptible basis with an option for the Tamar Partner to transition to a firm basis). 

 
The total contractual gas quantity that the Tamar Partners undertook to supply to the Buyer 
under the Amendment to the Tamar Agreement is 25.3 BCM (“the Total (Firm) Contractual 
Quantity in the Tamar Agreement”) (instead of 32 BCM under the Original Export 
Agreement, which was, as aforesaid on an interruptible basis).  
 
Supply under the Amendment to the Tamar Agreement will start on June 30, 2020 and will 
continue until December 31, 2034 or until the full supply of the Total (Firm) Contractual 
Quantity in the Tamar Agreement, whichever is earlier (“the Termination Date of the Tamar 
Agreement”). In the event that the Buyer does not purchase the total contractual quantity 
by December 31, 2034, each party may extend the supply period by up to an additional two 
years. 
 
According to the Amendment to the Tamar Agreement, the Tamar partners undertook to 
supply annual gas quantities to the Buyer as follows: (i) In the period beginning on June 30, 
2020 and ending on June 30, 2022, 1 BCM per year; and (ii) in the period beginning on 
July 1, 2022 and ending on the termination date of the Amendment to the Tamar-Dolphinus 
Agreement, 2 BCM per year.  
 
Further information about the Revised Export Agreement: 
 
1. The Buyer undertook to take-or-pay for quarterly and annual quantities, in accordance 

with the mechanisms set out in the Revised Export Agreement, which, among other 
things, allow the Buyer to reduce the take or pay quantity in a year in which the 
average daily Brent price (as defined in the agreement) falls below USD 50 per barrel, 
to 50% of the annual contractual quantity. It should be noted that, insofar as the 
contractual quantity is reduced in event of a dispute regarding an adjustment to the 
gas price, as set out in section 2 below, the right of Dolphinus to reduce the take-or-
pay quantity as aforesaid will be null and void. 

 
2. The price of gas supplied to the Buyer will be calculated by a formula based on the 

price of a barrel of Brent oil. The Revised Export Agreement includes a mechanism for 
an update of the price at a rate of up to 10% (addition or reduction) after the fifth year 
and after the tenth year of the agreement (in this section below: “the First Adjustment 
Date” and “the Second Adjustment Date”, respectively) upon the fulfillment of certain 
conditions set out in the agreement. If the parties fail to reach an agreement on the 
price update as described above, the Buyer will be entitled to reduce the contractual 
quantity by up to 50% on the First Adjustment Date and up to 30% on the Second 
Adjustment Date. 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
K. Natural gas supply agreements (contd.) 
 

1. Tamar project (contd.) 
 

D. Natural gas export agreements  
 

3. The actual revenue will be derived from a range of factors, including the actual gas 
quantity purchased by the Buyer and the Brent price at the time of the sale.  

 
4. The Revised Export Agreement includes standard provisions for termination of the 

agreement, as well as provisions in the event of termination due to its breach, and 
also includes compensation mechanisms for such event. 

 
5. All of the preconditions set out in the Original Export Agreement have been fulfilled, 

including all of the approvals required in Egypt.  
 
It should be noted that, in a tax decision regarding the amendment to the Tamar-Dolphinus 
Agreement issued to the Tamar partners by the Tax Authority on December 9, 2019, and 
under the terms of the Gas Outline Plan, the Tamar partners undertook to offer new 
customers (as defined in the Gas Outline Plan) with which they have or will have 
agreements from February 19, 2018 until three full years from the date the tax decision is 
signed, agreements for the sale of natural gas at a price calculated according to the 
formula in the Amendment to the Tamar-Dolphinus Agreement, which is based on the 
Brent Price, while performing several adjustments as set out in the tax decision, including 
in view of the location of the delivery point in the Amendment to the Tamar-Dolphinus 
Agreement. 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
K. Natural gas supply agreements (contd.) 
 

2. Leviathan project 
 

A. Agreements for the sale of natural gas from the Leviathan project to the local market: 
 

In 2016-2019, the Partnership and the other Leviathan partners signed a number of agreements for supply of natural gas from the Leviathan 
project, the main ones being as follows:  

 

 Year of start of supply Basic gas supply period 1 
Is there an option for an 

extension? 

Total maximum supply 

quantity (100%) (BCM)2 
Main linkage basis for the price of 

gas 

Israel Electric 
Corporation Ltd. 

2020 1.5 years 3 Option for extension by 
mutual agreement of the 
parties 

The agreement does not specify 
a total maximum supply 
quantity.  As at the date of 
signing the supply agreement, 
the Partnership estimated the 
total quantity at 4 BCM at least. 

Unlinked fixed gas price 

Private electricity 

producers4 

2020, or when commercial 
operation of the Buyer’s 
power station starts 
(whichever is later). 

9-20 years after the start of supply, except for 
one agreement, which stipulated that this 
period will start when commercial operation 
of the Buyers’ power station starts or when 
commercial operation of the Leviathan 

project starts (whichever is earlier).5 

Option for each of the parties 
to extend for another two 
years, with the exception of 
the agreement between ICL 

and the Leviathan partners6 

32.7 The linkage formula of the 
agreements (other than the 
agreement between ICL and the 

Leviathan partners7) is based on 

linkage to the electricity production 
rate, and includes a minimum price. 

  

 
1  In most of the agreements, the gas supply period, which started at the date of flow for the relevant agreement, will be as set out in the table above or until the Buyer consumes the 

maximum contractual quantity set out in the agreement, whichever is earlier. 
2  This quantity is the maximum quantity that the Leviathan partners undertook to supply to the customer in the term of the agreements. The quantity of the commitment for 

acquisition is lower than this quantity.  It is noted that in some agreements, there is a mechanism whereby the Buyer may reduce/increase the quantities purchased (including the 
Total Contract Quantity) until the date set out in the agreement, based on its requirements and the provisions in the agreement. It should be noted in some agreements, the 
maximum supply quantity is not specified, therefore the above table indicates the Partnership's assessment of the quantity. 

3  See section B below for information about the agreement period with the IEC. 
4 As at the approval date of the financial statements, all the preconditions for most of the agreements described above were fulfilled.  
5 In the supply agreement signed between the Leviathan partners and ICL, on February 21, 2018, a mechanism similar to the mechanism for extending the ICL agreement was set. 

The supply agreements with Ashdod Energy Ltd. and Ramat Negev Energy Ltd. set out a supply period which will end ten years after the start of supply to these customers or 
when commercial production from the Karish reservoir starts, whichever is earlier. 

6 See footnote 1 above.  
7 See footnote 1 above. 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
K. Natural gas supply agreements (contd.) 
 

2. Leviathan project 
 

A. Agreements for the sale of natural gas from the Leviathan project to the local market: (contd.) 
 

 Year of start of supply Basic gas supply period8 
Is there an option for 

an extension? 
Total maximum supply 
quantity (100%) (BCM)9 Main linkage basis for the price of gas 

Industrial customers 2020 7-15 years Each of the parties has 
an option for extension 
for another year. 

3.2 The linkage formula is partially based on 
linkage to Brent prices and in part to the 
electricity production rate, and includes a 
minimum price. 

There is also a partial linkage to the refining 
margin index and the general TOU index 
published by the Israel Electricity Authority. 

Export agreement - 
Nepco 

2020 15 years Option for an extension 
for up to two more 
years 

45 The linkage formula is based on linkage to 
Brent prices and includes a minimum price. 

Export agreement - 
Dolphinus 

2020 15 years Each of the parties has 
the option for an 
extension of up to two 
more years. 

60 The linkage formula is based on linkage to 
Brent prices The agreement includes a 
mechanism for an update of the price at a 
rate of 10% (addition or reduction) after the 
fifth year and after the tenth year of the 
agreement upon the fulfillment of certain 
conditions set out in the agreement. 

Total    144.9  

 
8  In most of the agreements, the gas supply period, which started at the date of flow for the relevant agreement, will be as set out in the table above or until the Buyer consumes the 

maximum contractual quantity set out in the agreement, whichever is earlier. 
9  This quantity is the maximum quantity that the Leviathan partners undertook to supply to the customer in the term of the agreements. The quantity of the commitment for 

acquisition is lower than this quantity.  It is noted that in some agreements, there is a mechanism whereby the Buyer may reduce/increase the quantities purchased (including the 
Total Contract Quantity) until the date set out in the agreement, based on its requirements and the provisions in the agreement. It should be noted in some agreements, the 
maximum supply quantity is not specified, therefore the above table indicates the Partnership's assessment of the quantity. 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
K. Natural gas supply agreements (contd.) 
 

2. Leviathan project (contd.) 
 

A. Agreements for the sale of natural gas from the Leviathan project (contd.) 
 

Additional information about agreements for sale of natural gas signed by the Leviathan 
partners 

 
1)  In each of the agreements for the sale of natural gas, the buyers have a take or pay 

agreement for a minimum annual volume of natural gas according to a mechanism set 
out in the supply agreement ("the Minimum Quantity"). It should be noted that the 
agreements specify provisions and mechanisms allowing each of the buyers to 
receive gas at no additional charge up to the volume paid for, on account of gas not 
consumed. The supply agreements also specify a mechanism for the accumulation of 
excess volume consumed by the buyer in the course of any year, and its use to 
reduce the buyer's undertaking to purchase the Minimum Quantity, as set out above, 
in several subsequent years (“Carry-Forward”). 

 
2)  In accordance with the Gas Outline Plan, in agreements signed up to June 13, 2017, 

and for a period exceeding eight years, there is an option to reduce the Minimum 
Quantity to an amount equal to 50% of the average annual quantity actually consumed 
in the three years prior to the notice of exercising the option, subject to adjustments as 
set out in the supply agreement (in this section: "the Option"). Upon the reduction of 
the Minimum Quantity, the other quantities in the supply agreement will be reduced 
accordingly. Each of the buyers may exercise the Option by notice to the Sellers, over 
a period of three years, starting from five years after gas starts to flow from the 
Leviathan project to the Buyer or four years after the Commissioner approves the 
transfer of rights in the Karish and Tanin leases under the Natural Gas Outline Plan 
(December 13, 2020) (whichever is later). If the Buyer gives notice of exercise of the 
Option, the quantity will be reduced twelve months after delivery of the notice.  

 
3)  The supply agreements set out a number of preconditions which include, obtaining the 

required approvals from the buyers regarding the agreement.  
 
4)  The supply agreements include further provisions, including the following: The right to 

end the agreement in the event of material breach of liability, the right of the Leviathan 
partners to supply gas to the buyers from other natural gas sources, compensation 
mechanisms in the event of delay in gas supply from the Leviathan Project or failure to 
supply the quantities set out in the agreement, limitations for the parties' liabilities in 
the agreement, and regarding the relations between the Sellers and themselves in 
everything connected to gas supply for the buyers.  
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
K. Natural gas supply agreements (contd.) 
 

2. Leviathan project (contd.) 
 

B. Additional information about the gas supply agreement between the Leviathan partners and 
the IEC: 

 
In June 2019, the Leviathan partners and the IEC signed an agreement for the supply of 
natural gas, based on the competitive process principles, as set out in section C below, 
according to which the IEC will purchase natural gas from the Leviathan partners based on 
available capacity (“the Supply Agreement”), in a total quantity in the term of the Supply 
Agreement (as defined below), estimated by the Partnership as at the signing date of the 
Supply Agreement as at least 4 BCM. On October 29, 2019, all the preconditions for the 
entry of the Supply Agreement into force were fulfilled. 
The term of the Supply Agreement started on December 31, 2019 and ends on June 30, 
2021 or on the date gas production starts from the Karish reservoir, whichever is earlier, 
unless the term of the Supply Agreement ends at an earlier date, in accordance with the 
conditions of the supply agreement (“the Term of the Supply Agreement”). The parties may 
extend the Term of the Supply Agreement by mutual consent. The Supply Agreement sets 
a fixed gas price that is not linked.  

 
C. Request for proposals for the supply of natural gas to the Israel Electric Corporation Ltd. 

(“the IEC”) 
 
On December 2, 2018, the IEC submitted a request for proposals to the Tamar partners 
and the Leviathan partners for the supply of natural gas at an estimated annual quantity of 
up to 2 BCM, which will be supplied as from October 1, 2019, or from the date gas 
production from the Leviathan reservoir begins, whichever is later, until June 30, 2021, or 
the date gas production from the Karish reservoir begins, whichever is earlier (in this 
section below: “the Supply Period” and “the Competitive Process”). In the Supply Period, 
the IEC will apply to the winner only for the purpose of purchasing gas, in accordance with 
its needs, beyond the gas supplied to it under the agreement described above. On March 
7, 2019, the Tamar and Leviathan partners submitted proposals under the competitive 
process. On April 4, 2019, the IEC notified the Leviathan partners that their proposal had 
been selected as the winner of the competitive process. See also Note 24A2(5). 
 

D. Agreement for the export of natural gas from the Leviathan project to the National Electric 
Power Company of Jordan: 

 
In September 2016, a detailed agreement for the supply of natural gas was signed 
between NBL Jordan Marketing Limited ("the Marketing Company") and the National 
Electric Power Company of Jordan ("NEPCO" and "the Export Agreement", respectively). 
The Marketing Company is a wholly owned subsidiary of the partners in the Leviathan 
project, which hold it in proportion to their interests in the Leviathan project.  
According to the Export Agreement, the Marketing Company undertook to supply natural 
gas to NEPCO for 15 years after the beginning of commercial supply and until supply 
reaches 45 BCM. Gas supply began on January 1, 2020, subsequent to the balance sheet 
date. 
According to the Export Agreement, the supply point is at the exit of the Israeli pipeline at 
the Israel-Jordan border. It is estimated that the costs involved in completing Israel's 
transmission system to the Israel-Jordan border will amount to USD 122 million (100%, the 
share of the Partnership is USD 55 million).  
NEPCO has a take or pay commitment for a minimum annual volume of gas according to a 
mechanism set out in the Export Agreement.  
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
K. Natural gas supply agreements (contd.) 
 

2. Leviathan project (contd.) 
 

E. Agreement for the export of natural gas from the Leviathan project to Dolphinus: 
 
In February 2018, the Partnership and Noble signed an agreement with Dolphinus (in this 
section: “the Buyer”) for the export of natural gas from the Leviathan project to Egypt (“the 
Original Leviathan-Dolphinus Agreement”).  
On September 26, 2019, the Leviathan partners and Dolphinus signed an agreement to 
amend the Original Leviathan-Dolphinus (“the Amendment to the Leviathan Dolphinus 
Agreement”) and the Leviathan partners and the Tamar partners signed an agreement for 
the allocation of available capacity in the transmission system from Israel to Egypt between 
(for further information, see Note 12E above).  

 
On January 15, 2020, subsequent to the balance sheet date, natural gas started to flow in 
accordance with the agreement.  

 
It should be noted that, in a tax decision regarding the amendment to the Leviathan-
Dolphinus Agreement issued to the Leviathan partners by the Tax Authority on December 
9, 2019, and under the terms of the Gas Outline Plan, the Leviathan partners undertook to 
offer new customers (as defined in the Gas Outline Plan) with which they have or will have 
agreements from February 19, 2018 until three full years from the date the tax decision is 
signed, agreements for the sale of natural gas at a price calculated according to the 
formula in the Amendment to the Leviathan-Dolphinus Agreement, which is based on the 
Brent Price, while performing several adjustments as set out in the tax decision, including 
in view of the location of the delivery point in the Amendment to the Leviathan-Dolphinus 
Agreement. 

 
Below is a summary of the details and terms of the Amendment to the Leviathan-Dolphinus 
Agreement: 

 
(A)  The total contractual gas quantity that the Leviathan Partners undertook to supply to 

the Buyer under the Leviathan Agreement Amendment is on a firm basis and it 
significantly increased to 60 BCM (compared with 32 BCM under the Original 
Leviathan-Dolphinus Agreement) (“the Total Contractual Quantity in the Leviathan 
Agreement”).  

 
(B)  Supply under the Amendment to the Leviathan-Dolphinus Agreement started on 

January 15, 2020 and will continue until December 31, 2034 or until full supply of the 
Total Contractual Quantity, whichever is earlier (“the Termination Date of the 
Leviathan Agreement Amendment”). According to the Amendment to the Leviathan-
Dolphinus Agreement, the Leviathan Partners undertook to supply annual gas 
quantities to the Buyer as follows: (i) In the period beginning on January 15, 2020 and 
ending on June 30, 2020, 2.1 BCM per year; (ii) in the period beginning on July 1, 
2020 and ending on June 30, 2022, 3.6 BCM per year; and (iii) in the period beginning 
on July 1, 2022 and ending on the Termination Date of the Leviathan Agreement, 4.7 
BCM per year.  

 
(C)  The Buyer undertook to take-or-pay for quarterly and annual quantities, in accordance 

with the mechanisms set out in the Amendment to the Leviathan-Dolphinus 
Agreement, which, among other things, allow the Buyer to reduce the take or pay 
quantity in a year in which the average daily Brent price (as defined in the agreement) 
falls below USD 50 per barrel, to 50% of the annual contractual quantity. It should be 
noted that, insofar as the contractual quantity is reduced in event of a dispute 
regarding an adjustment to the gas price, as set out in section (D) below, the right of 
Dolphinus to reduce the take-or-pay quantity as aforesaid will be null and void. 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
K. Natural gas supply agreements (contd.) 
 

2. Leviathan project (contd.) 
 

E. Letter of intent for the export of natural gas from the Leviathan project to Dolphinus (contd.) 
 

(D)  The price of gas supplied to the Buyer under the Amendment to the Leviathan-
Dolphinus Agreement will be calculated by a formula based on the price of a barrel of 
Brent oil and includes a minimum price. The Amendment to the Leviathan-Dolphinus 
Agreement includes a mechanism for an update of the price at a rate of up to 10% 
(addition or reduction) after the fifth year and after the tenth year of the agreement (in 
this section below: “the First Adjustment Date” and “the Second Adjustment Date”, 
respectively) upon the fulfillment of certain conditions set out in the agreement. If the 
parties fail to reach an agreement on the price update as described above, the Buyer 
will be entitled to reduce the contractual quantity by up to 50% on the First Adjustment 
Date and up to 30% on the Second Adjustment Date. 

 
(E)  The Amendment to the Leviathan-Dolphinus Agreement includes standard provisions 

for termination of the Agreement, as well as provisions in the event of termination of 
the Amendment to the Tamar-Dolphinus Agreement between the Buyer and all 
partners in the Tamar reservoir due to its breach, and the refusal of the Leviathan 
partners to supply the quantities set out in the Amendment to the Tamar-Dolphinus 
Agreement, as set out in section K1d above, including compensation mechanisms for 
such case.  

 
F. Agreement for supply of condensate to Bazan 

 
In December 2019, an agreement was signed (“the Bazan Agreement”) according to which 
condensate produced from the Leviathan reservoir will flow to the EAPC pipeline leading to 
the tank farm of Petroleum & Energy Infrastructures Ltd. ("PEI”) and from there to Bazan’s 
facilities, in compliance with regulatory directives. 
 
The Bazan Agreement is on an interruptible basis for 15 years, commencing from the start 
of condensate flow (in commercial quantities), with each party having the right to terminate 
the Bazan Agreement with at least 360 days’ notice to the other party. In addition, each 
party may cancel the Bazan Agreement with shorter notice under certain circumstances, 
including in the event of a breach by the other party, and in the event of regulatory and 
other changes that will not allow the flow of condensate in accordance with the Bazan 
Agreement. 
 
The flow of condensate to Bazan under the Bazan Agreement will be on an interruptible 
basis up to a maximum quantity agreed on by the parties (“the Maximum Quantity”). The 
parties may revise the Maximum Quantity from time to time, subject to compliance with the 
terms established by the authorities in this respect, including conditions laid down by the 
authorities in this regard, including the Ministry of Energy and the Ministry of Environmental 
Protection.  
 
Under the Bazan Agreement, the delivery of the condensate to the Bazan will be for no 
consideration, and the Leviathan partners will bear all expenses, including the tax 
exposure, incurred for the flow of condensate.  
 
The Bazan agreement sets out a number of preconditions, mainly referring to obtaining 
regulatory approvals for the flow of condensate to Bazan, including approvals regarding the 
sale of condensate for no consideration. Subsequent to the balance sheet date, on January 
29, 2020, the Bazan Agreement took effect. 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
K. Natural gas supply agreements (contd.) 
 

2. Leviathan project (contd.) 
 

G. Agreement for the supply of condensate to an international fuel trading company (in this 
section: “the Buyer”) 

 
In December 2019, the Leviathan partners signed an agreement whereby condensate 
produced from the Leviathan reservoir, as aforesaid, will be transported in road tankers 
and delivered to the Buyer in the PEI tanker farm (“the Supply Agreement”).  
The Supply Agreement came into effect upon the start of flow of natural gas from the 
Leviathan reservoir and is valid until December 31, 2020, and the Agreement will be 
renewed annually for one additional year, unless one of the parties chooses not to renew it, 
by notice of at least 60 days. Each party may terminate the Supply Agreement in the event 
of its breach by the other party as well as in the event of regulatory and other changes that 
will prevent the supply of the condensate according to the provisions of the Supply 
Agreement. 
The condensate will be supplied by the Leviathan partners to the Buyer under the Supply 
Agreement on an interruptible basis up to a daily maximum quantity that was agreed on 
between the parties.  
According to the Supply Agreement, the Leviathan partners will bear all costs related to the 
condensate until its delivery to the Buyer at the gate of the PEI tank farm and the Buyer will 
bear all costs for the condensate from that point on. 
The price of condensate set out in the Supply Agreement will be linked to the Brent barrel 
price and the Buyer will be entitled to a discount on the condensate it receives, and which 
will exceed the specification set out in the Supply Agreement. 

 
3. Force majeure events under agreements for the sale of natural gas 

 
In most of the Partnership’s agreements for the sale of natural gas (“the Agreements”), the 
customers have a take-or-pay agreement for a minimum annual quantity of natural gas, 
according to the mechanisms set out in the agreements. However, the customers may be 
exempt from this obligation, in the event of force majeure that prevents them from fulfilling 
their obligations, as defined in the Agreements. A force majeure event is defined as an 
event beyond the customer’s control, which prevents it from fulfilling its undertakings under 
the agreement and which could not reasonably have been prevented under the 
circumstances. The Agreements list events that will not be considered force majeure, also 
where they are beyond the customer’s control. It should be noted that the Partnership may 
also be exempt from its obligations under the agreements for sale of natural gas in the 
event of force majeure that prevents it from fulfilling its obligations s under the Agreements.  
If a force majeure event continues over a prolonged period as set out in an agreement for 
the sale of natural gas (usually between one and three years) and it has a material effect 
on the ability of a party to fulfill its undertakings as aforesaid, this may constitute grounds 
for termination of the agreement. Accordingly, a force majeure event over a prolonged 
period, which suspends a customer's undertakings to buy a significant quantity of natural 
gas, may have a material adverse effect on the Partnership’s revenues. 
Shortly before the approval date of the financial statements, against the background of the 
Covid-19 Crisis, the partners in the Tamar and Leviathan oil assets received several 
notices from their customers, claiming that the Covid-19 Crisis and its repercussions 
constitute a force majeure event, which may affect the ability of those customers to fulfill 
their future undertakings under the Agreements in full and on time. It should be noted that, 
as at the approval date of the financial statements, the customers are continuing to fulfill 
their undertakings in accordance with the Agreements. As at the approval date of the 
financial statements, the Partnership believes that the circumstances alleged in the notices 
received from the customers do not constitute a force majeure event, as required under the 
provisions of the agreements for the sale of gas. 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
K. Natural gas supply agreements (contd.) 
 

4. Estimates regarding gas quantities and supply dates  
 

The estimates of the quantity of natural gas purchased by the buyers in the Leviathan and 
Tamar Projects, and commencement of supply under the supply agreement is forward-looking 
information, and there can be no certainty that it will materialize, in whole or in part, and it might 
materialize in a substantially different manner, due to various factors, including non-fulfillment of 
the preconditions in each of the supply agreements (to the extent they have not yet been 
fulfilled), failure to obtain regulatory approvals, changes in the volume, rate and timing of natural 
gas consumption by each of the buyers, the gas price based on the formulas in the supply 
agreements, the USD-NIS exchange rate (if relevant to the supply agreement), Brent prices (if 
relevant to the supply agreement), the US-CPI (if relevant to the supply agreement), 
construction and operation of the power station and/or other facilities of the buyers (if relevant to 
the supply agreement), exercise of the options granted to each party in the supply agreements, 
and their exercise date.  
 

L. Royalties to the State, the Group, and others 
 

1. According to the Commissioner of Petroleum Affairs' announcement on July 19, 2004 and a 
summary of a discussion held with the Commissioner, the method for calculating the royalties 
due to the State from the Yam Tethys reservoir was agreed on. Based on implementation of the 
principles of the English formula and taking into account the outline for the sale of gas between 
the Tamar partners and the Yam Tethys partners, the actual rate of state royalties in the Yam 
Tethys Project used by the Partnership in its financial statements in 2017, 2018, and 2019 was 
11.05%, 11.28%, and 11.61% respectively. Accordingly, in these years, the royalties to the 
royalty holders in the Ashkelon lease were also calculated. 

 
2. In February 2019, the Yam Tethys partners and the Ministry of Energy signed an agreement on 

the final royalties reports for 2011-2013. According to the agreement, the Yam Tethys partners 
are entitled to USD 4.4 million (100%), which was offset against monthly royalty payments in the 
Yam Tethys project. 

 
3. From the start of production from the Tamar reservoir until the end of 2016, in 2017-2018 and in 

2019, the Partnership made, under protest, advance payments on account of royalties that were 
determined by the Ministry of Energy at a rate of 12%; 11.65%; and 11.3%, respectively. 
 
The Operator and the other Tamar partners believe that calculation of the actual royalty rate to 
the state for revenue from the Tamar Project, should reflect the complexity and risks involved in 
the project, and the scope of investments in the project, compared to the Yam Tethys Project.  
 
It is noted that based on a calculation using the English formula, which is the estimate that is 
closest to the agreement signed with the state in the Yam Tethys project, in 2017, 2018, and 
2019, the actual royalty to the state recorded in the financial statements of the Partnership for 
the Tamar Project is 11.22%, 11.16%, and 11.3%, respectively.  
 

4. The differences in the royalties paid to the State and the effective royalty rates used by the 
Partnership in its financial statements, in the Tamar project, amounted to USD 17.6 million (NIS 
61 million) (2018: USD 18.8 million (NIS 70 million)), which was included under other long-term 
assets.  
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
L. Royalties to the state, the Group, and others (contd.) 
 

5. For information about the claim to return royalties paid to the state by the Partnership and 
Noble, for their revenue from the supply of natural gas, from their part in the Tamar project, to 
their customers under the Yam Tethys agreements, see Note 24A2(3) below. 

 
6. Subsequent to the balance sheet date, on February 9, 2020, the Ministry of Energy released, for 

public comment, directives on the manner of calculation for the value of the royalty at the 
wellhead in relation to offshore oil rights, under section 32 of the Petroleum Law. On March 15, 
2020, the Partnership, together with the other partners in the Tamar project and the Leviathan 
project, submitted their comments to the directives.  

 
7. The calculation method for royalties to the State as set out above is also used to calculate the 

wellhead market value of the overriding royalty paid by the Partnership to the Group companies 
and to third parties, under the Limited Partnership agreement. The effective overriding royalty 
rate for the sale of natural gas and condensate from the Tamar reservoir in 2017-2019 is 
between 4.4% and 9% of gross sales for each of the years (of which, the rate of the royalty paid 
to the Group companies in these years is between 2.6% and 7.2%). The effective overriding 
royalty rate for the sale of natural gas in the Ashkelon lease in 2017-2019, taking into account 
commercial regulations (section H1 above) is between 8.6% and 8.9% of gross sales.  

 
8. As part of the Partnership's commitment to pay royalties to the Company and Delek Energy Ltd. at a 

rate of 6.5% (instead of 1.5%), on September 4, 2018, the Partnership’s audit committee, followed 
by the board of directors, approved the calculation of the ROI date, according to which the ROI date 
was in January 2018 (instead of December 2017, according to the draft calculation). In accordance 
with the calculation, the Partnership adjusted the calculation of the financing expenses and 
accordingly the royalty expenses in the Partnership and Tamar Petroleum together were reduced by 
USD 2.8 million (which was returned to the payers of the royalties). The calculation was approved 
after receiving a special report of the Partnership’s auditors, after completion of their special audit, in 
the prescribed scope and on the basis of an independent legal advisor of the audit committee. For 
information about the motion for certification as a derivative claim, the statement of claim filed by the 
supervisor of the operator for the ROI date, see Note 24A3 below. 
As set out in sections 12C(4) and 12C(5) above, Delek Energy and the Group sold the right to 
royalties at the fixed rate after the ROI date and an indemnification arrangement was set out 
between Delek Energy and Delek Royalties. 
 

9.  In February 2019, Tamar Petroleum presented the Company, Delek Energy, and Delek 
Royalties (“the Royalty Holders”) with its position that according to the interim calculation report 
as at the ROI date, which was prepared on its behalf in February 2019 (in this section below: 
“the Interim Calculation Report”), the ROI in the Tamar lease was achieved at the end of 
February 2018, subject to adjustments and reservations as set out in the Interim Calculation 
Report.  Tamar Petroleum requested a refund of royalties in the amount of USD 852 thousand 
for the share of the Royalty Holders (in this section below:  “the Refund Amount”). On February 
27, 2019, after the Company and Delek Energy did not respond to Tamar Petroleum’s request 
for the Refund Amount, Tamar Petroleum offset the Refund Amount from the royalty payments 
at the end of February 2019 (Delek Energy transferred its share of USD 639 thousand to Delek 
Royalties as part of the indemnity as set out in Note 12C4).  
The Company and Delek Energy notified Tamar Petroleum of their firm opposition to the 
contents of Tamar Petroleum's letter, including the attached calculation, and denied Tamar 
Petroleum's right to the offset (which the Company and Delek Energy claim was made in 
contravention of the law). Delek Energy and the Company further noted that they have serious 
claims regarding the advance of the date of ROI to long before February 2018 (the date claimed 
by Tamar Petroleum). The Company and Delek Energy also stated that, if Tamar Petroleum 
does not transfer the Refund Amount that was offset (in contravention of the law), and if it does 
not agree with the position of the Company and Delek Energy regarding the early date of ROI, 
the Company and Delek Energy will consider their steps as to how to clarify these issues. See 
also Note 24A3. 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
M. Regulation 
 

1. The Gas Outline Plan 
 

A)  On August 16, 2015, Government Decision No. 476 (which was adopted in the government 
decision of May 22, 2016) approved the outline for increasing the quantity of natural gas 
produced from the Tamar natural gas field and swift development of the Leviathan, Karish, 
and Tanin gas fields and other natural gas fields (in this section, "the Government 
Decision"), which came into effect on December 17, 2015 after the Prime Minister, acting 
as Minister of the Economy, granted an exemption from certain provisions in the Restrictive 
Trade Practices Law to Ratio and Noble (in this section below: “the Parties”), in accordance 
with the provisions of section 52 of the Restrictive Trade Practices Law (in this section 
below: "the Exemption” or “the Exemption under the Restrictive Trade Practices Law), the 
main points of which are set out below. 

 
B)  Following are the restrictive trade practices for which the exemption was granted: 
 

1. The restrictive arrangement that ostensibly arose, according to the position of the 
Competition Commissioner, following acquisition of the rights in the Ratio Yam permit 
by the parties; and the restrictive arrangement that ostensibly arose after the parties 
became the joint owners of the Ratio Yam and Leviathan reservoir permit. 

2)  The restrictive arrangement that will arise, ostensibly, if all or some of the parties will 
jointly market the gas produced from the Leviathan reservoir to the local market until 
January 1, 2025. 

3)  The restrictive arrangement that will arise, ostensibly, if all or some of the parties will 
jointly market the gas produced from the Leviathan reservoir for export only. 

4)  The restrictive arrangement that may arise from a certain agreement for acquisition of 
natural gas from the Leviathan reservoir, provided that the agreement is signed by 
January 1, 2025 

5)  In everything relating to their activity in the Tamar and Leviathan reservoirs only, the 
Partnership and Noble hold a monopoly according to the declarations of the 
Competition Commissioner. 

 
C)  The exemption from the restrictive arrangements set out in section B above is contingent 

on fulfillment of the following conditions, among others: The sale of all of the Partnership’s 
rights in the Karish and Tanin leases; the sale of all of the Partnership's rights in the Tamar 
and Dalit leases within 72 months from the date of the exemption under the Competition 
Law, certain stipulations relating to existing and future agreements for the supply of gas 
from the Tamar and Leviathan reservoirs, including price alternatives, linkage and gas 
quantities; compliance with the guidelines for the development of the Tamar SW reservoir; 
and an undertaking to invest in local content. In addition, the Gas Outline Pan regulated 
issues relating to the export of natural gas, the existence of a stable regulatory 
environment, and various taxation issues. All this is subject to the terms and guidelines set 
out in the Gas Outline Plan. 

 
D)  As at the approval date of the financial statements, the Partnership sold all of its holdings in 

the Karish and Tanin reservoirs (see Note 12G above), and 9.25% of the rights in the 
Tamar and Dalit leases (see Note 12G3 above). The Partnership is also continuing to take 
steps to ensure compliance with the terms and guidelines set out in the Gas Outline Plan. 

 
E)  As at the approval date of the financial statements, the Company and Delek Energy sold 

the rights to receive royalties from the Tamar and Dalit leases. In addition, subsequent to 
the balance sheet date, the Company sold all of its holdings in Cohen Development that 
are eligible for royalties, among other things, from the Tamar and Dalit leases. See Note 
10N. 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
M. Regulation (contd.) 
 

2.  Guidelines for providing collateral for oil rights 
 

In September 2014, the Commissioner issued guidelines for collateral for oil rights in 
accordance with section 57 of the Petroleum Law.   
 
As at the balance sheet date, the Partnership has deposited autonomous bank guarantees with 
the Ministry of Energy, in the amount of USD 52.7 million for the Leviathan, Tamar, Dalit, 
Ashkelon, and Noa leases and for the Alon D, Ofek Hadash, and Yahel Hadash licenses, 
against bank credit. It is noted that the guarantee for the Tamar lease includes the guarantee 
that was provided for the approval received by the Tamar partners for operation of the natural 
gas and condensate system from the Tamar Project.  
 
3.  Financing of projects for export through the national pipeline 
 

Subsequent to the balance sheet date, on March 23, 2020, the Natural Gas Authority 
Council issued an addendum to its decision of September 7, 2014, regarding the financing 
of export projects through the national pipeline and division of the construction costs of the 
Ashdod-Ashkelon combined section. Under the Dolphinus agreements as set out in 
sections J1d and J2E above, it was agreed that the Tamar partners and the Leviathan 
partners, as the case may be, would bear the costs for gas flow in the INGL pipeline. 
According to the addendum to the decision, among other things, the offshore section of the 
pipeline to be constructed in the future, beginning at the receiving platform in Ashdod and 
ending at the facility connecting to the export facilities of Prima Gas Ltd. will be a combined 
section (“the Combined Section”); half of the cost of the Combined Section, to be 
determined, will be financed by the license holder and the other half by the exporter, 
according to the milestones set out in the transmission agreement between the exporter 
and the transmission license holder. As at the approval date of the financial statements, 
Noble, on behalf of the Tamar partners and the Leviathan partners, is negotiating with 
INGL for a transmission agreement for the full amount to be supplied to Egypt under the 
Dolphinus agreements. The Partnership believes that, in the coming months, a 
transmission agreement will be signed, which will allow supply to Egypt of the full quantities 
of natural gas under Dolphinus agreements. 

 
N. Transmission services 
 

On May 28, 2019, an agreement was signed between INGL and Noble for the supply of interruptible 
transmission services (“the INGL Agreement”) for the delivery of natural gas from the Tamar 
reservoir and from the Leviathan reservoir to the EMG terminal in Ashkelon. From this terminal, the 
gas will be delivered to Egypt through the EMG Pipeline. The payment according to the INGL 
Agreement will be based on the quantity of gas that is actually transmitted in the INGL pipeline, 
subject to Noble’s undertaking to pay for minimum quantities, as set out in the INGL Agreement. The 
undertaking of INGL for the transmission of gas will not apply in certain cases that were set out in the 
INGL Agreement, mainly the absence of available capacity in the transmission system. The INGL 
Agreement will be in effect as from the signing date until January 1, 2023. It should be noted that the 
agreement includes a provision allowing for its early termination, if a capacity agreement on a firm 
basis is reached between the parties, in which case Noble’s commitment to pay for the minimum 
quantities will be transferred in favor of the payments required under the new agreement.   
 
As at the approval date of the financial statements, the parties are negotiating a capacity agreement 
on a firm basis, under which the parties intend to expand the capacity in such manner as to allow the 
flow of the full quantity that is possible under the Dolphinus agreements. 
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O. On March 17, 2019, the board of directors of the general partner resolved to instruct the 
Partnership’s management to assess and advance a plan to split the Partnership's assets (“the 
Split").  
 
The Split plan that is being assessed includes the following main stages: (A) all of the Partnership's 
assets and liabilities, primarily the Leviathan and Aphrodite reservoirs, with the exception of the 
assets and liabilities attributed to the Tamar and Dalit leases, will be transferred to a foreign SPC to 
be established by the Partnership (“the New Corporation” and “the Transferred Assets and 
Liabilities); (B) all of the shares of the New Corporation will be distributed by the Partnership as a 
distribution in kind to the holders of participating units in the Partnership, as they will be on the record 
date for the distribution (“the Holders of the Participating Units”);(C) the shares of the New 
Corporation will be listed on the London Stock Exchange Main Market and the option of listing them 
in Israel as well will also be considered.  
 
On the completion date of the Split, the Holders of the Participating Units will continue to hold the 
Partnership, which will hold, after the Split, the assets and liabilities attributed to the Tamar and Dalit 
leases and in addition, the Holders of the Participating Units will hold, at identical rates, shares in the 
New Corporation, which, after the Split, will hold the Transferred Assets and Liabilities. 
The Split may provide another alternative for the implementation of Government Resolution no. 476 
regarding the Gas Outline Plan, such that the Holders of the Participating Units who are not in the 
Partnership’s control group will be able to continue to hold (through the Partnership) rights in the 
Tamar and Dalit leases, provided the control holder sells its holdings in the general partner and in 
the Partnership to third parties. 
 
In the resolution of the board of directors of the general partner, the Partnership’s management was 
authorized to assess and advance all the aspects relating to the Split plan and its implementation, 
including: The method for treating the Partnership’s liabilities; assessment of the conditions to listing 
shares of the New Corporation on the London Stock Exchange Main Market and/or on the Tel Aviv 
Stock Exchange, and the assessment and handling of the regulatory and other approvals required.  
 
The Partnership intends to take steps to receive a tax decision from the Tax Authority, among other 
things, with the aim of allowing performance of the Split with a tax deferral, both for the Partnership 
(until the actual sale of the assets) and for the Holders of the Participating Units (until the sale of the 
participating units or shares of the New Corporation). If a tax decision is received as aforesaid, the 
tax payment will be on the date the leases are sold and not when the Split is completed. 
 
It is clarified that if a decision is made to advance the Split, it will be presented for the approval of the 
organs under the law, including the approval of the general meeting of the Holders of the 
Participating Units by a special majority, for the sake of caution, as required for the approval of an 
exceptional transaction in which the controlling shareholder has a personal interest. 
It is further noted that together with the assessment of the feasibility of the Split, the Partnership is 
continuing to assess and advance other alternatives for the sale of the balance of its holdings in the 
Tamar and Dalit leases. 
 
It should be clarified that the completion of the Split is subject, among other things, to the receipt of 
regulatory approvals (including approval of the Tax Authority) in Israel and overseas, and the 
approval of third parties, and at this stage the feasibility of the Split is unclear and it is uncertain 
whether it can be performed and under what conditions. It is further clarified that in view of the 
aforesaid, material changes may be made to the Split plan. 
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P. Taxation of Profits from Natural Resources Law, 2011 (formerly: the Petroleum Profits Tax 

Law, 2011) 
 

1. In April 2011, the Knesset passed the Profits and Natural Resources Tax Law, 2011 ("the Law"). 
Implementation of the Law results in a change in the tax regulations applicable to the 
Partnership and the Company, including the introduction of the oil and gas profits levy in 
accordance with the law and elimination of the depletion allowance. The law includes 
transitional provisions for producing projects or projects that started production before 2014.  
 
The main points of the law are as follows: 
 
Introduction of the oil and gas profits levy at the rate set out below. The rate of the levy is based on 
the recovery factor (“the R Factor”), according to the ratio between the net cumulative revenues from 
the project and the cumulative investments as defined in the Law. The minimum rate of the levy will 
be 20% if the R Factor is 1.5, and will rise progressively up to a maximum rate of 50%, until the R 
Factor reaches 2.3. In addition, it was determined that the rate of the levy will be reduced as from 
2017 at a multiple of 0.64 in the difference between the rate of corporate tax rate set out in section 
126 of the Income Tax Ordinance for each tax year and a tax rate of 18%. In accordance with the 
rate of corporate tax that was set, as from 2016, the maximum rate will be 46.8%. 
Additional provisions were set for the levy, such as: the levy will be recognized as a deductible 
expense for income tax purposes, will not include export installations, will be calculated and imposed 
on each reservoir separately (ring fencing); for payment by the holder of the oil right calculated as a 
percentage of the produced oil, the payee will be required to pay a levy on the amount of payment 
received, and this amount will be deducted from the levy liability of the holder of the oil right. 
In addition, the Law prescribes regulations for consolidation or separation of oil projects in 
respect of the Law. 
The provisions regarding the levy on oil and gas profits are effective as from April 10, 2011, and 
they include transitional provisions for projects that began commercial production before 
January 1, 2014.  
 
According to the law, the project operator files a tax report, which includes cumulative data 
regarding proceeds and investments for the purpose of calculating the R factor, as set out 
above. It should be noted that in the assessment discussions that were held, there were 
differences of opinion between the operator and the tax authorities, some of which are being 
heard in court, including in respect of the classification and quantification of data in the reports 
that were filed. 
 

2. On December 31, 2017, the general partner in the Partnership filed an appeal against the District 
Court's judgment (in this section below: "the Partnership’s Appeal"), in which the Supreme Court 
was petitioned to rule on the proper interpretation of section 19, in such a matter as to determine a 
fixed, known, and industry-wide method for taxing the taxable income of the oil partnerships, 
whereby all the oil partnerships will be able to act with certainty, among other things, while allocating 
the tax payment among the holders equally, to avoid the discrimination of holders liable for a lower 
rate than the maximum tax rate that applies to an individual. The Supreme Court was also petitioned 
to rule, as follows: (A) the tax paid by an oil partnership under section 19 should be equally allocated 
among all of the units in the partnership; (B) accordingly, the Partnership should issue equal tax 
certificates to the unit holders, such that the tax paid by the Partnership, on account of the tax for 
which the unit holders are liable, will be recorded on the tax certificate in a uniform amount for 
individuals and for corporations, with no distinction between them, and each holder may use such 
certificate as required, whether to supplement the tax payment required from the holder, or to 
receive a tax refund; (C) alternatively, to determine that the ruling of the District Court, whereby the 
tax should be allocated to holders in a differential manner, will apply prospectively only, whereas in 
the past, the oil partnerships could allocate the tax paid to the relevant holders equally, and 
accordingly be entitled to issue equal tax certificates; (D) alternatively again, if it is determined that 
the tax payment under section 19 is not a distribution within its meaning in the Companies Law, 
1999 ("the Companies Law") it will then be determined that a balancing payment made to 
corporations-holders (to prevent subsidization among holders of the Partnership's units in the 
payment of the tax) is not a distribution, in order to avoid the discrimination of holders who are liable 
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for a rate lower than the maximum tax rate that applies to individuals (such as companies or 
institutions).  
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P. Taxation of Profits from Natural Resources Law, 2011 (formerly: the Petroleum Profits Tax 

Law, 2011) (contd.) 
 

2.  (contd.): 
 

Since another appeal was filed with the Supreme Court in the matter of another oil partnership – 
Isramco Negev 2 ("Isramco") on a similar ruling of the District Court regarding the allocation of 
tax paid by the partnership on account of the holders (in this section: "the Isramco Appeal") and 
as requested by Isramco and the Partnership, the Supreme Court ruled that the appeal will be 
heard together with the Isramco Appeal.  
 
On July 28, 2019, the Supreme Court handed down a judgment dismissing the appeals ("the 
Judgment on the Appeal"). The Supreme Court upheld the judgment of the Tel Aviv-Jaffa 
District Court, and ruled, among other things, that an arrangement under which the Partnership 
will bear the full tax rate of the holders, individuals, and corporations alike, as required by 
section 19, and in addition to or further thereto, will make balancing payments to holding 
corporations, does not constitute a "distribution" as defined in the law, but a result that requires 
payment of profits on account of the tax. However, the Supreme Court clarified that it does not 
purport to recommend or set hard and fast rules regarding the method of the balancing 
payments.  
 
Shortly before the end of the 2017, 2018, and 2019 tax years, together with payments on the 
account of tax applicable to individual-holders, the Partnership made balancing payments to 
corporate-holders. It should be noted that the aforesaid balancing payments for tax years 2017-2019 
do not necessarily represent full balancing of the payment arising from the tax rate applicable to 
individual-holders against the payment arising from the tax rate applicable to corporate-holders, 
since if there is a difference between the estimated taxable income according to which payments 
were made and the final assessment to be issued for the Partnership in the future ("the Assessment 
Differences"), the Partnership will be required to pay the Tax Authority the tax required under the 
Assessment Differences (or to receive it as a refund). It should be noted that as at the approval date 
of the financial statements, there is ambiguity regarding the correct balancing arrangement for tax 
payments arising from any Assessment Differences. Since for the tax years 2015 and 2016 ("the 
Past Period"), no balancing payments were made for the 2017-2019 tax years, as at the reporting 
date there is ambiguity regarding the proper balancing arrangement which the Partnership should 
apply for the Past Period. In view of the existing ambiguity regarding the appropriate balancing 
arrangements that the Partnership should apply, for both the Past Period and for the Assessment 
Differences that will only transpire in the future, the Partnership intends to petition the court for a 
ruling as to how the Partnership should act in each one of these cases. In this context, the 
Partnership intends to present to the court a number of possible solutions, including: (a) a solution 
based on balancing by way of reimbursement; (b) a solution according to which no balancing 
payments will be made to corporate-holders (for both the Past Period and for the assessment 
Differences); and (c) a solution according to which the Partnership will make balancing payments to 
corporate-holders, according to a number of alternatives. For the Past Period, the alternatives for 
making the balancing payments to corporations that held participating units at the end of each one of 
the tax years 2015-2016 will include: (1) payment to the corporate-holders in the amount of the 
"surplus" amount which was paid for individual-holders in the Past Period, in a total amount of USD 
12.3 million; (2) payment in the amount which would have been paid to the corporate-holders if full 
balancing payments would have been made in the Past Period, in a total amount of USD 68.7 
million; (3) a combined method payment, taking into account that some of the corporate-holders no 
longer hold the units today. Regarding the solutions and alternatives for the Past Period, as set out 
above, the Partnership believes, based on the opinion of its legal counsel, that it is more likely than 
not that the Partnership will be required to make balancing payments to corporate-holders for the 
Past Period in the amount of at least USD 12.3 million, however, given the ambiguity in the court 
ruling for the Past Period and in view of the disadvantages of each of the alternatives, and taking into 
account all of the circumstances and considerations, as well as the complexity of the case, the 
Partnership and its legal counsel are unable to assess the probability that any of these alternatives 
will be adopted by the court, and therefore they are unable to assess the probability that the 
Partnership will be required to pay more than USD 12.3 million. Accordingly, the Partnership 
included a provision of USD 12.3 million, which was recognized against the balance of the profits in 
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the Partnership’s capital. It should be noted that the total consolidated provision amounted to NIS 13 
million.  
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
P. Taxation of Profits from Natural Resources Law, 2011 (formerly: the Petroleum Profits Tax 

Law, 2011) (contd.) 
 

2. (contd.) 
 

The estimated amount of the balancing payments for the tax year 2016 is based on the 
Partnership's independent assessment report, for which there are disputes between the 
Partnership and the Tax Authority. It should be noted that decisions on these disputes may 
materially change the Partnership’s taxable income for 2016, and accordingly, the amount of the 
balancing payments arising from it.  
 
It should also be noted that, based on the Partnership’s results for 2019, the Partnership revised 
its estimated taxable income estimate for the tax year 2019. Since, as at reporting date, there is 
ambiguity as to the appropriate balancing arrangements that the Partnership is required to 
adopt for the Assessment Differences, considering the complexity of the issue and the inability 
to estimate the probability with respect to the amount that the Partnership will be required to pay 
as a balancing payment to corporate holders, and considering the fact that the amount of the 
balancing payment, insofar as it is determined to be required, is immaterial, and based on the 
opinion of its legal counsel, the Partnership made no provision for the aforesaid. 

 
Q. Bid for participation in the rights in exploration licenses in Canada 
 

The Company submitted, through a wholly-owned foreign subsidiary, DKL Investments Limited, a bid 
for participation in the rights for maritime exploration licenses in an area east of Newfoundland 
Canada. On November 9, 2016, the tender results were announced, awarding the Company, through 
its subsidiary, the rights to the license in Block 7, covering 2,000 sq. km. at an estimated target depth 
of 4,500 m (the water depth is 1,400 m). The subsidiary submitted the bid together with Navitas 
Petroleum Limited. The Company, through its subsidiary, will hold 70% of the license rights and 
Navitas Petroleum Limited will hold the balance (jointly: "the Partners"). 
 
The criterion for selection of the winning bid is the total amount that the Bidder committed to invest in 
exploration in the tender area. The Partners' bid amounted to CAD 48 million for the period (USD 36 
million as at the reporting date, and the Company's share is 70%). Under the tender, the Company 
provided guarantees of 25% of the commitment, based on the distribution of the license rights (CAD 
8 million). If the Partners invest money in seismic work and exploration in the block, they will be 
entitled to release the guarantee for up to 25% of actual investments as defined in the license, on an 
annual basis. In addition to the guarantee, the Partners are committed to annual payments for 
environmental and other works. In accordance with the tender, the license will be granted for six 
years, with an option for an extension of three more years. At the end of the period, the license will 
expire and the license areas will be returned, with the exception of areas in which a discovery is 
declared, if any, and a discovery or development license will be received for these areas. Within six 
months from the date set in the license (not yet received), the license parties are required to sign a 
standard joint operating agreement (JOA). 
 
In accordance with a report published by the Government of Newfoundland and Labrador, the West 
Orphan geological basin, which includes Block 7, has a potential for 25.5 billion barrels of oil and 
20.6 TCB of natural gas in place. It is clarified that the estimate is for the entire basin and not for 
Block 7 alone. 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
R. Oil and gas production in the North Sea through Ithaca 
 

Ithaca operates in oil and gas production in the North Sea. Ithaca owns various rates of rights in 
producing and non-producing assets, mainly in the GSA, Captain, and other regions, some of which 
its serves as operator. 
In 2018, Ithaca acquired all the rights in the facilities and licenses of its partners in the GSA Project, 
so that after completing the transaction Ithaca holds all the rights in the FPF-1 floating production 
facility in the GSA Project and in all the rights in the Project licenses, except for the Vorlich, Vorlich 
West, and Courageous licenses. The objective of the acquisition of the rights is to significantly 
increase Ithaca's share in the GSA Project reserves and production, and provides Ithaca full control 
and long-term flexibility in developing the GSA Project producing assets.  For further information, see 
section 10F above. 
In addition, in 2019, Ithaca acquired ten producing assets in the North Sea as part of the acquisition 
of CNSL shares. For further information, see section 10F above. 
 
GSA Project 
 
The GSA Project comprises several licenses that include the fields in which are located the Stella 
and Harrier reservoirs and five additional assets - Hurricane, Vorlich, Vorlich West, Courageous and 
Austen which, as at Reporting Date have not yet begun production In all the oil assets in the GSA 
Project, with the exception of, Vorlich West, exploration and appraisal drillings were carried out by 
third parties, and petroleum reservoirs were discovered.  
In 2020, Ithaca plans to complete the development of the Vorlich field and connect it to the facility. 
Ithaca's share in the development costs is estimated at USD 45 million. In subsequent years, Ithaca 
will continue to connect the other reservoirs it owns to the FPF.  
 
Ithaca pays royalties at a rate of 3.34% of revenues from the sale of oil and gas from the GSA 
project to the original holders of the license. 
 
Captain area 
 
The primary asset acquired in the CNSL transaction is the Captain field, which covers an area of 85 
sq. km and contains heavy oil and natural gas (“the Captain Field”).  
In November 2018, the partners in the Captain Field obtained OGA approval for the field 
development plans referring to development based on enhanced oil recovery (EOR). 
 
The development plan will be implemented in two stages and it mainly includes a commitment to drill 
another seven wells, and inject polymers in the field to increase the recoverability of the oil. As at the 
approval date of the financial statements, Stage A of the development plan, which included drilling of 
five production wells and two polymer injection facilities in Area A of the field, has been completed.  
The investments for the continuation of development of the field and expansion of implementation of 
the EOR method in the different areas, and development of the lower layers of the reservoir in the 
coming years is estimated at USD 540 million.  
 
Additional information 
 
Subsequent to the balance sheet date, on March 16, 2020, Total E&P North Sea UK Ltd., the 
operator in the Isabella oil asset in the area of the continental shelf of the UK in the North Sea 
region, announced that in the exploratory drilling, indications of petroleum were discovered in the 
target layers of the well. The operator announced that due to high pressure and temperature, at this 
stage, production tests could not be performed using the existing equipment. Ithaca was informed 
that the operator intends to consider various alternatives for production tests at the oil asset at a later 
date. It should be noted that, under the terms of Ithaca’s transaction regarding the oil asset, Ithaca 
does not bear expenses for its share in the oil asset (10%). 
 
  



Delek Group Ltd. 
 

Notes to the Consolidated Financial Statements  

 

 

C - 150 

NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
R. Oil and gas production in the North Sea through Ithaca (contd.) 
 

Information about Ithaca’s reserves  
 
Quantitative data  
 
According to a report prepared by NSAI for Ithaca, which was prepared in accordance with the 
principles of the Petroleum Resources Management System (SPE-PRMS) as at December 31, 2019, 
the oil reserves, natural gas, and NGL in the oil assets included in the other assets, are as set out 
below: 
 

Ithaca reserves 

Reserve category 

Oil Natural Gas NGL 

Total BOE  

(Net MBOE) *) 

Ithaca’s share 

(net Mbbl) 

Ithaca’s share 

(net MMcf) 

Ithaca’s share 

(net Mbbl) 

Ithaca’s share 

(net MBOE) 

     

Total 1P reserves 
(Proved reserves) 

86,617 230,555 7,587 133,954 

     

Total 2P reserves 
(Proved + probable reserves) 

137,835 332,403 11,130 206,276 

(*)  Equivalent to thousands of barrels of oil 

 
These estimates of the natural gas reserves, NGL, and contingent resources in Ithaca’s rights in 
reservoirs, are based, among other things, on geological, geophysical, and other information. These 
estimates are the professional estimates and assumptions only of NSAI, for which there is no 
certainty. The estimates for actual quantities of oil, natural gas and condensate produced may differ 
from these estimates and assumptions, partly due to technical and operational conditions and/or 
regulatory changes and/or the supply and demand conditions in the market and/or actual 
performance of the reservoir. The estimates and assumptions may be revised if additional 
information becomes available and/or as the result of a range of factors related to oil and natural gas 
exploration and production projects. 
 
As at December 31, 2019, the Group included a provision for impairment of oil and gas assets in the 
North Sea region (mainly for the GSA asset) in the amount of USD 199 million (NIS 688 million). The 
impairment was due, among other things, to a decrease in reserves and forecasts for oil and gas 
prices. The recoverable amount was determined as the fair value of a cash-generating unit, net of 
selling costs. The fair value was calculated by an independent outside valuator, based on the future 
cash flow expected to arise from the sale of oil and gas, less selling costs and taking into account the 
assumptions that a reasonable market participant uses to determine fair value. The cash flows were 
discounted at a rate of 9% after tax. The assumptions used to calculate the fair value are the same 
as those used to assess goodwill impairment attributable to a unit of “oil and gas assets in the North 
Sea”. For further information, see Note 14B(3). 
 
The valuation is classified at level 3 on the fair value hierarchy. As set out in Note 1B above, 
subsequent to the balance sheet date, global oil and gas prices plummeted. Therefore, in view of the 
material effect these prices have on the fair value of the oil and gas assets in the North Sea, the 
Group performed a sensitivity analysis of its oil and gas assets attributable to its operations in the 
North Sea. According to the sensitivity analysis, an average decrease of 20% in oil and gas prices 
compared to the prices used in the December 31, 2019 valuation would result in an impairment of 
USD 600 million, net of tax. It should be noted that other parameters, such as a possible change in 
discount rates and savings in capital and operating costs, were not taken into consideration in the 
assessment, as well as the appreciation in the hedging transactions.  
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
S. Exploration and development of oil and gas in the Gulf of Mexico 
 

1. On January 8, 2018, Delek GOM, a wholly-owned foreign subsidiary of the Company  ("the 
Buyer") signed an agreement for the purchase of oil and gas rights (in this report: “the 
Agreement” or “the Rights Purchase Agreement”) with GulfSlope Energy, Inc.  and Texas South 
Energy Inc. (“GulfSlope”, “Texas South”, respectively, and jointly: “the Transferors”). The 
Transferors are public companies whose shares are listed for trading in the USA (OTC). 
 
The oil assets under the Agreement are 12 federal leases for exploration, development and 
production of oil and gas in the Gulf of Mexico, USA, in shallow waters (less than 150 m depth) 
(“the Leases” and “the Oil Assets”). In the area of the Oil Assets, the Transferors identified nine 
major prospects for exploration drilling (“the Prospects”), seven of which are in deep layers 
(“Below the Salt" and two in shallow layers (“Above the Salt”). In the Agreement, the Buyers 
undertook to finance 90% of the cost of the two initial drillings in the Tau and Canoe Prospects 
(“the First Stage Assets”), in return for 75% of the rights in the First Stage Assets, in the area in 
which the drillings will be carried out, at a total amount that will not exceed USD 50 million and 
in addition, the Buyer will have an option to purchase rights in the remaining prospects based 
on the mechanism set out in the Agreement. The Company will provide the Buyer with a 
shareholders’ loan to finance the cost of these two drillings from independent sources.  
 
Gulf Slope, which is the drilling operator ("the Operator") signed the agreement with Rowan 
Companies for the lease of the Ralph Coffman drilling rig (“the Rig”) to perform the two 
exploration drillings.  
 

2. In August 2018, exploration drilling at the Canoe prospect in Block VR-378 in the Gulf of Mexico 
was completed. Based on the initial analysis of information from the drilling, sand layers with oil 
were found. It should be emphasized that the Operator did not announce a discovery.  
 
The Operator is continuing to examine the drilling findings together with the available seismic 
information in order to assess potential development of the prospect and to assess the 
economic feasibility for its development. However, according to the additional information 
provided to the Company by the Operator, regarding the results of the assessment, it appears 
that according to the Operator’s internal estimate, it is expected that there will be a significant 
decrease in the assessment of the quantity of resources in the oil asset compared to the 
previous estimate. Accordingly, in 2018, the Group reduced the total costs invested in the 
drilling, which amounted to USD 11 million (NIS 40 million). 
 

3. On completion of the exploration drilling in the Canoe prospect, at the beginning of September 
2018, the drilling rig reached the site of the Tau prospect exploration drilling to the deep targets 
in the area of the SS-351 license in the Gulf of Mexico, and started drilling. According to the 
Operator's notice, when drilling towards the salt layer, the Operator encountered difficulties 
arising, among other things, from the copies in the rock layers, which required changes in the 
structure and drilling plan, and resulted in a significant delays in its progress. According to 
information provided to the Company by the operator of GulfSlope Energy Inc. (“the Operator”), 
the exploration drilling for Tau prospect had reached a final depth of 15,254 feet, while the 
original drilling was targeted to test the presence of hydrocarbons up to a depth of 29,857 feet 
(from which oil is produced in the nearby Mahogany field). The drilling did not penetrate layers 
containing hydrocarbons, however, hydrocarbon shows were encountered. The Operator did not 
announce a discovery. 
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NOTE 12 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONTD.) 
 
S. Exploration, development, and production of oil and gas in the Gulf of Mexico (contd.) 
 

3. (contd.) 
  

In view of the complex geomagnetic conditions in the drilling and the contractual obligations of 
the drilling rig to another operator, in May 2019, the Operator recommended that the drilling 
should be sealed and abandoned in a manner that would allow for re-entry at a later stage. 
According to the Operator, the information collected in the drilling confirms its geological, 
geophysical, and engineering models, and reinforces the Operator's position regarding the 
potential in the deep layers that have not yet been drilled in the prospect. The Group and the 
Operator continued to assess various options related to future operations in the drilling area and 
testing of the deeper layers of the prospect, which have not yet been drilled. The Group's share 
in the drilling cost until the temporary sealing amounted to USD 72 million (after the receipt of 
insurance proceeds). In November 2019, the insurers approved insurance coverage for the 
event underlying suspension of the drilling at a depth of 15,245 feet (as set out above). Under 
the terms of the policy, the insurers will pay certain costs associated with controlling the well, in 
addition to the costs required to continue drilling to the aforesaid depth. In view of the 
uncertainties created and the lack of clarity regarding the plan for continued drilling (which grew 
subsequent to the balance sheet date), the Group's management decided, at this stage, to 
include a provision of USD 53 million (NIS 182 million) for impairment, taking into consideration 
the insurance proceeds that are still expected to be received. 

 
4. On February 11, 2019, Delek GOM signed an agreement with GulfSlope, according to which 

Delek GOM will provide a loan to GulfSlope in the amount of up to USD 11 million. The loan will 
be for a period of six months, will bear interest at a rate of 5% and will be secured by liens on 
the assets of GulfSlope. According to the agreement, GulfSlope will be required to repay the 
loans out of proceeds from the sale of shares or from any refund from insurance companies or 
suppliers. In addition to Delek GOM, an option will be granted, for a period of 12 months, to 
purchase GulfSlope shares up to the amount of the loans provided, at a price of 4.2 cents per 
share. 
 
At the beginning of March 2019, Delek GOM provided GulfSlope with USD 10 million. At the 
same time, Delek GOM exercised the option for the acquisition of shares against offsetting the 
debt in full, and as a result, Delek GOM holds 22% of the share capital of GulfSlope (the 
investment in GulfSlope is accounted for under the equity method). In April 2019, Delek GOM 
invested a further amount of USD 1 million on account of the Loan. In October 2019, Delek 
GOM signed an agreement with GulfSlope, according to which an additional part of the 
insurance, amounting to USD 1.6 million, which is due to the Group, were converted into 
GulfSlope shares, so that after the issuance, Delek GOM holds 24.46% of GulfSlope's share 
capital.  
 
As at December 31, 2019, in view of the uncertainty regarding the continuation of the drilling 
plan of the TAU project as set out in section 3 above (which is the main asset of GulfSlope, 
Delek GOM amortized its investment in GulfSlope in full. The total loss recorded in 2019 for this 
investment amounted to NIS 43 million (USD 13 million), which is included under the Group's 
share in the profits (losses) of operating associates, net. 
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NOTE 13 – FIXED ASSETS 
 
A. Composition and changes: 
 

2019 
 

 

 
Land, 

buildings and 
leasehold 

improvements 

 Machines, 
facilities, 

vehicles and 
office 

equipment 

 
Pumps, 

tanks and 
station 

equipment 

 

Total 

  NIS millions 

Cost         

Balance as at January 1, 2019  1,504  1,561  1,026  4,091 

Additions during the year   -  74  29  103 

Exchange differences on translation of 
foreign operations 

 

- 
 

)3( 
 

- 
 

)3( 

Entry into consolidation   -  37  2  39 

Disposals during the year   )19(  )8(   )16(   )43( 

Balance as at December 31, 2019  1,485  1,661  1,041  4,187 

Accumulated depreciation         

Balance as at January 1, 2019  547  523  721  1,791 

Additions during the year  29  108  42  179 

Exchange differences on translation of 
foreign operations 

 

- 
 

)1( 
 

- 
 

)1( 

Disposals during the year   )11(  )6(   )15(   )32( 

Balance as at December 31, 2019  565  624  748  1,937 

Depreciated cost as at December 31, 2019  920  1,037  293  2,250 

Less - provisions for impairments, net (1)  53  55  13  121 

Amortized cost as at December 31, 2019  867  982  280  2,129 
         
 
2018 
 

 

 
Land, 

buildings and 
leasehold 

improvements 

 Machines, 
facilities, 

vehicles and 
office 

equipment 

 
Pumps, 

tanks and 
station 

equipment 

 

Total 

  NIS millions 

Cost         

Balance as at January 1, 2018  1,517  1,921  1,030  4,468 

Additions during the year   49  85  12  146 

Transfer from investment property  3  -  -  3 

Transfer to investment property  (46)  -  -  (46) 

Deconsolidation *)  (7)  (433)  -  (440) 

Disposals during the year  (12)  (12)  (16)  (40) 

Balance as at December 31, 2018  1,504  1,561  1,026  4,091 

Accumulated depreciation         

Balance as at January 1, 2018  527  740  693  1,960 

Additions during the year  30  77  43  150 

Deconsolidation *)  (5)  (286)  -  (291) 

Disposals during the year  (5)  (8)  (15)  (28) 

Balance as at December 31, 2018  547  523  721  1,791 

Depreciated cost as at December 31, 2018  957  1,038  305  2,300 

Less - provisions for impairments, net (1)  53  55  13  121 

Amortized cost as at December 31, 2018  904  983  292  2,179 
         

*)  For information about the sale of the investment in the shares of Gadot, see Note 10M. 
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NOTE 13 – FIXED ASSETS (CONTD.) 
 
A. Composition and movement (contd.) 
 

(1)  The cumulative provisions for impairment of fixed assets as at December 31, 2019 (mainly 
recognized in prior years) refer to the provision for impairment of the gas compression facility 
and the gas stations of Delek Israel in the amount of NIS 66 million, and the provision for 
impairment of the power station (in the Sorek area) in the amount of NIS 55 million.  

 
(2)  Delek Israel is assessing impairment for most of its gas stations as one cash-generating unit. As 

at April 30, 2018, the decision of the prices committee of the Ministry of Energy published its 
decision, according to which the controlled marketing margin for 95 octane gasoline at self-
service pumps will be reduced by NIS 0.047 per liter (excluding VAT). The price for receiving full 
service at pumps from gas station attendants per liter of 95 octane gasoline is NIS 0.21 
(including VAT), an increase of NIS 0.01 (including VAT). In view of the decrease in the 
marketing margin as aforesaid and in view of a possible decrease in future fuel consumption 
(following the introduction of energy-efficient/electric vehicles), Delek Israel assessed the need 
for impairment of the gas stations and concluded that the value in use of stations exceeds their 
carrying amount. At the end of 2019, Delek Israel reassessed the recoverable amount of the 
gas stations, which have a carrying amount of NIS 1,009 million (taking into account the working 
capital attributable to the gas stations). The recoverable amount was determined by an 
independent outside valuator using a pre-tax discount rate of 11% and assuming that the 
average annual increase in sales up to 2026 will be 1.3% and then in 2027-2041, an average 
annual decrease of 3.8%. In accordance with the valuation, the recoverable amount exceeded 
the carrying amount, therefore a provision for impairment was not required. 

 
(3) As of December 31, 2019, IPP Delek Sorek Ltd. (“Delek Sorek”) reassessed the recoverable 

amount of the power station, with a carrying amount of NIS 700 million. To assess the 
recoverable amount of the power station, Delek Sorek engaged an independent outside 
valuator, who estimated the recoverable amount using the future discounted cash flow method. 
When determining the recoverable amount, the following parameters were taken into account: 

 

− The estimated revenue from the sale of electricity up to 2037 (when the concession 
expires) 

− The projected fixed and variable expenses, which include costs of periodic maintenance of 
the station turbines, and fixed transmission costs to the electricity grid 

− Discount rate before tax, 7. 3%. 

− The assessment results are not significantly different from the amortized cost of the power 
station in the financial statements of Delek Sorek. 

  
B. For information about liens, see Note 25. 
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NOTE 14 – GOODWILL AND OTHER INTANGIBLE ASSETS 
 
A. Composition: 
 

 Goodwill 

Marketing, 
brands, 

concessions 
and 

customer 
portfolios Total 

 NIS millions 

    

Balance as at January 1, 2018 1,486 6 1,492 

    

Amortization (impairment) recognized in the year (24) (1) (25) 

Derecognition (65) - (65) 

Adjustments for translation of financial statements of  

  foreign operations 82 - 82 

    

Balance as at December 31, 2018 1,479 5 1,484 

    

Amortization recognized during the year - (1) (1) 

Companies consolidated for the first time (*) 2,837 3 2,840 

Adjustments for translation of financial statements of   foreign 
operations (142) - (142) 

    

Balance as at December 31, 2019 4,174 7 4,181 

(*)  See Note 10G 

 
B. Impairment of goodwill 
 

To assess impairment of goodwill, the goodwill was attributed to business sectors, as follows: 
 

 December 31 

 2019 2018 

 NIS millions 

   

Fuel in Israel (1) 322 320 

Oil and gas exploration and production in Israel and its surroundings (2) 455 493 

Oil and gas exploration and production in the North Sea (3) 3,397 666 

Total 4,174 1,479 

 
(1)  As at December 31, 2019, the balance of goodwill in this activity is attributable mainly to fuel 

storage and distribution operations in Israel amounting to NIS 308 million. As at December 31, 
2019, Delek Israel assessed the recoverable amount (value in use) of the cash generating unit 
attributable to storage and distribution operations including goodwill, with a total carrying 
amount of NIS 600 million (including fixed assets and working capital). The value in use was set 
by an independent outside valuator. Since the value in use of storage and distribution 
operations exceeds the carrying amount of the unit that includes the goodwill, impairment of 
goodwill is not required for this operation. 
 
When determining the value in use, Delek Israel used the following key assumptions: 
 

− The pre-tax discount rate was 8.5% (after tax, 7%). 

− The projected cash flows take into account annual growth of 1%. 
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NOTE 14 – GOODWILL AND OTHER INTANGIBLE ASSETS (CONTD.) 
 
B. Impairment of goodwill (contd.) 
 

(2)  As at December 31, 2019, goodwill attributable to oil and gas exploration and production in 
Israel and its surroundings amounted to NIS 455 million (as at December 31, 2018, NIS 493 
million). Goodwill arose on acquisition of the shares of Cohen Development in December 2011 
and gain of control in Avner Oil Exploration - Limited Partnership. The value in use of the 
operations (which is at least the market value of the companies and Partnership in this 
segment) greatly exceeds the carrying amount, therefore no provision is required for goodwill 
impairment. 

 
(3)  Goodwill attributable to oil and gas exploration and production in the North Sea after the 

provision for impairment as at December 31, 2018 in the amount of USD 178 million (NIS 666 
million) and as at December 31, 2019, an amount of USD 983 million (NIS 3,397 million). Most 
of the goodwill arose on acquisition of CNSL’s oil and gas operations in the North Sea in 2019 
(see also Note 10F above). As at December 31, 2019, the Company, through an independent 
outside valuator, assessed the recoverable amount of the cash-generating unit of oil and gas 
assets in the North Sea region to which the goodwill is attributed, including for the historical 
assets of the subsidiary Ithaca. The recoverable amount of the investment in oil and gas 
operations in the North Sea was set as the fair value of a unit net of selling costs and is 
estimated at USD 1,919 million as at December 31, 2019. In determining the value, the valuator 
used the discounted cash flow method, taking into account a discount rate after tax of 9% and 
future Brent oil prices of USD 61 per barrel in 2020, USD 63 per barrel in 2021, reaching up to 
USD 73 per barrel in 2024. Shortly before the valuation, the balance of the investment in Ithaca 
amounted to USD 1,547 million and therefore no provision for impairment of goodwill is 
required.  

 
(4)  The sharp declines in oil and natural gas prices subsequent to the balance sheet date could 

have a material adverse effect on the goodwill attributable to gas and oil exploration operations 
in Israel and the North Sea region.  
 
 

NOTE 15 – SHORT-TERM BORROWINGS FROM BANKS AND OTHERS 
 
A. Composition: 
 

 Annual interest 
rate (1) 

December 31 

 2019 2018 

 % NIS millions 

In NIS, unlinked 3.3 1,131 1,127 

    

Current maturities of debentures   1,998 1,124 

Current maturities of long-term loans   
1,877 355 

  
3,875 1,479 

  
5,006 2,606 

 
(1)  Most of the loans bear interest at a variable rate. The rate presented is a weighted average as 

at December 31, 2019. 
 
B. For information about compliance with financial covenants, see Note 18C and Note 1C.  

 
C. For information about collateral, see Note 25. 
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NOTE 16 – TRADE PAYABLES 
 

 December 31 

 2019 2018 

 NIS millions 

Mainly open accounts    

In or linked to foreign currency (mainly USD) 1,128 960 

NIS 118 233 

 
1,246 1,193 

 
The trade payables are non-interest bearing. The average credit for trade payables is 33 days. 
 
 

NOTE 17 – OTHER PAYABLES 
 

 
December 31 

 2019 2018 

 NIS millions 

   

Institutions 246 221 

Prepaid income, advance payments from customers, and expenses 
payable 345 502 

Salaries and incidentals  63 48 

Liability for share-based payment - 6 

Related parties 12 20 

Payables for joint ventures in oil and gas  430 492 

Interest payable 230 161 

Dividend to non-controlling interests  46 53 

Others  67 30 

 
1,439 1,533 
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NOTE 18 – LOANS FROM BANKS AND OTHERS 
 
A. Composition and terms: 
 

 Annual 
interest rate *) 

December 31 

 2019 2018 

 % NIS millions 

Loans from banks:    
USD or USD-linked **) 5.8 11,676 7,437 

EUR  4.0 193 - 

Linked to the CPI  3.0 126 183 

Unlinked 3.2 1,973 1,442 

 
   

  13,968 9,062 

Less - current maturities  
(1,877) (355) 

  
12,091 8,707 

*)  Most of the loans bear interest at a variable rate. The rate presented is a weighted average as at 
December 31, 2019.  

**)  See section C4 below. 

 
B. Settlement dates: 
 

 December 31 

 2019 

 NIS millions 

First year - current maturities 1,877 

Second year 7,610 

Third year 1,775 

Fourth year 1,139 

Fifth year 1,161 

Sixth year  406 

 
13,968 
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NOTE 18 – LOANS FROM BANKS AND OTHERS (CONTD.) 
 
C. Additional information  
 

1. For credit facilities and loans from banks in Israel and abroad in the amount of NIS 2 billion (as 
at December 31, 2019), the Company and the Staff Companies have undertaken to comply with 
certain financial covenants, including a collateral to debt ratio and a net debt to asset value ratio 
and compliance with certain rating levels. As at December 31, 2019, the Company and the Staff 
Companies are in compliance with the required ratios. Subsequent to the balance sheet date, 
following the impairment in the financial condition of the Company and the Group companies, an 
event of default or events that could be considered as events of default occurred regarding 
these loans. For further information, see Note 1C.  

 
2. For loans from banks and others provided to subsidiaries, the balance of which amounts to NIS 

15 billion as at December 31, 2019, the subsidiaries have undertaken to meet certain financial 
covenants, including in respect of the amount of their capital, the credit to balance sheet ratio, 
the capital to balance sheet and the financial debt ratio, the debt coverage ratio, and certain 
operating ratios. As at December 31, 2019, the investees are in compliance with the covenants. 
For further information about financial and operating covenants regarding the reserve-based 
framework (RBL), see Note 10F and for further information about Delek Drilling’s bank loans, 

see Note 12J above. 
 

D. For information about other collateral, see Note 25. 
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NOTE 19 – OTHER DEBENTURES AND CONVERTIBLE DEBENTURES  
 
A. Composition of non-convertible debentures: 
 

 

Weighted 
interest rate as 

at December 31, 
2019 

December 31 

2019 2018 

 % NIS millions 

CPI-linked debentures    
issued by the Company 5.1 1,780 2,489 

Unlinked debentures     

issued by the Company 4.3 3,692 3,667 

Debentures in or linked to the US dollar, issued by 
subsidiaries and partnerships 6.0 6,347 5,051 

  11,819 11,207 

Less - current maturities  
(1,998) (715) 

  
9,821 10,492 

 
B. Repayment dates of debentures subsequent to the balance sheet date: 
 

 December 31 

 2019 

 NIS millions 

  

First year (current maturities) 1,998 

Second year 2,268 

Third year 1,057 

Fourth year 1,884 

Fifth year 2,470 

Sixth year and onwards 2,142 

 
11,819 

 
C. Composition of convertible debentures and liabilities: 
 

 

Weighted 
interest rate as 

at December 31, 
2019 

December 31 

2019 2018 

 % NIS millions 

Conversion liability (in USD) (see section G below) 8.3 171 - 

Debentures convertible into Company shares (unlinked) 2.8 694 689 

  865 689 
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NOTE 19 – OTHER DEBENTURES AND CONVERTIBLE DEBENTURES (CONTD.)  
 
D. Repayment dates of convertible debentures subsequent to the balance sheet date: 
 

 December 31 

 2019 

 NIS millions 
  
First year (current maturities) - 

Second year - 

Third year 694 

Fourth year - 

Fifth year 171 

 
865 

 
E. Additional information 
 

1. In February 2018, the Company issued NIS 520,700,000 par value Debentures (Series B34), for 
NIS 515 million. The debentures will be repaid in eight unequal payments: At the end of 2020 
and 2021, NIS 39 million; at the end of 2023 to 2026, NIS 65 million; and at the end of 2027-
2028, NIS 91 million. The debentures bear interest at a rate of 4.48%, payable twice a year, on 
June 30 and on December 31 of each year from 2018 to 2028. 

 
2. On July 18, 2019, the Company repaid Debentures (Series B31), which were convertible into 

the Company's shares. In view of the above, the proceeds for the conversion option in the 
amount of NIS 7 million were charged to the premium. 

 
3. The various debenture deeds include grounds or preconditions conferring on the debenture 

holders the right to call for immediate repayment of the debentures, including events that 
constitute material impairment or there was a material deterioration in the Company’s business 
and there is a real concern that the Company will be unable to repay the debentures on their 
due date. In particular, it should be noted that, for Debentures (Series B31 and B33), which, as 
at December 31, 2019, have liabilities amounting to NIS 4 billion, and for Debentures (Series 
B34), with a balance amounting to NIS 521 million as at this date, the following terms were 
determined, among other things, conferring on the debenture holders the right to call for 
immediate repayment: 

 
(1)  Minimum equity: If the Company's equity falls below NIS 2,400 million (Series B34, NIS 

2,600 million) in accordance with the Company's audited or reviewed consolidated 
statements, as the case may be, in two consecutive quarters. 

 
(2)  Equity to balance sheet ratio: If the Company’s equity falls below 20% of the total balance 

sheet in accordance with the Company's audited or reviewed separate statements, as the 
case may be, for two consecutive quarters.  

 
(3)  Downgraded debenture rating: If the debenture rating is revised by the rating company 

such that the rating for the debenture is lower than the rating of BBB- of S&P Maalot, or an 
equivalent rating by another rating company that may replace the current rating company, 
for a period exceeding 21 business days.   

 
(4)  Cross default: If the Company’s debt (including a number of cumulative debts, provided that 

they were called for immediate repayment at the same time or close to each other) towards the 
banks and/or financial institutions in an amount no less than NIS 150 million (“the Material 
Debt), has been called for immediate repayment, provided that the call for immediate 
repayment was not been lifted and/or the Company did not repay the Material Debt within 30 
days from the date it was called for immediate repayment.  In addition, if another debenture 
series issued by the Company and listed on the stock exchange is called for immediate 
repayment by the trustee of that series and/or according to the approval of the general meeting 
of debenture holders of that series, provided that the call for immediate payment was not lifted 
within three business days after receiving the trustee's notice of the call for immediate 
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 NOTE 19 – OTHER DEBENTURES AND CONVERTIBLE DEBENTURES (CONTD.)  
 
E. Additional information (contd.) 
 

3. (contd.) 
 
(5)  Events of change of control in the Company as defined in the deed of trust. 
 
As at December 31, 2019, the Company is in compliance with all these covenants. For 
information about developments subsequent to the balance sheet date, see Note 1C. 

 
4. In addition, the following conditions were set out for Debentures (Series B31, B33, and 

B34): 
 

1. The Company may distribute a dividend as defined in the Companies Law, subject to 
fulfillment of the following terms: (a) The distribution is in accordance with section 302 of 
the Companies Law. (b) The Company does not violate the financial covenants set out in 
the deed of trust of Debentures (Series B34) prior to the distribution and due to the 
distribution. (c) The Company's equity will not fall below NIS 2,600 million (Series B34 in 
the amount of NIS 2,800 million) due to the distribution. (d) There are no grounds to call for 
immediate repayment of the Debentures (Series B34). (e) As at the approval date of the 
distribution, there is no material breach of the terms of the deed of trust.  

 
2. Raising the interest rate following the downgrade, at a cumulative rate of up to 1%. 

Following the downgrade of the debentures subsequent to the balance sheet date, as set 
out in Note 1C, the annual interest rate for the series increased by 1%. 

 
3. In addition, for Debentures (Series B33), with a balance amounting to NIS 705 million as at 

December 31, 2019, terms were stipulated, which, on their fulfillment, confer on the 
Company the right for a forced conversion of the debentures.   

 
F.  Conversion terms of debentures (Series B33) 

 
The debenture holders will have the right to convert the Company's shares on each trading day until 
December 31, 2021, such that NIS 1,298.82318 par value of the debentures is convertible into one 
ordinary share of the Company, subject to adjustments due to distribution of bonus shares, 
participation in the issue of rights, and dividend distributions. 

 
G. Convertible liability 
 

 On December 18, 2019, DKL and the Company signed a subscription agreement with a financial 
institution on behalf of BP (“the Investor”), according to which USD 50 million was invested in DKL 
with an automatic conversion mechanism into ordinary shares of the issuing company in the event of 
an IPO of Ithaca or its related company, at a value of USD 2.5 billion. The investment bears a 
coupon rate of 6.5% per year in the first three years, 10% in the fourth year, and 12% in the fifth 
year. The agreement includes a guaranteed minimum yield and an adjustment mechanism linked to 
the IPO valuation as aforesaid. If the IPO does not occur within the period set out in the agreement 
(up to three years), the investor will have the right to call for repayment of the investment amount 
and its yields.  In addition, the investor will have the right to call for repayment of the amount in the 
event of the sale of Ithaca or in the events of default and cross default, and in these cases, the 
Company has the right to convert the amount of the investment into marketable shares of the 
Company or of its investees in accordance with the mechanism and restrictions set out in the 
agreement. In addition, the Company provided a guarantee to the Investor for some of DKL's 
obligations in relation to the subscription agreement. In view of the above, the amount of the 
investment is presented in the financial statements of DKL as capital. For the sake of caution, in the 
Group's financial statements, the amount is presented as a convertible liability. 
 

H. For information about USD debentures in Delek Drilling, see Note 12J above.  

 
I. For information about collateral, see Note 25. 
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NOTE 20 – FINANCIAL INSTRUMENTS 
 
A. Financial risk factors 
 

The Group's activities expose it to various financial risks, such as market risk (including currency 
risk, CPI risk, interest risk, and price risk), credit risk and liquidity risk. The Group's comprehensive 
risk management plan focuses on measures to minimize possible negative effects on the financial 
performance of the Group. The Group uses derivative financial instruments to hedge against 
exposure to certain risks. 

 
1. Exchange rate risk 
 

The Group is exposed to exchange rate risk due to exposure to various currencies, such as the 
USD, EUR, GBP, and other currencies. The exchange rate risk is due to future commercial 
transactions (including purchase of goods in foreign currency), and for recognized assets and 
liabilities denominated in foreign currency other than the functional currency of the different 
companies.  
 
The Group companies enter transactions involving derivative financial instruments, from time to 
time, such as forward transactions and options to hedge their exposure to exchange rate 
fluctuation. 
 
As at December 31, 2019, the Company and its subsidiaries have the following open 
agreements:  
 
Forward contracts 
 

− For the acquisition of USD 179 million for a consideration of NIS 621 million 

− For the sale of USD 1 million for a consideration of NIS 3.5 million 

− For the acquisition of GBP 12 million for a consideration of USD 14.9 million 

Most of the GBP forward transactions are designated as unrecognized hedge accounting 
against future cash balances and agreements denominated in GBP. Most of the USD forward 
transactions are designated as hedge accounting against the acquisition of USD inventory from 
fuel suppliers. The fair value of these transactions reflect an asset of NIS 16 million. 
 

  Effect on earnings (loss)  

  2019  2018 

  
Increase 

of 5% 
 Decrease 

of 5%  
Increase 

of 5%  
Decrease 

of 5% 

Risk factor  NIS millions 

         

USD-NIS exchange rate  (15)  15  (25)  25 

EUR-NIS exchange rate  (6)  6  -  - 

USD-EUR exchange rate  (10)  10  -  - 

 
2. CPI risk 
 

The Group has loans from banks and others, and debentures linked to changes in the CPI.  
 
A 2% increase in the CPI will result in a loss of NIS 38 million and a 2% decrease will result in a 
profit in the same amount (as at December 31, 2018, NIS 54 million). 
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NOTE 20 – FINANCIAL INSTRUMENTS (CONTD.) 
 
A. Financial risk factors (contd.) 
 

3. Credit risk 
 

The Group holds cash and cash equivalents, short- and long-term investments and other 
financial instruments in various financial institutions in Israel and abroad on the highest level.  
 
Group revenues are composed of large number of customers. Trade receivables include a 
limited number of customers that generally have a significant debt balance. The Group has no 
collateral for most of the trade receivables and loans. It should be noted that in oil and gas 
production in Israel and abroad, there is exposure for major customers, although the credit risk 
for these customers is estimated by the managements of the subsidiaries, among other things, 
on the basis of past experience, as a low risk. The consolidated companies and partnerships 
assess trade receivables regularly and the financial statements include provisions for doubtful 
accounts which accurately reflect, in the estimate of the subsidiaries, the loss in debts for which 
collection is uncertain. 
 

4. Liquidity risk 
 

The table below presents the repayment dates of the Group’s financial liabilities in accordance 
with the contractual terms, undiscounted. 
 
December 31, 2019 
 

 

Up to 1 
year 1-3 years 3-5 years 

More than 
5 years Total 

 NIS millions 

      

Short-term credit 1,149 - - - 1,149 

Long-term bank loans 2,431 10,425 2,574 534 15,964 

Trade payables and service 
providers 1,246 - - - 1,246 

Other payables  806 - - - 806 

Derivatives 202 35 - - 237 

Lease liability 178 274 196 473 1,121 

Debentures 2,662 4,350 6,200 1,102 14,314 

Convertible debentures and 
liabilities  31 756 211 - 998 

Long-term liabilities 101 214 101 - 416 

 8,806 16,054 9,282 2,109 36,251 
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NOTE 20 – FINANCIAL INSTRUMENTS (CONTD.) 
 
A. Financial risk factors (contd.) 
 

4. Liquidity risk (contd.) 
 

December 31, 2018 
 

 

Up to 1 
year 1-3 years 3-5 years 

More than 
5 years Total 

 NIS millions 

      

Short-term credit 1,127 - - - 1,127 

Long-term bank loans 898 8,163 1,407 590 11,058 

Trade payables and service 
providers 1,193 - - - 1,193 

Other payables  1,013 - - - 1,013 

Debentures 1,180 5,419 3,642 3,233 13,474 

Convertible debentures of 
Company shares 437 40 714 - 1,191 

Long-term liabilities 7 266 210 64 547 

 5,855 13,888 5,973 3,887 29,603 
      
 
For information about the Covid-19 Crisis that broke out subsequent to the balance sheet date 
and its effect on the Company’s financial statements, see Note 1. 

 
5. Interest rate risk 
 

The Company and its investees have shekel loans at variable interest, therefore the Group is 
exposed to changes in interest rates in Israeli banks. Some of the Group companies took loans 
at variable interest at foreign interest rates (mainly USD and EUR), therefore they are exposed 
to changes in these interest rates.  
The table below describes the effect on pre-tax profit following possible changes in market 
interest rates in respect of financial instruments bearing variable interest. 
 

  Effect on earnings (loss)  

  2019  2018 

  
Increase of 

0.5% 
 Decrease 

of 0.5%  
Increase of 

0.5%  
Decrease 
of 0.5% 

Risk factor  NIS millions 

         

USD interest  (37)  40  (36)  36 

NIS interest  (13)  13  (3)  27 

EUR interest  (1)  1  16  9 

 
In order to hedge LIBOR interest rate, fluctuations, a subsidiary entered into an interest swap 
agreement for a long-term loan in the amount of USD 300 million, setting the LIBOR interest 
rate at 2.86%. The transaction is not accounted for as hedge accounting. 
 
In addition, under Delek Drilling's risk management policy, in 2019, Delek Drilling carried out 
IRS cash flow hedges for changes in Libor interest amounting to USD 743.9 million, mainly for 
the loan taken by Delek Drilling to finance its share in the Leviathan project. The transactions 
are accounted for as hedge accounting. 
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NOTE 20 – FINANCIAL INSTRUMENTS (CONTD.) 
 
A. Financial risk factors (contd.) 
 

5. Interest risk (contd.) 
 

Sensitivity analysis of the value of contingent consideration in the Group for the sale of rights in 
the Karish and Tanin leases, as set out in Note 12G above, to changes in the discounting rate: 
 

 

Profit (loss) from change in discounting 
interest 

 NIS millions 

 1.5% 0.5% - 0.5% - 1.5% 

 2019 

     
Amounts receivable for sales of  
  oil and gas assets  (98) (35) 36 115 

     
     

 
6. Price risk 
 

(A)  Risk associated with commodity prices 

 
Ithaca is exposed to changes in oil and gas prices for its future sales. To hedge the 
exposure, Ithaca has hedge transactions (mostly put and swap) on gas prices for part of its 
future production. Information about open transactions as at December 31, 2019:  
 

− Transactions on the price of oil 

 

Period 

Quantity 

(K barrels of oil) 

Average exercise price 

(USD/barrel) 

Swap January 2020 to December 2022 8,779 61 

Put January 2020 to December 2021 13,456 65 

 

− Transactions on the price of gas 

 Period 

Quantity 

(ktherms)  

Average exercise price 

(penny per thermal unit) 

Swap January 2020 to June 2022 299,015 51 

Put January 2020 to December 2021 264,990 53 

    

 
The cost of acquiring the hedging transactions (in non-discounted values) amounts to USD 
128 million, to be repaid over the transaction period (deferred premium), as set out below:  

 

Hedging period 

million 

USD 

  

2020 74 

2021 54 

 128 
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NOTE 20 – FINANCIAL INSTRUMENTS (CONTD.) 
 
A. Financial risk factors (contd.) 
 

6. Price risk (contd.) 
 

A)  Risk associated with commodity prices (contd.) 
 

The transactions are accounted for as hedge accounting. As at December 31, 2019, the 
fair value, net, of the hedge transactions amounted to an asset of NIS 170 million.  

 
Below is information about the open transactions shortly before the approval date of the 
financial statements: 

 
Transactions on the price of oil 
 

 

Period 

Quantity 

(K barrels of oil) 

Average exercise price 

(USD/barrel) 

Swap Q2 2020 until December 2022 11,096 47 

Put Q2 2020 until December 2022 7,338 62 

 
Transactions on the price of gas 
 

 Period 

Quantity 

(ktherms)  

Average exercise price 

(penny per thermal unit) 

Swap Q2 2020 until June 2022 283,100 49 

Put Q2 2020 until December 2022 208,075 51 
    
 
The cost of acquiring the hedging transactions (in non-discounted values) amounts to USD 
73 million, to be repaid over the transaction period (deferred premium), as set out below:  

 
Hedging period USD million 

  

Q2 until December 2020 50 
2021 23 

 73 

 
In addition, the Group entered into transactions on the price of oil as follows: 
 

− Call options for the acquisition of 715 thousand barrels of oil for USD 39 million. 

− Call options for the sale of 725 thousand barrels of oil for USD 50 million. 

These transactions were not designated as accounting hedges. As at December 31, 2019, 
the fair value of these transactions amount to a liability of NIS 19 million Most of the 
transactions were repaid subsequent to the balance sheet date. 
 
Sensitivity analysis of the value of contingent consideration in the Group for the sale of 
rights in the Karish and Tanin leases, as set out in Note 12G above, to changes in natural 
gas prices: 

 
 Profit (loss) from change in the gas price 

 NIS millions 

 

Increase of 
USD 1 per 
MMBTU 

Increase of 
USD 0.5 per 

MMBTU 

Decrease of 
USD 0.5 per 

MMBTU 

Decrease of 
USD 1 per 
MMBTU 

 December 31, 2019 
     
Amounts receivable for sales of oil and gas 
assets  147 69 (80) (153) 
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NOTE 20 – FINANCIAL INSTRUMENTS (CONTD.) 
 
A. Financial risk factors (contd.) 
 

6. Price risks (contd.) 
 

B)  Risk associated with the market price of financial investments 
 

The Group has investments in marketable financial instruments on the TASE, shares and 
debentures, classified as financial assets measured at fair value through other 
comprehensive income and financial assets measured at fair value through profit or loss, 
and other financial instruments, for which the Group is exposed to changes in fair value 
based on the market price on the TASE. 

 
The table below presents the impact of possible changes on market prices of securities on 
pre-tax income and on capital (in 2018 - with the exception of insurance subsidiaries in 
Israel). 

 

  
Effect on earnings 

(loss)   
Effect on other 

comprehensive income  

  2019  2019 

  

Price 
increase of 

10% 

 Price 
decrease 

of 10%  

Price 
increase of 

10%  

Price 
decrease of 

10% 

Risk factor  NIS millions 

         

Price of securities  71  (71)  19  (19) 

 

  
Effect on earnings 

(loss)   
Effect on other 

comprehensive income  

  2018  2018 

  

Price 
increase of 

10% 

 Price 
decrease 

of 10%  

Price 
increase of 

10%  

Price 
decrease of 

10% 

Risk factor  NIS millions 

         

Price of securities  58  (58)  2  (2) 

 
C)  For information about the Covid-19 Crisis subsequent to the balance sheet date and its 

effect on the Company’s financial statements, see Note 1.  
 
7. Main assumptions used in calculation of sensitivity tests 

 
The changes selected in the relevant risk variables were based on management assessments 
of the reasonable changes that are likely to occur in these risk variables. 
 
The Company performed sensitivity tests for the main market risk factors that might affect the 
operating results or financial position. The sensitivity analyses present the profit or loss and/or 
change in equity (before tax) for each financial instrument for the relevant risk variable for each 
reporting date. Risk factors are tested on the basis of the significance of the exposure of the 
operating results or financial position of each risk factor in relation to the functional currency and 
assuming that all the other variables are constant. 
 
The risk is not exposed to interest risk in loans at fixed interest. For loans at fixed interest, the 
sensitivity test for interest risk will only be performed on the variable component in the interest. 
Sensitivity tests for marketable investments with a quoted market price (TASE price) were 
based on possible changes in these market prices.  
 
Sensitivity tests for options were generally based on the Black and Scholes model. 
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NOTE 20 – FINANCIAL INSTRUMENTS (CONTD.) 
 
B. Fair value 
 

The table below describes the balance in the financial statements and the fair value of groups of 
financial instruments, presented in the financial statements, not on the basis of fair value. 
 

  Carrying amount  Fair value 

  December 31  December 31 

  2019  2018  2019  2018 

  NIS millions 

Financial liabilities         

         

Long-term loans   14,086  9,126  14,232  8,945 

Debentures  12,758  12,388  12,801  12,540 

         

Total  26,844  21,514  27,033  21,485 

 
The measurement of the fair value of the loans is classified to level 3 in the fair value hierarchy. The 
fair value of most of the debentures is classified to level 1 in the fair value hierarchy. 
 
The carrying amount of financial instruments such as cash and cash equivalents, short-term 
investments, trade receivables, other receivables, long-term loans provided, borrowings from banks 
and others, liabilities to trade payables and other payables is equal to or approximates their fair 
value. 
 

C. Classification of financial instruments according to fair value level 
 

Financial assets measured at fair value 
 

  Level 1  Level 2  Level 3 

  NIS millions 

December 31, 2019       

       

Financial assets at fair value through profit or loss       

       

Shares  711  -  - 

Seller’s loan to the buyers of The Phoenix  -  -  140 

Financial derivatives  23  372  - 

Royalties receivable for the sale of oil and gas assets  -  41  1,015 

Loan provided for the sale of the Karish and Tanin leases  -  293  - 

Monetary fund  171  -  - 

       

       

Financial assets at fair value through other comprehensive 
income       

       

Shares  246  -  - 

 Debentures  4  -  - 
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NOTE 20 – FINANCIAL INSTRUMENTS (CONTD.) 
 
C. Classification of financial instruments according to fair value hierarchy (contd.) 
 

Financial liabilities measured at fair value 
 

  Level 1  Level 2  Level 3 

  NIS millions 

December 31, 2019       

       

Contingent consideration   -  -  41 

Financial derivatives   -  237  - 

Financial liabilities at fair value through other comprehensive 
income       

       

Cash flow hedging transactions    -  19 

 
  Level 1  Level 2  Level 3 

  NIS millions 

December 31, 2018       

       

Financial assets at fair value through profit or loss       

       

Shares  68  80  - 

Debentures   298  -  - 

Financial derivatives  10  136  - 

Royalties receivable for the sale of oil and gas assets  -  102  790 

Loan provided for the sale of the Karish and Tanin leases  -  343  - 

ETFs  105  -  - 

Structured deposits  96  -  19 

       

Assets at fair value through other comprehensive income       

       

 Debentures  24  -  - 

 
Financial liabilities measured at fair value 
 

  Level 1  Level 2  Level 3 

  NIS millions 

December 31, 2018       

       

Contingent consideration   -  -  82 

       

 
In 2019, there were no transfers between the different fair value levels. 
 
In 2018, a total of NIS 302 million was transferred from level 3 to level 2 in the fair value hierarchy. 
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NOTE 21 – ASSETS AND LIABILITIES FOR EMPLOYEE BENEFITS 
 
Post-employment benefits 
 
Labor laws and the Severance Pay Law in Israel requires Group companies operating in Israel to 
pay compensation to employees if they are dismissed or when they retire or to make routine deposits 
in defined deposit plans under section 14 of the Severance Pay Law, 1963 (“the Severance Pay 
Law), as described below. The liability of the Group companies for this is recognized as a post-
employment benefit. The liability of the Group companies for employee benefits is based on the valid 
labor agreement and the employee's salary, which generate the right for compensation. 
 
Post-employment benefits are usually financed by deposits classified as a defined benefit plan or as 
a specific deposit plan as described below. 
 
Defined deposit plan 
 
The provisions of section 14 of the Severance Pay Law, 1963 (“the Severance Law) apply to part of 
the compensation payments, according to which the Group's routine deposits in the pension fund 
and/or insurance policies exempt it from any other liability towards the employees. 
 
Defined benefit plan 
 
The Group has a defined benefit plan for severance pay under the Severance Pay Law. By law, 
employees are entitled to compensation if they are dismissed or on demand. The liability for 
severance is based on the actuarial method. 
 
 

NOTE 22 – LEASES 
 
The Group has lease agreements that include leases of buildings (mainly gas stations), a floating 
production facility, and vehicles, which are used for the operating activities of the Group companies.  
 
Leases of buildings are for 3 to 15 years, leases of motor vehicles are for up to 3 years, and the 
lease for the floating production facility is for 2.5 years. 
Some of the Group’s lease agreements include options to extend and/or cancel the lease as well as 
variable lease payments. 
 
1. Information about lease transactions 
 

  

Year ended 
December 31, 2019 

  NIS millions 

   

Interest expenses for lease liabilities  34 

Expenses for variable lease payments  16 

Total negative cash flows for leases  169 

 
2. Variable lease fees 

 
Some of the lease agreements for the gas stations used by the Company include variable lease 
payments based on the sales from the specific station. When entering into lease agreements 
that include variable lease payments, the Company aims to link the costs arising from the lease 
of the gas station and the revenue arising from its operations, and in this way, to reduce the 
fixed costs arising from the operation of the gas station. 
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NOTE 22 – LEASES (CONTD.) 
 
3. Options to extend and cancel 
 

Delek Israel has leases agreements that include options to extend and to cancel. These options 
provide Delek Israel with flexibility in the management of lease transactions and adaptation to its 
business requirements. Delek Israel makes significant judgments in assessing whether it is 
reasonably certain that the extension and cancellation options will be exercised. 
Furthermore, the lease periods in the option to cancel the lease were included as part of the 
lease period when it is reasonably certain that these options will not be exercised. 
 

4. Disclosures for right-of-use assets 
 

  Real estate  Vehicles  
Oil and gas 

assets  Total 

  NIS millions 

         

         

Cost         

         

Balance as at January 1, 2019 (initial 
application)   983  9  -  992 

         

Additions during the year         

Additions to right of use assets for new 
leases in the period  14  2  -  16 

Updates to right of use assets for linkage to 
the CPI  3  -  -  3 

Updates to right of use assets for changes 
in the lease terms  4  -  -  4 

Disposals of right of use assets for leases 
that ended in the period  (8)  (1)    (9) 

Foreign currency translation differences for 
foreign operations  -  -  (1)  (1) 

Company consolidated for the first time   -  -  46  46 

         

Balance as at December 31, 2019  996  10  45  1,051 

         

Accumulated depreciation         

         

Balance as at January 1, 2019  -  -  -   

         

Amortization and depreciation  144  6  -  150 

Disposals of right-of-use assets  (8)  (1)  -  (9) 

         

Balance as at December 31, 2019  137  5  -  141 

         

Amortized cost as at December 31, 2019  860  5  45  910 

 
5. Repayment dates of a lease liability - see Note 24C. 
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NOTE 23 – PROVISIONS AND OTHER LIABILITIES 
 

 
December 31 

 2019 2018 

 NIS millions 

Liability for remediation of environmental hazards (1) 32 26 

Costs for undertaking to dispose of assets (2) 4,754 1,364 

Payables for an investment in oil and gas assets (3) 396 409 

Liability for finance lease  - 102 

Others 152 105 

   

 
5,333 2,006 

 
(1)  The balance as at December 31, 2019 represents the estimation of the Group companies 

regarding liabilities for environmental quality for pollution discovered in a number of gas stations 
in Israel, and for potential pollution at Pi Glilot terminals. 

 
(2)  For production assets of oil and gas, see Note 2R. The increase in 2019 is due to the 

acquisition of CNSL by Ithaca (see Note 10F). The annual discount rate in the calculation of the 
liability is 4% and the inflation rate is 2%. The liability for disposal of assets includes an amount 
of USD 273.8 million for the liability in the Heather and Strathspey fields, which Ithaca assumed 
as part of the acquisition of CNSL (see Note 10 above). Under the terms of the acquisition, the 
costs incurred by Ithaca under the liability and under incentive agreements for disposal of 
assets, net of tax, will be returned in full by Chevron. Accordingly, the Group included the 
balance of the debt attributable to Chevron other long-term receivables. 
 
Changes in costs for undertaking to dispose of assets: 
 

 December 31 

 2019 2018 

 NIS millions 

Balance as at January 1 1,364 1,015 

Entry into consolidation 3,313 - 

Additions 98 250 

Effect of the passage of time 82 46 

Effect of the adjusted discount rate 104 23 

Derecognition - (37) 

Elimination of the provision (31) (16) 

Translation differences (176) 83 

   

Balance as at December 31 4,754 1,364 

 
(3)  Mainly reflects the present value of deferred consideration (partially contingent) to be paid in 

2021 to 2023, see Note 10F. 
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NOTE 24 – CONTINGENT LIABILITIES, GUARANTEES AND COMMITMENTS  
 
A. Contingent liabilities 
 

There are contingent claims, including motions for certification of class action suits, against the 
Company and certain investees for significant sums that might reach billions of shekels. The financial 
statements of the Company or of the relevant Group companies include provisions for the costs that 
might arise from these claims only if it is more likely than not (meaning a probability of more than 
50%) that a liability arising from a past event will be created, and the amount of the liability can be 
reliably quantified or estimated. The amounts of the provisions are based on the assessment of the 
relevant Group companies regarding the extent of the risk in each of the claims (other than for some 
claims which are in the preliminary stage and therefore, the chances of their success cannot be 
estimated. The estimates of the relevant Group companies regarding the risk are based on the 
opinion of their legal counsel and on the estimate of the relevant Group companies regarding the 
reasonable amounts in the settlements that these companies are expected to bear as a result of the 
settlement proceedings. 
 
Details of the material claims filed against the Group companies are provided below (claims against 
Group companies that were closed up to the approval date of the financial statements, without 
material effect on the statements, were not included in this disclosure): 
 
1. Contingent claims against Delek Israel 
 

Contingent claims have been filed against Delek Israel and its investees, amounting to 
significant sums that could reach several hundred million shekels. In some cases, it is not 
possible to assess their outcome at this stage, therefore no provision was recorded in the 
financial statements. Following is a description of the material contingent claims as at the 
publication date of the report: 
 
1)  On November 8, 2018, a motion for certification of a class action was filed against a 

subsidiary of Delek Israel, in the amount of NIS 55.1 million, in respect of violation of the 
Beverage Container Deposit Law, 1999. 

 
The plaintiffs filed a settlement arrangement with the fuel companies operating the Sadash 
chain of gas stations belonging to Sonol. 

 
On April 3, 2019, a hearing was held at the District Court, in which the court instructed the 
parties to negotiate in an attempt to close the case with them in an attempt to settle the 
case out of court. On July 9, 2019, the parties met for negotiations and a proposal was 
made to close the case. 

 
In the hearing on February 3, 2020, it was agreed that the representative plaintiff will file a 
motion for dismissal. 

 
The management of Delek Israel believes, based, among other things, on the opinion of its 
legal counsel, that if the case ends in a settlement, the amount of the settlement will not 
have a material effect on the Company. 

 
2)  In November 2018, Delek Israel received a motion for certification of a class action in the 

amount of NIS 50 million. According to the plaintiff, Delek Israel violated the Equal Rights 
for Persons with Disabilities Law and the Equal Rights for Persons with Disabilities 
Regulations (Adapting Access to a Public Place that is an Existing Building) by not making 
the gas stations it owns accessible and/or fully accessible.  

 
The management of Delek Israel believes, partially based on the opinion of its legal 
counsel, that in view of the preliminary stage of the proceedings, the outcome of the claim 
cannot be assessed at this stage. 
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NOTE 24 – CONTINGENT LIABILITIES, GUARANTEES AND COMMITMENTS (CONTD.) 
 
A. Contingent liabilities (Contd.) 
 

1. Contingent claims against Delek Israel (contd.) 
 

3)  Soil and groundwater pollution was discovered in a number of Delek Israel gas stations. In 
these stations, Delek Israel conducts soil analyses and drillings to the ground water to 
characterize the nature of the pollution. Delek Israel also received demands from the 
Ministry of Environmental Protection and the Water Commission to perform tests to identify 
soil and water damage. The financial statements include appropriate provisions for the 
above. 

 
4)  Several claims have been filed against Delek Israel and subsidiaries as part of regular 

business. The management of Delek Israel believes, based on the opinion of its legal 
counsel, that adequate provisions have been made for these claims, beyond the existing 
insurance cover. 

 
2. Contingent claims to which the Partnership is a party 
 

1)  On February 4, 2019, a claim and a motion for its certification as a class action (in this 
section below: “the Motion for Certification”) was filed with the Tel Aviv District Court 
(Economic Department) by a shareholder of Tamar Petroleum and the Public 
Representatives Association (jointly in this section below: “the Applicants”), against Tamar 
Petroleum, the Partnership, the CEO of the general partner in the Partnership and a 
director in Tamar Petroleum at the issuance date, the CEO of Tamar Petroleum, the CFO 
of Tamar Petroleum, and Leader Issues (1993) Ltd. (jointly below in this section: “the 
Respondents”), regarding the issue of Tamar Petroleum shares in July 2017 (in this section 
below: “the Issuance”).  
According to the Applicants, in brief, the Respondents misled the investors at the time of 
the Issuance, in relation to the ability of Tamar Petroleum to distribute a dividend to its 
shareholders, for the period commencing on the date of the Issuance and ended at the end 
of 2021 (in this section below: “the Period”), and breached its duties under various laws, 
including breach of the duty of care of the officers and breach of the Partnership's duty as a 
shareholder and as the controlling shareholder of Tamar Petroleum prior to the Issuance.  

 
The remedies sought in the class action include mainly monetary relief in the amount of at 
least USD 53 million, which, according to the petitioners, is the difference between the total 
dividend expected to be paid by Tamar Petroleum for the Period, as set out in the issuance 
document to institutional investors of July 12, 2017, and the total dividend, which, 
according to the expert opinion attached to the motion for certification, Tamar Petroleum is 
expected to distribute for the Period. 

 
On August 12, 2019, respondents filed their responses. On August 13, 2019, the court 
ordered the Applicants to send the court documents in the case to the Attorney General so 
that he could give notice by September 15, 2019 of whether he wishes to join the 
proceeding. On February 6, 2020, the Attorney General gave notice that at this stage he 
does not deem fit to join the proceeding.  

 
On February 2, 2020, the Applicants filed their reply to the response of the Respondents. A 
supplementary opinion of the expert on the Applicants’ behalf was attached to the reply. In 
addition, on February 2, 2020, the Applicants filed a motion to summon witnesses. In addition, on 
February 23, 2020, the Applicants filed a motion to compel discovery and viewing of documents. 
On March 30, 2020, the court accepted the motion to summon witnesses filed by the Applicants. 
On April 24, 2020, the Applicants filed their reply to the Respondents’ response. A ruling on 
the motion to compel discovery is yet to be handed down.  
In addition, on March 19, 2020, the Respondents filed a motion to strike out the Applicants’ 
response to the Respondents’ replies to the motion (and, alternatively, to strike out some of 
the clauses). On April 24, 2020, the Applicants filed their reply to the response. A ruling on 
this motion is yet to be handed down.  
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The Partnership believes, based on the opinion of its legal counsel, that it is more likely 
than not that the Motion for Certification will be dismissed. 
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NOTE 24 – CONTINGENT LIABILITIES, GUARANTEES AND COMMITMENTS (CONTD.) 
 
A. Contingent liabilities (Contd.) 
 

2. Contingent claims to which the Partnership is a party (contd.) 
 

2)  In June 2014, a motion for certification of a class action was filed with the Tel Aviv District 
Court by a consumer of the IEC against the Tamar partners ("the Applicant” and “the 
Motion for Certification", respectively). The claim refers to the price of natural gas sold by 
the Tamar partners to IEC.  
In the Motion for Certification, the price of gas sold to IEC is unfair and constitutes an 
abuse of the status of the Tamar partners as a monopoly for supply of natural gas in Israel, 
in contravention of section 29A to the Economic Competition Law.  

 
The following remedies are requested in the Motion for Certification: Compensation for all 
electricity consumers in the difference between the price paid to IEC for natural gas 
supplied by the Tamar partners and its fair price, which is estimated at NIS 2.456 billion 
(100%) on the filing date of the motion, and declaratory orders stating that the Tamar 
partners are required to refrain from selling natural gas from the Tamar Project at the 
amount exceeding the amount set in the Motion for Certification, and its sale at a higher 
price constitutes abuse of their power as a monopoly. 
 
In July 2016, a court hearing was held on the motion for dismissal in limine filed by the 
Tamar partners in April 2016, after the Attorney General submitted his position according to 
which the Motion for Certification should be dismissed in limine. In his position, the 
Attorney General claimed that there is no basis for investigating the class action, since it is 
not possible to separate the price regulation (which is one component in the Gas Outline 
Plan) from the entire Gas Outline Plan, and the place of judicial review of the Gas Outline 
Plan is in the High Court of Justice. The Attorney General further claimed that the 
investigation of the class action is liable to thwart the realization of the Gas Outline Plan.  
 
In November 2016, a decision was handed down whereby the motion for dismissal of the 
motion for certification was dismissed in limine, and in December 2016, the Tamar partners 
submitted a motion for leave to appeal this decision.  
 
In September 2017, the Supreme Court handed down a judgment on the motion for leave 
to appeal. The Supreme Court heard the motion as if leave had been granted and an 
appeal filed, and on the merits ruled that there is no room to intervene in the District Court 
ruling and that the appeal should be dismissed. However, the Supreme Court ruled that 
there should be an additional factual investigation, and therefore ordered that the hearing 
be remanded to the District Court for it to hear the Motion for Certification on its merits.  
 
In October 2017, Noble filed a motion to summon witnesses in the case on behalf of the 
State, and concurrently, the Tamar Partners filed a motion to add evidence. In December 
2017, the court granted the motion to summon witnesses and allowed one document to be 
attached to the file out of the documents whose addition was sought. In April 2018, the 
counsel for the late Applicant filed an agreed motion to replace him with his widow (“the 
Applicant”), subject to the filing of a supplementary affidavit on her behalf, and on the same 
date, the motion was approved by the court. As at the approval date of the financial 
statements, the evidentiary hearings came to an end, in which the experts and affiants on 
behalf of the parties were questioned and the summations of the parties were filed. In 
February 2020, the court granted the Partnership’s motion to schedule a date for a hearing 
of the summations of the parties. This date is scheduled for June 1, 2020. The Partnership 
believes, based on the opinion of its legal counsel, that it is more likely than not that the 
claim will not be certified as a class action.  
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NOTE 24 – CONTINGENT LIABILITIES, GUARANTEES AND COMMITMENTS (CONTD.) 
 
A. Contingent liabilities (Contd.) 
 

2. Contingent claims to which the Partnership is a party (contd.) 
 

3)  On March 12, 2015, the Partnership and Noble (jointly in this section: “the Plaintiffs”) filed a 
complaint with the District Court in Jerusalem against the State of Israel, through its 
representatives from the Ministry of Energy (“the Defendant”), which refers mainly to the 
refund of revenues paid by the Plaintiffs, in excess and under protest, to the Defendant, for 
revenues arising from gas supply agreements signed between third party customers (below 
in this section: “the End Customers”) and the Yam Tethys partners, while some of the gas 
underlying these agreements was supplied from the Tamar project, based on the 
accounting mechanism, according to which the consideration received from the End 
Customers, together with the consideration reflecting the share of Delek Group, which 
holds rights in Yam Tethys but does not hold direct rights in Tamar, was divided such that 
the Tamar partners that are not also Yam Tethys partners (Isramco, Dor Gas, Tamar 
Petroleum, and Everest) received a natural gas price equal to the average monthly price of 
natural gas supplied in that month under agreements signed between the Tamar partners 
and their customers, and the monetary balance was divided among the Yam Tethys 
partners that also hold rights in the Tamar project (the Plaintiffs), according to their share in 
the Tamar project. This accounting mechanism maintained a balance of gas quantities at 
the Tamar project between the partners according to their share. The refund remedy 
sought by the Plaintiffs, as at the date of the claim, amounted to USD 15.3 million, 
reflecting the excess royalties paid by the Plaintiffs between May 2013 and up to the date 
the claim was filed (“the Refund Amount”). The basis of the claim is the Plaintiffs’ argument 
that, unlike the Defendant’s argument, the Plaintiffs, as holders of rights in both the Yam 
Tethys project and the Tamar project, use the gas in their possession, so that there is no 
sale between the Tamar project and the Yam Tethys project, therefore, the basis of the 
royalties is the basis of the consideration that was received from the End Customers, plus 
the share of Delek Group, which does not hold direct rights in Tamar. As a result, the 
defendant collects excess royalties from the Plaintiffs for amounts exceeding the amounts 
received from the End Customers, reflecting the market value of the gas, and this in view of 
the fact that the End Customers are an unrelated party .  
As at December 31, 2019, the refund remedy for the primary argument of the Plaintiffs 
amounts to USD 27.6 million (the amount of the excess royalty refund principal for the 
period between May 2013 and September 2017, and for the period between May 2019 and 
December 2019, as claimed by the Plaintiffs) (“the Updated Refund Amount”), with the 
Partnership's share in the principal being USD 12.8 million.  
Alternatively , the plaintiffs argue that even if such sale actually took place, it would have 
been for the share of the holders of Tamar Project rights who were not holders of the rights 
in the Yam Tethys project (Isramco and Dor - 32.75% and for part of the period, also in 
Tamar Petroleum and Everest - 45.5%) and the holders of Yam Tethys Project rights, and 
the remaining gas supplied to the end customers by the plaintiffs (67.25% and for part of 
the period in Tamar Petroleum and Everest - 54.5%) is gas that the plaintiffs are entitled to 
use for supplying gas to the end customers, as aforesaid (below in this section: “the Partial 
Sale Approach”).  
As at December 31, 2019, the refund remedy for the Partial Sale Approach is USD 19.1 
million (the amount of the excess royalty refund principal for the period between May 2013 
and September 2017, and for the period between May 2019 and December 2019, 
according to the Partial Sale Approach), with the Partnership’s share in the principal being 
USD 8.9 million.  
As at the approval date of the financial statements, the claim is in the midst of evidentiary 
hearings. The evidentiary hearing scheduled for April 26, 2020 was cancelled. Another 
date for an evidentiary hearing has not yet been scheduled. 
The Partnership believes, based on the opinion of its legal counsel, that it is possible that 
the Plaintiffs’ primary argument will be accepted, and that they will be entitled to the 
Updated Refund Amount, and that it is more likely than not that the Partial Sale Approach 
will be accepted. 
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NOTE 24 – CONTINGENT LIABILITIES, GUARANTEES AND COMMITMENTS (CONTD.) 
 
A. Contingent liabilities (Contd.) 
 

2. Contingent claims to which the Partnership is a party (contd.) 
 

4)  Further to Note 12E above, following the decision of the Competition Commissioner (in this 
section: “the Commissioner”), in accordance with section 20(B) of the Economic Competition 
Law, to approve, conditionally, the merger between EMG and EMED, under which a series of 
agreements were signed to allow the export of gas to Egypt from the Tamar and Leviathan gas 
reservoirs (“ the Merger), on September 8, 2019, Lobby 99 Ltd. (Halutz) and Hatzlacha – For 
Promotion of a Fair Society (R.A.), filed an appeal with the Competition Court at the Jerusalem 
District Court.  The appeal was filed against the Commissioner (as a respondent) and against 
EMED and EMG. In summary, the appeal argues that the Merger will allow the Partnership and 
Noble to block any possibility of importing natural gas from Egypt that will compete with gas 
produced from the Tamar and Leviathan reservoirs that they own, and that the approval of the 
Merger includes conditions that cannot be implemented and that do not remedy the competitive 
damage that may be incurred, according to them, by the approval of the Merger. In the appeal, 
the court was petitioned to revoke or modify the Commissioner’s decision.  
On October 31, 2019, the Commissioner filed her response to the appeal and on 
November 13, 2019, EMED and EMG filed their response to the appeal, and discovery and 
viewing of documents are currently underway. On February 17, 2020, a court hearing was 
held on the matter. The Partnership believes, based on the opinion of its legal counsel, that 
it is more likely than not that the appeal will be dismissed.  

 
5)  Further to Notes 12K1c and 12K2c above, regarding the selection of the Leviathan partners as 

the winner in the competitive process, on April 18, 2019, the Partnership was served an 
administrative petition, which was filed with the Tel Aviv District Court by some of the Tamar 
partners (Isramco, Tamar Petroleum, Dor Gas, and Everest (jointly below in this section: “the 
Petitioners”)), against IEC and the Leviathan partners (the IEC and the Leviathan partners, 
jointly below in this section: “the Respondents”) (“the Petition”), according to which the court 
was petitioned to declare that the decision of IEC’s tender committee (“the Committee”) of April 
4, 2019, declaring that the Leviathan partners were the winners in the competitive process, is 
wrongful and in contravention of the law, and should therefore be nullified; alternatively, to 
return the decision to the Committee and order it to consider other options, as set out in the 
Petition; and alternatively again, to order the cancellation of the competitive process.  
Concurrently with the filing of the Petition, a motion was filed with the court for an interim 
injunction prohibiting the Respondents from taking any action to promote or execute the 
results of the competitive process pending a ruling on the Petition, and a motion to hold an 
urgent hearing on the motion for an interim injunction and on the Petition (“the Motion”). On 
May 6, 2019, the Respondents filed their responses to the Motion for an interim injunction 
and the Petitioners' filed their responses on May 14, 2019. On July 7, 2019, the Court 
handed down a judgment dismissing the administrative petition and instructing the 
Petitioners to pay IEC’s costs. On August 19, 2019, the Petitioners filed an appeal against 
the judgment with the Supreme Court (“the Appeal”), petitioning the court to order the 
annulment of the judgment and to rule as requested in the Petition. On December 4, 2019, 
the appellants filed a summary of their arguments, which reiterated their original arguments 
as presented at the District Court, and on the basis of which they claimed that the judgment 
dismissing the Petition cannot stand, and in particular, that the circumstances of the bids 
submitted in the competitive process included an identical price submitted by both of the 
groups participating in the competitive process cannot justify the new conditions for 
determining the winning bid, which were neither stated nor mentioned at the beginning of 
the competitive process, whereby the selection of the winning bid would be based solely on 
price. According to the Supreme Court's decision, the Respondents (the IEC and the 
Leviathan partners) are required to file a summary of their arguments by April 5, 2020, with 
the appellants being entitled to file responding summations on their behalf by May 7, 2020. 
The hearing of the Appeal is scheduled for May 14, 2020. In the opinion of the 
Partnership’s legal counsel, it is more likely than not that the appeal will be dismissed. 
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NOTE 24 – CONTINGENT LIABILITIES, GUARANTEES AND COMMITMENTS (CONTD.) 
 
A. Contingent liabilities (Contd.) 
 

2. Contingent claims to which the Partnership is a party (contd.) 
 

6)  On August 28, 2019, the Homeland Guards Association (“the Petitioner”) petitioned the 
Jerusalem District Court against the Ministry of Environmental Protection and its officials 
and against Noble and the Ministry of Energy, requesting that it instructs the Ministry of 
Environmental Protection and its officials to require Noble or the Ministry of Energy to 
provide information, which, the Petitioner claims, is required for the purpose of making a 
decision on the application for the Emissions Permit of Leviathan; to publish the full 
information to the public and to allocate a 45-day period for comments; and to refrain from 
issuing an Emissions Permit for the platform until the petition is heard. Concurrently with 
the petition, a motion was filed for an interim injunction and a temporary injunction, aimed 
at preventing the issuance of the Emissions Permit of Leviathan until the petition was 
heard. On September 5, 2019, the application for an interim injunction and a temporary 
injunction was dismissed. On December 19, 2019, the court handed down its judgment, 
dismissing the petition and instructing the Petitioner to pay the respondent’s expenses 
amounting to NIS 60 thousand. On February 3, 2020, the Petitioner appealed the District 
Court’s judgment with the Supreme Court. 

 
7)  On November 21, 2019, a petition against the director of the Air Quality Division at the 

Ministry of Environmental Protection and against Noble (in this section below: “the 
Respondents”) was filed at the Jerusalem district court by Zichron Yaacov Local Council; 
Zalul - Environmental Association; Jasr a-Zarqa Regional Council; Megiddo Regional 
Council; Pardes Hanna-Karkur Local Council; and Emek Hefer Regional Council (in this 
section below: “the Petitioners”) In the petition, the court is petitioned to order the 
nullification of the Emissions Permit of Leviathan and to rule that no activity involving the 
emission of gases will take place at the Leviathan platform. Alternatively, the court was 
petitioned to rule the cancellation of the pilot plan of the platform. An interim injunction was 
also sought to prevent platform activity that requires an emissions permit. On December 
17, 2019, the Court handed down a temporary injunction whereby, until another decision, 
the Respondents will refrain from operation at the Leviathan rig involving emission of 
gases, and that the emissions permit will be frozen (“the Temporary Injunction”). On 
December 19, 2019, the Court handed down a ruling on the cancellation of the Temporary 
Injunction and dismissal of the application for an interim injunction. On January 5, 2019, an 
evidentiary hearing for the petition was held. On March 15, 2020, the court dismissed the 
petition. 

 
8)  On February 27, 2020, the Partnership learned of a class action and motion for its 

certification (“the Motion for Certification") filed at the Tel Aviv District Court by an electricity 
consumer (“the Applicant”) against the Partnership and Noble and against the other 
holders of the Tamar project and the Leviathan project (as litigants against which no 
remedy is sought), in connection with the competitive process for the supply of natural gas 
conducted by the IEC and in connection with a possible amendment to the agreement for 
the supply of gas from the Tamar project to the IEC (“the Amendment to the Tamar 
Agreement”), as agreed by the other holders in the Tamar project, without the involvement 
of the Partnership and Noble.  
The main arguments of the Applicant are, in brief, that the bids made by the holders in the 
Tamar project and the holders in the Leviathan project in the competitive process amount 
to abuse of monopolistic power and to a restrictive arrangement, as defined in the 
Economic Competition Law; the fact that the Partnership and Noble did not sign the 
amendment to the Tamar agreement also amounts to abuse of monopolistic power; the 
price set in the agreement for the supply of gas from the Leviathan project to the IEC 
further to the competitive process is an unfair price; and profits generated and to be 
generated by the Partnership and Noble under the agreement, while harming competition, 
amount to unjust enrichment.  
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NOTE 24 – CONTINGENT LIABILITIES, GUARANTEES AND COMMITMENTS (CONTD.) 
 
A. Contingent liabilities (Contd.) 
 

2. Contingent claims to which the Partnership is a party (contd.) 
 

8)  (contd.) 
 
The Applicant claims that the actions of the Partnership and Noble have caused and are 
expected to cause damage to the classes he seeks to represent in the amount of NIS 1.16 
billion, according to which the court is petitioned to award compensation and fees. 
However, the Motion for Certification does not present a motion for monetary remedy. The 
main remedy sought in the class action is a ruling by the court that the Partnership and 
Noble are not entitled to prevent the other holders in the Tamar project from signing the 
Amendment to the Tamar Agreement.  
It should be noted that a copy of the Motion for Certification has not yet been duly served 
on the Partnership. The Partnership, with the assistance of its legal counsel, will study the 
details of the Motion for Certification after it is duly served. In view of the above, at this 
stage, it is not possible to estimate the outcome of the Motion for Certification. 

 
9)  To the best of the Partnership's knowledge, on December 30, 2018, Bazan filed a request 

for arbitration against EMG with the International Chamber of Commerce in accordance 
with the agreement for the sale of natural gas signed between them on December 12, 2010 
(“the EMG-Bazan Agreement”). Bazan claims that due to the failure to supply natural gas in 
the period of the EMG-Bazan Agreement and the termination of the Agreement, it incurred 
damage estimated at USD 304 million. EMG claims that Bazan is not entitled to 
compensation at all since the EMG-Bazan Agreement was suspended due to force 
majeure, and that the statute of limitations applies to Bazan’s claims. EMG further claims 
that even if Bazan is found to be entitled to damages, the amount of the damages is limited 
to USD 11 million, under the terms of the EMG-Bazan Agreement. As at the approval date 
of the financial statements, the hearings in the arbitration were scheduled for October 12-
16, 2020. 

 
The Partnership believes, based on the opinion of the legal counsel of EMG, that it is more 
likely than not that the claim will be dismissed. 

 
10)  On August 26, 2019, PTT, which owns 25% of the shares of EMG, filed a claim at the 

Economic Court in Egypt against EMG, EMED, and other parties to the EMG transaction. 
For information about the transaction, see Note 12E above.  

 
In the statement of claim, PTT seeks the revocation of the resolutions of EMG’s general 
meeting on June 10, 2019, including the resolution to approve the signing of the CLOA. 
PTT claims that these resolutions constitute discrimination of the minority shareholders and 
are contrary to the Company’s best interests, in violation of the Egyptian companies law, 
which applies to EMG.  

 
As at the approval date of the financial statements, a hearing of the claim had been 
scheduled for March 14, 2020, but this was recently postponed, without scheduling a new 
date. It should be noted that the claim is in its preliminary stages.  

 
The Partnership believes, based on the opinion of the legal counsel of EMG, that it is more 
likely than not that the claim will be dismissed. 
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NOTE 24 – CONTINGENT LIABILITIES, GUARANTEES AND COMMITMENTS (CONTD.) 
 
A. Contingent liabilities (Contd.) 
 

2. Contingent claims to which the Partnership is a party (contd.) 
 

11) Subsequent to the balance sheet date, on April 26, 2020, the Partnership announced that it 
had learned of the filing of a claim and motion for its certification as a class action (“the 
Motion for Certification”) with the Economic Department of the Tel Aviv District Court, by a 
person claiming to hold participating units of the Partnership (“the Applicant”). The claim 
and the Motion for Certification were filed against the Partnership, the General Partner, the 
Company, the controlling shareholder in Delek Group, the board of directors of the General 
Partner in the Partnership (including the former chairman of the board of directors), and the 
CEO of the General Partner in the Partnership ("the Respondents"). 
 
In the Motion for Certification, it is alleged that the Respondents failed to disclose, in the 
Partnership’s reports, the existence of a term in the agreements for the sale of natural gas 
from the Leviathan and Tamar reservoirs to Dolphinus Holdings Limited (“the Sale 
Agreements” and “the Buyer”, respectively) according to which, in a year in which the 
average daily price of a Brent barrel (as defined in the Sale Agreements) falls below USD 
50 per barrel, the Buyer may reduce the minimum annual quantity purchased under the 
Sale Agreements to 50% of the annual contractual quantity. 
 
According to the Applicant, the alleged non-disclosure in the Partnership’s reports 
establishes grounds for a claim under various sections in the Israel Securities Law, 1968, 
by virtue of breach of statutory duty, and negligence. The main remedy sought in the 
Motion for Certification is compensation of the class that Applicant intends to represent for 
the alleged damage it incurred, which is estimated, based on the opinion attached to the 
Motion for Certification, in the amount of NIS 55.5 million. In addition, the Applicant 
petitioned to court to order any other compensation in favor of the class, as the court 
deems fit under the circumstances. 
On April 27, 2020, the Motion for Certification was duly served on the Partnership. The 
Partnership will study the details of the Motion for Certification, with the assistance of its 
legal counsel. 

 
3. Contingent claims to which the Company is a party 
 

1)  On December 25, 2016, a motion for certification of a class action was filed (below in this 
section: "the Motion for Certification") on the grounds that the merger transaction between 
the Delek Drilling and Avner Partnership was approved in an unfair process and the 
consideration that was paid to the holders of the non-controlling units in Avner, as set out in 
the merger agreement, is unfair. The Motion for Certification was filed against Avner 
Partnership, the general partner in Avner Partnership and members of its board of 
directors, Delek Group as the controlling shareholder in Avner Partnership (linked), and 
against PricewaterhouseCoopers Consulting Ltd. (PWC), as the economic advisor of an 
independent board committee established by Avner Partnership. The Motion for 
Certification includes allegations that the members of the committee, board of directors of 
Avner Partnership and companies of the general partner in Avner Partnership, breached 
the duty of care towards Avner Partnership, and that Avner Partnership acted in a way that 
discriminated against the non-controlling interests. It was also claimed that the merger 
transaction presented a clear conflict of interests for Delek Group by virtue of its being the 
controlling shareholder of Avner and Delek Drilling, and therefore, with the approval of the 
merger transaction, Delek Group violated its duty of fairness under the Partnerships 
Ordinance. The plaintiffs estimate that the damage amounts to NIS 320 million.  
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NOTE 24 – CONTINGENT LIABILITIES, GUARANTEES AND COMMITMENTS (CONTD.) 
 
A. Contingent liabilities (Contd.) 
 

3. Contingent claims to which the Company is a party (contd.) 
 

1) (contd.) 
 
On February 13, 2017, the court approved a procedural arrangement whereby the Motion 
for Certification will be amended by adding a claim of discrimination against a minority by 
Delek Group. On July 6, 2017, the court ordered the Partnership to join as a respondent, at 
its request. On July 27, 2017 and November 13, 2017, responses to the motion for 
certification were filed, and on 14 January 2018, the applicants filed their reply to the 
responses. On October 15, 2018, a pretrial hearing was held on the Motion for 
Certification, and the parties agreed to attempt to reach a procedural arrangement in the 
applicant’s motion to compel discovery and viewing of documents. Subsequently, on July 
11, 2019, the respondents performed the discovery in accordance with the procedural 
arrangement reached by the parties. Evidentiary hearings were scheduled for October 
2020. The Partnership believes, based on the opinion of its legal counsel, that it is more 
likely than not that the Motion for Certification will be dismissed.  

 
2)  A derivative claim regarding the ROI date in the Tamar project: 

 
On November 28, 2018, the Group received a motion for certification of a derivative claim, 
which was filed with the Tel Aviv District Court against the Partnership, the general partner 
in the Partnership, the Company, Delek Energy, and Delek Royalties (Delek Group, Delek 
Energy, and Delek Royalties will be referred to jointly in this section: “the Royalty Owners”), 
the directors in the general partner of the Partnership, the CEO of the general partner in 
the Partnership, and the auditors of the Partnership, in connection with the payment of 
royalties to the Royalty Owners at a rate of 6.5% (instead of 1.5%), as from January 2018, 
which was set as the ROI date in the Tamar project (in this section below: “the Motion for 
Certification”). According to the plaintiff, in summary, there were faults in the approval of 
the ROI date in the Tamar project, including the exclusion of taxes on oil and gas profits by 
virtue of the Taxation of Profits from Natural Resources Law (in this section below: “the 
Sheshinski Levy) in the calculation. In addition, according to the plaintiff, the general 
partner and the officers breached their duty of care and duty of trust towards the 
Partnership, by preparing a draft calculation of the ROI date that is incorrect and/or that 
does not include the Sheshinski Levy. The plaintiff further alleges a breach of the duty of 
fairness by the royalty owners and a breach of the duty of care by the Partnership’s 
auditors. 
 
The remedies requested in the motion for certification include declaratory relief, including 
the determination that the ROI date should include the Sheshinski Levy, and accordingly, 
the ROI date should be deferred, so that the royalty rate of 6.5% will only apply after this 
date, and that until this deferred date, the royalty owners will not be entitled to royalties 
exceeding a rate of 1.5%. The motion for certification also includes a petition for monetary 
relief in an amount equivalent to the difference between the amount of royalties paid by the 
Partnership commencing from the ROI date, at a rate of 6.5% and the amount of the 
royalties at a rate of 1.5%. 

 
It should be noted that on December 27, 2018, the Partnership filed a motion to dismiss the 
motion in limine (and to stay the proceedings until the ruling for dismissal in limine), due to 
the absence of prior application to the Partnership under section 194(B) of the Companies 
Law, and in view of the parallel proceedings with the supervisors, as set out in section 4 
below. On December 30, 2018, the court ruled a stay of proceedings in the claim.  
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NOTE 24 – CONTINGENT LIABILITIES, GUARANTEES AND COMMITMENTS (CONTD.) 
 
A. Contingent liabilities (Contd.) 
 

3. Contingent claims to which the Company is a party (contd.) 
 

2)  Derivative claim regarding the ROI date in the Tamar project (contd.): 
 

On January 9, 2019, the applicant’s response to the motion for dismissal was filed, as well 
as the response of the royalty holders to the motion for dismissal, in which it was claimed, 
among other things, that the multiple proceedings regarding the ROI date cannot be 
continued (the proceeding below and the discrimination claim in section 4 below).  
On January 15, 2019, the Partnership filed its response to the applicant's response to the 
motion for dismissal, and on January 23, 2019, the applicant’s response to the response of 
the royalty holders was filed. In this context, the applicant noted, among other things, that 
in his opinion, there is no escaping the transfer of the two proceedings (the discrimination 
claim in section 4 below and the motion for approval) to one court, which will determine the 
appropriate and proper procedure under the circumstances and alternatively, will choose to 
consolidate the hearing of these two proceedings.  

 
On September 24, 2019, the Tel Aviv district court handed down a judgment ordering the 
summary dismissal of the motion for certification of a derivative claim in connection with the 
ROI date in the Tamar project in accordance with Delek Drilling’s motion. 

 
3)  On January 6, 2019, the supervisors on behalf of the holders of the participating units in the 

Partnership filed a discrimination claim and an urgent motion for an interim injunction with 
the Tel Aviv District Court (Economic Department) (“the Statement of Claim” and “the 
Motion for an Interim Injunction”, respectively”), according to section 65W(b) to the 
Partnership Ordinance, against the Partnership, the general partner in the Partnership, and 
the royalty holders. 

 
Regarding the claim, the court was petitioned to declare, among other things, that the ROI 
calculation should include the payments that the Partnership is required to pay the State 
according to the Sheshinski Levy; that the ROI in the Tamar lease has not yet been 
achieved and also to determine when it will be achieved; and that the royalty holders are 
required to return the alleged surplus royalties to the Partnership (or alternatively, to 
declare that the Partnership demand the return of the royalties from the royalty holders, 
and to take the necessary steps to do so, including by offsetting and/or filing a claim).  

 
On February 6, 2019, the Partnership filed a motion for a stay of proceedings in the claim 
due to the existence of an arbitration clause (“the Motion for a Stay of Proceedings). On 
February 18, 2019, the royalty holders filed their position (in which they referred to their 
response for an interim injunction, as set out below), and on February 20, 2019, the 
supervisors’ response to the motion was filed. 
As stated in this section above, together with filing the claim, the supervisors filed an urgent 
request for an interim injunction. In the motion for an interim injunction, the court was 
petitioned, among other things, to order the Partnership and the general partner to refrain 
from transferring the higher overriding royalty to the royalty holder, and instead, to transfer 
it to the trust fund of the Partnership, at least until the ruling on the claim. In addition, the 
court was petitioned to order the royalty holders to return the higher overriding royalty that 
they had received to date and to transfer it to the above trust account, at least until the 
ruling on the claim. 
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NOTE 24 – CONTINGENT LIABILITIES, GUARANTEES AND COMMITMENTS (CONTD.) 
 
A. Contingent liabilities (Contd.) 
 

3. Contingent claims to which the Company is a party (contd.) 
 

3) (contd.) 
On January 22, 2019, the royalty holders filed a response to the interim injunction (with an 
objection), supported by an opinion, claiming that the motion should be dismissed for a 
number of reasons, including:  the proceeding is pending, the existence of arbitration 
stipulation, an interim injunction cannot be given in a monetary claim, laches, the suspicion 
of impediment to the enforcement of the judgment is non-existent and artificial, the 
requested remedy seeks to change the status quo (instead of maintaining the existing 
situation), and more. 

 
It was further argued that the allegations in the claim are unfounded because they are 
based on legal interpretation and economic theory that are fundamentally wrong. It was 
argued that there is no basis for the claim that the Sheshinski Levy should be included in 
the calculation of the ROI and that the royalty holders believe that the ROI date was 
achieved long before the date set by the Partnership (since the Partnership unlawfully 
attributed numerous expenses that should not be taken into account, including financing, 
transmission, marketing and disposal expenses, expenses for removal of facilities, and 
staff company expenses).  

 
In January and February 2019, the parties filed their responses, and on February 26, 2019, 
a hearing on the interim injunction was held, and the parties were given seven days to 
announce whether they had reached an agreement regarding the continuation of the 
proceeding. On March 5, 2019, the parties announced that they had not reached an 
agreement and that they request that the Court hear the motion for an interim injunction 
and the motion for a stay of proceedings, and to set a date for cross examination and 
summations, and the parties submitted agreed dates for the hearing.  

 
On March 10, 2019, the Court gave the parties seven days to announce whether they are 
requesting a hearing for temporary relief or a hearing on the claim on its merits. The 
supervisors informed the Court that from their point of view, the hearing can be held on the 
claim on its merits, while the royalty holders announced that their position is different, 
among other things, due to the intention of the royalty holders to file a claim and their 
insistence on transferring the proceeding to arbitration Subsequently, the Court ordered the 
parties to discuss how the motion for an injunction will be continued. 
 
On April 1, 2019, a notice was submitted by the parties, according to which the parties had 
reached an arrangement regarding the issue of a letter of undertaking by Delek Energy 
Systems, which would obviate the hearing on the motion for an interim injunction. Under 
the arrangement, it was determined that the plaintiffs will not be able to renew a motion of 
this kind or similar motions in the future.  On April 2, 2019, the court gave the validity of a 
ruling to the parties’ agreement.  
 
On April 3, 2019, a statement of defense and a statement of counter-defense were filed on 
behalf of the royalty holder. The counterclaim included claims that the ROI date should be 
earlier (in 2015, 2016, or 2017: "the Royalty Holder’s  Claim").  
On May 12, 2019, the Supervisors filed a letter of response, and on May 13, 2019, the 
Partnership filed a motion (by consent) to postpone the date for filing the statement of 
counter-defense, to 30 days after the ruling on the motion to stay the proceedings. The 
court approved the motion. On June 16, 2019, the Supervisors filed a statement of defense 
in the Counterclaim. On June 23, 2019, a hearing was held in which the motion to stay the 
proceedings was discussed, and on June 24, 2019, a ruling was handed down dismissing 
the motion to stay the proceedings. On October 2, 2019, the Partnership filed a statement 
of defense in the main suit as well as a statement of defense in the Counterclaim.  
On October 6, 2019, the pretrial hearing was held, in which the court set a time for filing the 
responses of the supervisors and of the royalty holders. It was further stipulated that after 
filing the responses, the parties will complete the preliminary proceedings.  
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NOTE 24 – CONTINGENT LIABILITIES, GUARANTEES AND COMMITMENTS (CONTD.) 
 
A. Contingent liabilities (Contd.) 
 

3. Contingent claims to which the Company is a party (contd.) 
 

3) (contd.) 
In accordance with the court ruling, on December 15, 2019, the Royalty Holders filed a 
statement of response in the Royalty Holders’ claim and the parties are required to 
complete the preliminary proceedings in the case by March 17, 2020. In view of the 
declaration of emergency in the courts, the date for completion of preliminary proceedings 
in the case was postponed to May 10, 2020. 
On March 25, 2020, the Supervisors notified the court of the termination of the term of Adv. 
Guy Gissin as Supervisor and his replacement with Adv. Uri Keidar, such that the latter will 
serve as the affiant on behalf of the Supervisors in the proceeding.  
On April 7, 2020, the Partnership and the Royalty Holders filed a response to the notice, 
according to which the replacement of the affiants does not derogate from the rights and/or 
claims of the defendants and it does not meant that it would be unnecessary for Adv. 
Gissin to appear before the court to be questioned on his affidavit, if the defendants deem 
this necessary. 
 
In view of the disputes described above, and if the claim of the royalty holders regarding 
the advance of the ROI date to August 2015 is accepted, the total financial scope of the 
claims for the royalty owners accounts to USD 56 million (the Company is entitled to 25% 
of this amount and Delek Energy is entitled to 75 % of this amount). On the other hand, to 
the best of the Company's knowledge and as announced by the Partnership, according to 
the assessment of the professional advisor of the supervisors, in the report submitted to 
the Partnership in June 2018, the inclusion of the Sheshinski Levy in the calculation of the 
ROI will postpone the ROI date by 12 to 18 months (until the middle of 2019), and the total 
financial effect for this postponement is expected to amount to USD 35 million for the 
period. 
 
Regarding the supervisors’ claim, the Company and Delek Energy  believe, after examining 
all of the allegations and based on the opinion it received, and on the assessments of its 
legal advisors, that it is more likely than not that the supervisors’ claim against the 
Company will be dismissed. 
 
Regarding the Royalty Holders’ Claim, the Company believes, based on the opinion of its 
legal counsel, that in view of the early stage of the proceeding, as set out above, the 
chances of the claim cannot be assessed at this stage. 
 

4)  On August 4, 2019, the Company, Delek Energy, and Delek Royalties entered into an 
agreement according to which they agree to mediation proceedings with Tamar Petroleum 
before former Honorable Justice, Yoram Danziger, and should the mediation fail, the 
parties agree to appoint the former Justice to act as a single arbitrator in the arbitration 
proceedings between them. When signing the agreement, the Company signed a 
memorandum of undertaking, according to which, if the arbitrator rules that Delek Royalties 
or any party in its place, is required to refund royalties that were paid to it in excess due to 
the exclusion of the Sheshinski levy in the ROI calculation, the Company will cover this 
payment within 14 days of the date of the judgment. On September 22, 2019, a preliminary 
mediation meeting was held, in which it was decided that each of the parties will meet 
separately with the mediator to present their principal claims. According to Tamar 
Petroleum, the Sheshinski levy should be included in the ROI calculation, which will 
postpone the ROI date. On the other hand, the royalty holders claim that this calculation 
cannot include a series of expenses that have been "loaded" into the calculation, and in 
particular, the Sheshinski levy cannot be included. The mediation is ongoing and at this 
stage, the parties are meeting separately and together with the mediator. The Company 
believes, based on the option of its legal counsel, taking into consideration the preliminary 
stage of the mediation, that if the claim of Tamar Petroleum regarding the Sheshinski levy 
is the same as the claim of the Supervisors in this matter, as set out in section (3) above, in 
view of the professional opinion submitted to the Company, it is more likely than not that 
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Tamar Petroleum’s claim against the Company will be dismissed. 
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NOTE 24 – CONTINGENT LIABILITIES, GUARANTEES AND COMMITMENTS (CONTD.) 
 
A. Contingent liabilities (Contd.) 
 

3. Contingent claims to which the Company is a party (contd.) 
 
5)  Subsequent to the balance sheet date, on April 14, 2020, the Company received notices 

that two statements of claim and motions for their certification as a class action were filed 
at the Tel Aviv-Yafo District Court (Economics Department), as follows:  

 

1. The first motion is directed at the Company, to all the members of the Company’s 
Board of Directors, the current CEO, and the former CEO (in this section: "the 
Respondents”). 
According to the motion, the applicant’s main allegation is that the Respondents 
(allegedly) failed to disclose to the investors material information about the collateral 
and liens and about the rights that the loan agreements conferred on the lenders, and 
in particular, regarding their repayment, including the immediate repayment. 
According to the applicant, the class that is represented is whoever purchased shares 
in the Company between November 28, 2019 and March 23, 2020, other than the 
Respondents and related parties.  
According to the applicant, due to the alleged breaches described in the statement of 
claim, the class that is represented incurred financial losses estimated at many 
millions of shekels. 
From a preliminary review, the Company rejects the claims arising from the motion 
and the statement of claim, and emphasizes that its reports are prepared in 
accordance with the law. The Company believes, based on the opinion of its legal 
counsel, that in view of the early stage of the proceeding, as set out above, the 
chances of the claim cannot be assessed at this stage. 
 

2. The second motion is directed at the Company, all members of the Company's Board 
of Directors, and the CEO (“the Respondents”). 
According to this motion, the applicant’s allegation is that the Company refrained 
(allegedly) from reporting material information to the holders of its securities about the 
changes to the scope and terms of the hedging transactions on the price of oil and 
natural gas made by the subsidiary Ithaca Energy Ltd. 
 
According to the applicant, the class that is represented is whoever purchased the 
Company's debentures from any of its series between January 1, 2020 and March 22, 
2020 and held the debentures at the close of trading on March 22, 2020.  
According to the applicant, due to the alleged breaches described in the statement of 
claim, the class that is represented incurred financial losses estimated at many millions of 
shekels. 
From a preliminary review, the Company rejects the claims arising from the motion and the 
statement of claim, and emphasizes that its reports are prepared in accordance with the law. 
The position of the Company is that there were no flaws in its reports, and it will 
continue to study the details of the motions with the assistance of its legal counsel. 
The Company believes, based on the opinion of its legal counsel, that in view of the 
early stage of the proceeding, as set out above, the chances of the claim cannot be 
assessed at this stage. 
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NOTE 24 – CONTINGENT LIABILITIES, GUARANTEES AND COMMITMENTS (CONTD.) 
 
A. Contingent liabilities (Contd.) 
 

3. Contingent claims to which the Company is a party (contd.) 
 
6)  On April 26, 2020, the Company received a motion for certification of a class action that 

was filed at the Tel Aviv-Jaffa District Court (Economic Department). 
The application is directed at the Company, the Company's auditors, members of the 
committee for reviewing the Company's financial statements, the Chairman of the Board of 
Directors, and the former CEO of the Company (“the Respondents"). 
According to the motion, the main claim of the applicant is that the Respondents were 
misleading and did not disclose (allegedly) material information about the Company's 
business regarding a provision in the Company's financial statements for the risk of 
payment of tax in excess of NIS 160 million (for capital gains tax liabilities of Delek 
Hungary arising from the disposal of shares of Delek US Holdings Inc. in 2012-2013), and 
that it was forbidden to cancel the provision in the Company’s financial statements after 
receiving the District Court ruling, knowing that an appeal would be filed. 
According to the applicant, the class that is represented is whoever purchased shares in 
the Company as from August 30, 2018 and held them at least until January 26, 2020.  
According to applicant, total loss was NIS 36.26 per share and NIS 90 million for the class, 
and this amount is for the sole purpose of estimating the class action at the time it was 
filed. 
The position of the Company is that there were no flaws in its reports, and it will continue to 
study the details of the motions with the assistance of its legal counsel.  
 

7)  Regarding the claim and motion for its certification as a class action filed against a number 
of respondents, including against the Company, see section A(2)(11) above. 

 
4. Additional claims 
 

1)  On August 6, 2015, the Electricity Authority published a decision regarding tariffs for 
management services of the electricity system ("System Tariffs") for all private generators 
of electricity, including the subsidiary IPP Delek Ashkelon Ltd. ("Delek Ashkelon"). In 
accordance with the decision, Delek Ashkelon will pay NIS 44 million, retrospectively, for 
system services for the period as from June 1, 2013 until September 12, 2015.  

 
On February 16, 2017, Delek Ashkelon received a letter of demand from Israel Electric 
Corporation Ltd., in accordance with the High Court of Justice ruling on the petition of other 
private electricity manufacturers, whereby Delek Ashkelon is required to pay NIS 13 million 
for the debt for management services of the system for 2015. For the years 2013 to 2014, 
the High Court of Justice handed down an order nisi. 
 
Delek Ashkelon disputes the demand for payment, claiming that the power station is a 
unique station since was established as a power station under the state tender to construct 
a desalination facility and to supply electricity to the desalination facility at prices set out in 
the tender, and accordingly, it should be granted an exemption from the system-wide fees. 
The decision on this matter is still pending. If the decision is negative, Delek Ashkelon, will 
evaluate several alternatives, including a petition to the Supreme Court. Another claim is 
non-retrospective application of system-wide fees.  
 
On June 20, 2018, Delek Ashkelon filed a petition with the High Court of Justice against the 
decision of the Electricity Authority, claiming that it is invalid regarding the consumers of the 
Company’s premises (the desalination facility); alternatively, retrospective application of the 
decision is invalid; and alternatively, the Electricity Authority should include the Company in the 
settlement agreement that was reached in the other petitions of private electricity producers 
against the Electricity Authority, which the court validated as a court judgment in January 2018. 
The petition included a motion by Delek Ashkelon for an order nisi instructing the Electricity 
Authority to respond to its arguments regarding the decision. 
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NOTE 24 – CONTINGENT LIABILITIES, GUARANTEES AND COMMITMENTS (CONTD.) 
 
A. Contingent liabilities (Contd.) 
 

4. Additional claims (contd.) 
 
1) (contd.) 

 
Delek Ashkelon also applied for an interim injunction, instructing the Electricity Authority to 
freeze the application of the decision and to issue a temporary injunction instructing the 
Electricity Authority to freeze the application of the decision with respect to Delek Ashkelon 
until a decision is made regarding the interim order. 

 
On June 21, 2018, the High Court of Justice dismissed the application of Delek Ashkelon 
for an interim injunction. 
 
On November 6, 2018, the preliminary response of the Electricity Authority was received, 
according to which it rejects the claims of Delek Ashkelon. 

 
Delek Ashkelon believes, based on the opinion of its legal counsel, that due to the 
preliminary stage of the proceeding, it is not possible to estimate the chances of the 
petition. Delek Ashkelon included appropriate provisions in the financial statements for 
these demands. 

 
2)  For information about the appeal filed by the Tax Authority on the ruling of the District Court 

regarding the calculation method of the capital gain from the sale of Delek US shares by 
Delek Hungary, see Note 31C(6). 

 
3)  Contingent claim to which Ithaca is a party 

 
On May 26, 2015, a class action lawsuit was filed against Ithaca at the High Court of 
Justice in Alberta, Canada, by an investor who alleges that Ithaca published information 
that constitutes a false representation, regarding the expected timetable for completion of 
the installation of the floating production facility(“FPF-1) in the GSA project. According to 
Ithaca, the claims of the class action lawsuit have no grounds. On March 7, 2019, a 
preliminary hearing was held on the motion. On June 24, 2019, a ruling was handed down 
certifying the motion for a certification of a class action, but because the plaintiff did not 
present evidence that Ithaca was acting unreasonably regarding the immediate report 
published on August 12, 2014,  the period to which the class action refers, the period was 
shortened from October 7, 2014 to February 25, 2015. In December 2019, Ithaca filed the 
statements of claim of Ithaca and the CEO, and the parties agreed on a discovery protocol. 
Ithaca has insurance cover for this claim, which it believes is sufficient to cover its liability, if 
the claim is accepted. At this stage, Ithaca believes, based on the opinion of its legal 
counsel, that it is not possible to estimate the chances of the claim and the financial 
exposure arising from the claim, and therefore Ithaca did not include a provision for this 
claim in the financial statements. 
 

4)  Subsequent to the balance sheet date, on April 27, 2020, the Company received a motion for 
certification of a class action that was filed at the Haifa District Court against a subsidiary of the 
Company, another company that purchased the land in trust for the subsidiary, and the 
directors of these companies, two of which are senior officers in the Company (“the 
Applicants”).  

 
The motion was filed by Zalul Environmental Association and two private applicants. 
According to the Applicants, the respondents, jointly and severally, are liable for 
compensation to the general public in Israel (which falls within the definition of "the Class" 
as defined in the application and described below) for their alleged liability for pollution of 
groundwater and the marine environment, due to the existence of hazardous and pollutive 
materials in the area purchased by the subsidiary in 2011 and which is south of Acre, at the 
site where Electrochemical Industries operated (“the Site”). According to the Applicants, 
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these materials are continuing to pollute the soil at the Site while spilling over into the 
environment, damaging the groundwater, seawater, and nature.  
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NOTE 24 – CONTINGENT LIABILITIES, GUARANTEES AND COMMITMENTS (CONTD.) 
 
A. Contingent liabilities (Contd.) 
 

4. Additional claims (contd.) 
 
4) (contd.) 

According to the Applicants, when the subsidiary acquired ownership of the Site, it assumed 
the liability for damage caused due to materials that remained at the Site since its acquisition, 
and these materials continued to leak or spill over in the period since control was transferred. 
The Applicants further claim that when the subsidiary acquired ownership of the Site, it 
assumed the responsibility for action to prevent the continuation of pollution and to clean the 
land  

 
The class that is represented is defined in the motion as any residents and citizens of Israel 
who use the services of Acre's coastal environment, or any other class as the court may 
determine. At this time, there is no way to estimate the size of the class underlying the level 
of compensation that the applicants claim is payable by the respondents to each of the 
class members. The motion stipulates an amount of “at least NIS 2.5 million” as 
compensation for the alleged damage that the applicants claim was incurred by the class 
due to the continuation of pollution in the period when the Site was under the control of the 
subsidiary. In addition, the applicants request that the court order the respondents to pay of 
all the restoration expenses, which they estimate at hundreds of millions of shekels, as well 
as the environmental damage that they claim that the respondents must pay to the public 
for compensation. Some of the compensation components were not included in the motion, 
therefore the exact amount of the claim is unknown, however, the applicants’ claims 
indicate that the level of compensation to the public, in addition to the cost of restoration, 
could also amount to hundreds of millions of shekels.   
 
In addition, the claim includes a motion for an injunction directed to the respondents and 
requiring them to take steps to prevent the pollution, including preparation of a plan to 
control pollution. The motion does not specify the actions required under these remedies, 
and their cost cannot be estimated. 

 
The subsidiary will review the details of the motion with the assistance of its legal counsel, 
at this preliminary stage, in particular before the preparation and submission of the 
subsidiary's reply, it is not possible to assess the likelihood that the motion will be accepted 
against any of the respondents and therefore it is not possible to assess the financial 
exposure to the respondents in general and the subsidiary in particular, in respect of the 
motion. 
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NOTE 24 – CONTINGENT LIABILITIES, GUARANTEES AND COMMITMENTS (CONTD.) 
 

B. Guarantees 
 

As at December 31, 2019, the following guarantees are in place: 
 

 NIS millions  

Guarantees for agreements of associates (1) 95 

Guarantees for agreements with third parties  6 

  

 
101 

 
(1) Including guarantees of NIS 180 million in favor of IDE for the construction project and operation 

of the desalination plants, for which 60% was indemnified for the sale of 20% of the shares of 
IDE in 2019, such that the total guarantees after the indemnification amount to NIS 73 million. 
Subsequent to the balance sheet date, in view of the fulfillment of the preconditions for the sale 
of the balance of the investment in IDE, the guarantees were amortized in full. 

 
(2) The Company signed an unlimited performance guarantee in favor of the Republic of Cyprus to 

secure full implementation of all undertakings of the Partnership. See also Note 12F above. 
 
C. Agreements 
 

Material agreements by the Group companies: 
 
(1)  As at December 31, 2019, Delek Israel has agreements for the purchase of fuel products 

amounting to NIS 3,052 million (as at December 31, 2018, NIS 2,724 million). 
 

(2)  For information about natural gas and condensate supply agreements in the Tamar Project and 
Leviathan Project, see Note 12K. 

 
(3)  As at December 31, 2019, Ithaca has agreements for investments in oil and gas assets 

amounting to USD 105 million (NIS 363 million). 
 
(4)  The Group holds full ownership in two companies operating power stations: IPP Delek Ashkelon 

Ltd. ("Delek Ashkelon") and IPP Delek Sorek Ltd. ("Delek Sorek").  
 
Delek Ashkelon operates a power plant with a capacity of 80 MW adjacent to the desalination 
facility in Ashkelon, and is committed to supplying the desalination plant with 58 MW until 2027, 
for a consideration comprised of a fixed price linked to the CPI and a variable price linked to 
energy prices. 
Delek Sorek operates a power plant with a capacity of 140 MW adjacent to the Sorek 
desalination plant and is committed to supplying the desalination plant with 100 MW by 2037, 
for a consideration comprised of a fixed price linked to the CPI and a variable price linked to 
energy prices.  
 
If Delek Ashkelon and Delek Sorek not are unable to supply electricity to the desalination plants, 
they will bear the difference between the price of electricity purchased by the desalination plants 
and the price set out in the agreements with the desalination plants. 
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NOTE 24 – CONTINGENT LIABILITIES, GUARANTEES AND COMMITMENTS (CONTD.) 
 
D. Indemnification and insurance of officers 
 

(1)  The Group has undertaken to indemnify all entitled officers of the Group for any action taken in 
virtue of their service as officers in the Group in the past, present and future. The Group has 
undertaken to indemnify all entitled officers of the Group for any action taken in virtue of their 
service as officers in the Group in the past, present and future. 

 
(2)  The Group has decided to exempt officers of the Group from their liability under the duty of care 

toward the Group pursuant to Chapter three, Part six of the Companies Law, 1999. 
 
(3)  The Company has insured the liability of officers for a total liability limit of USD 150 million until 

June 2020. 
 
 

NOTE 25 – LIENS 

 
A. To secure loans from banks, debentures and loans from others, amounting to NIS 18 billion as at 

December 31, 2019, collateral was provided as follows: 

 
− The Company and its subsidiaries recorded fixed and floating liens on their non-current and 

current assets, including inventories, specific deposits, the right to trade receivables, certain oil 
and gas assets, the right to receive overriding royalties, specific liens on certain shares of 
investees and participating units of Delek Drilling, and mortgages on all the companies’ rights in 
properties for which credit was granted. 

 
− Subsidiaries have undertaken to meet certain conditions, including to refrain from recording a 

lien in favor of others without the prior agreement of the lending corporations 

 
− For undertakings to meet financial covenants, see Note 18 and Note 19. 

 
B. For information about liens and financial covenants for investments in oil and gas assets and for the 

issue of debentures by the Partnership, see Note 12J. 
 

  



Delek Group Ltd. 
 

Notes to the Consolidated Financial Statements  

 

 

C - 197 

NOTE 26 – CAPITAL  
 
A. Composition of share capital 
 

  December 31, 2019  December 31, 2018 

  Registered  Issued and paid 
up 

 Registered  Issued and paid 
up 

  Number of shares 

         

Ordinary shares of NIS 1 par value. each  16,000,000  11,983,595  16,000,000  11,983,595 

Preference shares  2,000,000  -  2,000,000  - 

 
The shares are listed on the TASE. 
 

B. Treasury shares 
 

As at December 31, 2019, a wholly-owned subsidiary partnership, Delek Financial Investments - 
Limited Partnership ("the Subsidiary Partnership") holds 450,760 Company shares of NIS 1 par 
value. Information about acquisitions and disposals by the Subsidiary Partnership in 2018-2019: 

 

  
Par value 
quantity 

Acquisition 
amount 

(derecognition) 

   NIS millions 

    

Balance as at January 1, 2018  726,968 450 
    
2018:    

Acquisitions  72,965 39 

Reissuance for the exchange tender offer of Delek Energy shares  

  (see note 10L) 

 

(556,994) (343) *) 
    
Balance as at December 31, 2018  242,939 146 
    
2019 - acquisitions  207,821 111 

    
  450,760 257 

    

*) Cost of shares exercised 

 
Subsequent to the balance sheet date, the Subsidiary Partnership acquired an additional 135,662 
shares for NIS 60 million. Following the sale, the Subsidiary Partnership holds 586,422 shares of the 
Group.  
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NOTE 26 – CAPITAL 
 
C. Dividends 
 

1. On March 31, 2019, the Company declared a dividend of NIS 140 million, which was paid on 
April 29, 2019. The dividend per share is NIS 11.6826. An amount of NIS 3 million was 
distributed to the Subsidiary Partnership.  

 
2.  On May 29, 2019, the Company declared a dividend of NIS 120 million, which was paid on July 

27, 2019. The dividend per share is NIS 10.0137. An amount of NIS 2 million was distributed to 
the Subsidiary Partnership. 

 
D. For information about debentures and liabilities convertible to Company shares, see Note 19.  

 

NOTE 27 – COST OF REVENUES 
 

 Year ended December 31 

 2019  2018  2017  

 NIS millions 

      

Purchase of oil, fuel and products 4,003  4,103  3,160 

Other production expenses and costs 112  137  221 

Depreciation, depletion and amortization 1,070  615  626 

Salary and incidentals  21  22  37 

Transportation 17  17  22 

Production cost of oil and gas sold and oil and gas exploration 
expenses, net 920 

 

591 
 

517 

Cost of electricity supplied 367  385  227 

      

 
6,510  5,870  4,810 

 
 

NOTE 28 – SELLING, MARKETING, AND GAS STATION OPERATING EXPENSES 
 

 Year ended December 31 

 2019  2018  2017  

 NIS millions 

      

Salary and incidentals 157  160  168 

Maintenance of gas stations 78  268  275 

Advertising and sales promotion 15  14  14 

Amortization and depreciation 204  58  60 

Commissions  13  16  15 

Others 20  27  37 

      

 487  543  569 
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NOTE 29 – GENERAL AND ADMINISTRATIVE EXPENSES 
 

 Year ended December 31 

 2019  2018  2017  

 NIS millions 

      

Salary and incidentals 91  80  107 

Amortization and depreciation 8  6  7 

Professional services 44  48  39 

Others 50  52  33 

      

 193  186  186 

 
 

NOTE 30 – OTHER REVENUES (EXPENSES), NET 
 

 Year ended December 31 

 2019  2018  2017  

 NIS millions 

Provision for impairment of oil and gas assets, fixed assets, and 
real estate investment (830) 

 

(85) 
 

(273) 

Goodwill impairment of intangible assets -  (24)  - 

Profit on disposal of assets 29  17  153 

Profit (loss) from disposal of oil and gas assets *) (3)  96  1,450 

Profit from a bargain transaction **) -  105  - 

Profit (loss) from disposal of investees 5  (14)  - 

Other expenses, net (26)  (79)  (117) 

      

 (825)  16  1,213 

*)  For further information, see Note 12C. 

**)  For further information, see Note 10F. 
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NOTE 31 – - FINANCE INCOME AND EXPENSES 
 

  Year ended December 31 

  2019 2018 2017 

  NIS millions 

A. Finance income    

     

 

Net change in the fair value of financial assets at fair 
value through profit or loss. 42 81 - 

 Profit from disposal of available-for-sale securities - - 20 

 Income from investments  46 46 100 

 Dividends from available-for-sale securities - - 9 

 

Dividends from securities accounted for at fair value 
through profit or loss - 1 - 

 

Dividends from securities accounted for at fair value in 
other comprehensive income 38 - - 

 Derivative financial instruments 57 32 57 

 

Finance expenses, net, from associates and related 
parties  4 44 42 

 Finance income from loans to the seller 6 39 12 

 

Revaluation of royalties receivable and loans provided 
for the sale of oil and gas assets 302 277 90 

 Others 77 42 44 

  
572 562 374 

     

B. Finance expenses    

     

 

Finance expenses for credit from banks, debentures 
and others 1,207 944 961 

 

Net change in the fair value of financial assets at fair 
value through profit or loss. 19 35 - 

 Impairment of available-for-sale securities  - 17 

 Derivative financial instruments 20 141 130 

 Expenses for a lease liability 29 - - 

 

Revaluation of contingent consideration for oil and gas 
assets 3 134 25 

 Exchange differences from a loan to buyers 8 - 21 

 Other finance expenses, net 32 30 37 

     

  1,318 1,284 1,191 
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NOTE 32 – TAXES ON INCOME  
 
A. Tax laws that apply to the Group companies 
 

Income Tax (Inflationary Adjustments) Law, 1985 
 
According to the law, until 2007, the results for tax purposes are adjusted for the changes in the CPI.  
In February 2008, the Knesset passed an amendment to the Income Tax (Inflationary Adjustments) 
Law, 1985, which limits the scope of the Adjustments Law from 2008 onwards. As from 2008, the 
results for tax purposes are measured at nominal values, with the exception of certain adjustments 
for changes in the Israeli CPI up to December 31, 2007. 

 
B. Tax rates applicable to Group companies 
 

1)  Group companies in Israel 
 
In December 2016, the Economic Efficiency Law (Legislative Amendments for Implementing 
Economic Policy for the 2017 and 2018 Budget Year), 2017 was ratified. The Law includes a 
reduction in the rate of corporate tax as from January 1, 2017, to a rate of 24% (instead of 
25%), and as from January 1, 2018, to a rate of 23%. 
 
The rate of corporate tax in Israel in 2019 and 2018 is 23%; and in 2017, 24%.  
An association of individuals is taxed on real capital gain at the corporate tax rate in the year of 
the sale.  
 
In August 2013, the Law for Changing National Priorities (Legislative Amendments for Achieving 
Budgetary Goals for 2013-2014), 2013 was published. The Law includes provisions for changes 
in revaluation gains taxes, as from August 1, 2013, however the entry into force of the 
provisions for revaluation gains is subject to publication of regulations defining "retained 
earnings exempt from corporate tax" and regulations that define provisions for preventing 
double taxation that is liable to apply to assets outside of Israel. As of the date of approval of 
these financial statements, these regulations have not yet been published. 
 

2)  Group companies abroad 
 

A ) Ithaca is subject to UK tax laws, which include corporate tax income, supplementary 
charge tax and petroleum revenue tax. As at December 31, 2019, the effective tax rate 
applicable to oil and gas companies in the UK was 30%, the supplementary charge tax was 
10%, and the tax on oil revenues, if applicable, was 0%.  

 
B)  Profits of the US company (see Note 12S) will be taxed under US federal corporate tax at a 

rate of 21%. In addition to the federal tax, revenue arising from the projects in Louisiana 
will be subject to state tax at the rate of 4-8%. The state tax will be recognized as an 
expense in the calculation of federal tax. 

 
C)  The Company's profits in Canada (see Note 12Q) will be subject to corporate tax at a total 

rate of 30% (15% federal tax rate and 15% tax rate in Newfoundland and Labrador).  
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NOTE 32 – TAXES ON INCOME (CONTD.) 
 
C. Tax assessments 
 

1)  The Company has final tax assessments up to and including 2014. 
 
2)  The majority of the other subsidiaries have received tax assessments that are considered final 

up to and including 2014. 
 
3)  Delek US  
 

In prior years, the Group (through its subsidiary Delek Hungary) sold shares of Delek US. 
Orders were issued for Delek Hungary in connection with the calculation of the capital gain from 
the disposal of the shares of Delek US (the main objection was the ability of Delek Hungary to 
offset, from the capital gain of Delek Hungary, the distributable profits of Delek US that were not 
distributed as a dividend). Delek Hungary filed appeals against these orders at the Lod District 
Court. In July 2018, the District Court ruled that it accepted the appeal of Delek Hungary 
regarding the main issue. In view of the aforesaid, the Group canceled the provision in its 
financial statements for this matter and in 2018, recognized NIS 170 million in the statement of 
income under profit from discontinued operations, net. 
 
On December 2, 2018, the tax assessor filed an appeal with the Supreme Court, and requested 
the reversal of the ruling of the District Court and the reinstatement of the orders. In the order for 
summations, the Supreme Court ruled that the parties will file their written summations by June 
2019.  
 
On November 6, 2019, a hearing was held at the Supreme Court on the matter underlying the 
appeal, which is the offset of the distributable profits of Delek US that were not actually 
distributed as a dividend from the capital gain derived by Delek Hungary in prior years.  
Subsequent to the balance sheet date, on January 26, 2020, the judgment of the Supreme 
Court was handed down, accepting the position of the tax assessor and reversing the judgment 
of the district court. 
In view of the above, the Group included a provision in the financial statements for the tax 
payable (plus interest and linkage differences), amounting to NIS 213 million, which was 
included under profit (loss) from discontinued operations, net.  
In addition, it should be noted that subsequent to the balance sheet date, the Company 
received a motion for certification of a class action for the provision. See Note 24A3(6) above. 
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NOTE 32 – TAXES ON INCOME (CONTD.) 
 
D. Carryforward losses for tax purposes 
 

As at December 31, 2019, the Company has carryforward losses of NIS 3.1 billion for tax purposes 
(of which, an amount of NIS 1.3 billion is capital losses). No deferred tax assets were recognized for 
these losses, due to the uncertainty regarding future taxable income. 
 
As at December 31, 2019, the subsidiaries have carryforward losses of NIS 9 billion for tax 
purposes. Deferred tax assets of NIS 3.2 billion were included in the financial statements for the 
balance of the business losses. 
 
In this context, it should be noted that as at December 31, 2019, Ithaca has carryforward tax losses 
amounting to USD 2.4 billion (partially due to recognition of accelerated depreciation for tax 
purposes, as well as from tax benefits to encourage investments in oil and gas in the North Sea, 
which contributed to a significant increase in losses for tax purposes), and on the other hand, Ithaca 
has temporary differences in respect of accelerated depreciation of oil and gas assets in the North 
Sea in the amount of USD 2 billion (meaning, net differences of USD 0.4 billion). The financial 
statements include deferred tax assets for the net differences amounting to USD 236 million. It 
should be noted that most of the net differences arose during the development of significant oil and 
gas assets, some of which have recently started production, and others are expected to start 
production in the near future, such that Ithaca expects that in the coming years, it will have taxable 
income in significant amounts and it believes that the net differences will be utilized over seven to 
eight years  
 

E. Deferred taxes 
 

Composition: 
 

 Balance sheet Statement of income 

 December 31 Year ended December 31 

 2019 2018 2019 2018 2017 

 NIS millions 

Fixed assets (5) (4) (1) 31 (6) 

Financial instruments presented at fair 
value  (145) (114) (34) 45 (60) 

Intangible assets (59) (54) (5) (5) (5) 

oil and gas assets (4,144) (2,981) 317 154 293 

Carryforward losses for tax purposes 3,245 2,782 253 67 (41) 

Liabilities for disposal of assets 330 795 32 6 (4) 

Other temporary differences (20) (35) 3 (82) 21 

Deferred tax income   565 216 198 

Deferred tax assets (liabilities), net (798) 389 
   

 
As at December 31, 2019, the deferred taxes for Group companies in Israel are calculated according 
to the tax rate of 23% based on the expected applicable tax rate at the time of exercise. The deferred 
taxes for the wholly owned subsidiary in the UK is calculated according to a tax rate of 40%. 
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NOTE 32 – TAXES ON INCOME (CONTD.) 
 
E. Deferred taxes (contd.) 
 

Deferred taxes for items recognized in other comprehensive income 
 

 Year ended December 31 

 2019 2018 2017 

 NIS millions 

    

Taxes for cash flow hedges 6 59 - 

Taxes for available-for-sale financial assets - - 3 

    

    

 
6 59 3 

 
F. Income taxes (tax benefits) in the statements of income 
 

 Year ended December 31 

 2019 2018 2017 

 NIS millions 

    

Current taxes  173 196 294 

Deferred taxes (see also section E above) (565) (216) (198) 

Taxes for prior years  1 4 18 

    

 
(391) (16) 114 
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NOTE 32 – TAXES ON INCOME (CONTD.) 
 
G. Adjustment of theoretic tax 
 

Below is a presentation of the tax amount that would be applicable if all the income was taxable at 
the regular corporate tax rates in Israel and the tax amount charged to the statement of income for 
the reporting year: 
 

 Year ended December 31 

 2019  2018  2017  

 NIS millions 

      

Profit before taxes on income 11  689  1,626 

      

Statutory tax rate 23%  23%  24% 

      

Tax computed at the statutory tax rate 2  158  390 

Increase (decrease) in tax liabilities for:      

Utilization of carryforward losses from previous years (11)    (37)  (105) 

Losses and other differences for which no tax benefit was 
recorded 73 

 

86 
 

204 

Share of holders of non-controlling interests in gains of the 
Partnership (88) 

 

(90) 
 

(276) 

Company's share the results in companies and partnerships 
accounted for at equity, net 6 

 

16 
 

10 

Current taxes for prior years 1  4  18 

Deferred taxes for prior years (138)  (23)  1 

Tax benefit for foreign oil and gas assets (209)  (165)  (79) 

Other tax benefit for foreign tax assets (29)  (6)  (8) 

Adjustments for different tax rate in merged companies (113)  25  (35) 

Exempt revenue, unrecognized expenses and other 
adjustments, net  115 

 
16 

 
(6) 

      

 (391)  (16)  114 

 
H. The Company is registered for value added tax purposes as a joint licensed dealer (consolidation of 

dealers) together with some of its subsidiaries. 
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NOTE 33 – NET EARNINGS (LOSS) PER SHARE 

 
A. Quantity of shares and the earnings attributable to the shareholders of the Company used to 

calculate the net earnings (loss) per share from continuing operations: 
 

 
Year ended December 31 

 
2019 2018 2017 

 

Quantity of 
weighted 
shares Net profit  

Quantity of 
weighted 
shares Net profit  

Quantity of 
weighted 

shares Net profit  

 
thousand 

NIS 
millions thousand 

NIS 
millions thousand 

NIS 
millions  

       

For calculation of basic net earnings  11,628 85 11,279 314 11,229 662 

Adjustment for the Group’s portion in 
basic loss (earnings) per share of 
investees - 25 - 124 - 40 

Group’s portion in diluted earnings 
(loss) per share of investees - (25) - (124) - (40) 

Effect of potential ordinary shares, 
diluted *) - - - - 859 35 

For calculation of diluted net earnings  11,628 85 11,279 314 12,088 697 

 
B. Quantity of shares and the earnings (loss) attributable to the shareholders of the Company used to 

calculate the net earnings (loss) per share from discontinued operations: 
 

 
Year ended December 31 

 
2019 2018 2017 

 

Quantity of 
weighted 
shares Net profit  

Quantity of 
weighted 
shares Net profit  

Quantity of 
weighted 

shares Net profit  

 
thousand 

NIS 
millions thousand 

NIS 
millions thousand 

NIS 
millions  

       

For calculation of basic net earnings  11,628 149 11,279 203 11,229 554 

Adjustment for the Group’s portion in 
basic earnings per share of investees - (361) - (319) - (554) 

Group’s portion in diluted earnings per 
share of investees - 361 - 319 - 554 

Effect of potential ordinary shares, 
diluted *) - - - - 859 - 

For calculation of diluted net earnings  11,628 149 11,279 203 12,088 554 

*)  In 2019 and 2018, the effect of convertible debentures issued by the Company was not taken into account 
because their effect is anti-dilutive. 
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NOTE 34 – OPERATING SEGMENTS 
 
A. General 
 

In accordance with IFRS 8, the Group’s operating segments are determined on the basis of 
management reports, which are mainly based on the investments in each subsidiary. 
 
The operating segments are as follows: 
 

− Oil and gas exploration and production in Israel and its surroundings: The main operation is in 
the Tamar joint venture, the Ratio Yam joint venture, the Yam Tethys joint venture, and other oil 
rights, mainly offshore the coast of Israel through Delek Drilling.  

 

− Development and production of gas and oil assets in the North Sea: The activity is carried out 
by Ithaca, which owns rights in oil and gas assets in the North Sea region. The financial 
statements of Ithaca are consolidated with the financial statements of the Group as from April 
2017 (for information about the operations of Chevron in North Sea by Ithaca in November 
2019, see Note 10F). The activity includes mainly production and marketing of oil and gas from 
the producing reservoirs and the development of additional reservoirs.  

 

− Fuel in Israel: The main operation is marketing and sale of fuels and commodities at gas 
stations and other outlets, and storage and production of fuels in facilities. 

 

− Other - Other sectors include the Group's operations in water desalination and in the 
construction and operation of power plants for power generation (for information about the sale 
of the Company’s investment in IDE, which coordinates its operations in the water sector, see 
Note 10I). In addition, as from 2018, oil and gas exploration and production activity in the Gulf of 
Mexico is presented in this section. In addition, up to the date of the sale of the investment in 
Gadot (see Note 10M), this section also includes its operations (in biochemistry). 

 
It should be noted in view of the sale of the Company’s investment in Delek Automotive and in The 
Phoenix, and presentation of their operating results under income from discontinued operations (see 
Note 10E and Note 10G), Delek Automotive and The Phoenix are not presented as a reportable 
segment. Comparative figures were reclassified to reflect the operations of Delek Automotive as a 
discontinued operation. 

 
B. Segment reporting 
 

1)  Revenue 
 

 Year ended December 31 

 2019 2018 2017 

 NIS millions 

Oil and gas exploration and production in Israel and its 
surroundings *) 1,332 1,412 1,588 

Development and production of oil and gas assets in the 
North Sea 2,062 1,174 691 

Fuel in Israel  4,912 5,034 4,143 

Other segments 551 552 430 

Inter-segment *) (63) (48) (21) 

Adjustments 3 4 4 

Total in statement of income 8,797 8,128 6,835 

*)  Inter-segment sales are mainly for the sale of gas to other segments. 
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NOTE 34 – OPERATING SEGMENTS (CONTD.) 
 
B. Segment reporting (contd.) 
 

2)  Segment results – operating profit (loss)  
 

 Year ended December 31 

 2019 2018 2017 

 NIS millions 

Oil and gas exploration and production in Israel and its 
surroundings  649 1,114 2,390 

Development and production of oil and gas assets in the 
North Sea (104) 510 136 

Fuel in Israel  164 128 168 

Other segments 89 (34) (77) 

Adjustments *) (55) (80) (80) 

Operating profit 743 1,638 2,537 

 

*)  Mainly administrative and general expenses attributable to the Staff Companies 

 
3)  Contribution to net profit from continuing operations attributable to the shareholders of 

the Company 
 

 Year ended December 31 

 2019 2018 2017 

 NIS millions 

Oil and gas exploration and production in Israel and its 
surroundings 476 520 1,217 

Development and production of oil and gas assets in the 
North Sea (128) 364 10 

Fuel in Israel  91 70 100 

Other segments  17 (81) (97) 

Adjustments *)  (371) (318) (467) 

Earnings from continuing operations attributable to 
shareholders of the Company 85 555 763 

*)  Mainly administrative and general expenses, financing, and taxes attributable to the Staff Companies  
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NOTE 34 – OPERATING SEGMENTS (CONTD.) 
 
B. Segment reporting (contd.) 
 

4)  Segment assets 
 

 December 31 

 2019 2018 

 NIS millions 

   

Fuel in Israel 3,872 3,537 

Oil and gas exploration and production in Israel and its surroundings  22,630 21,738 

Development and production of oil and gas assets in the North Sea 16,635 7,489 

Other segments 1,352 1,390 

   

 
44,489 34,154 

   

Investments in associates   

Oil and gas exploration and production in Israel and its surroundings 259 466 

   

Fuel in Israel 98 109 

Other segments  134 176 

 491 751 

Assets not attributed to segments *) 1,983 92,147 

   

Total consolidated assets 46,963 127,052 

*)  As at December 31, 2018, assets attributable to discontinued operations were also included. 

 
5)  Segment liabilities 
 

 December 31 

 2019 2018 

 NIS millions  

   

Fuel in Israel 3,245 2,571 

Oil and gas exploration and production in Israel and its surroundings  15,401 13,436 

Development and production of oil and gas assets in the North Sea 11,293 4,463 

Other segments 656 753 

 30,595 21,223 

Liabilities not attributed to segments *) 8,791 93,559 

   

Total consolidated liabilities 39,386 114,782 

*)  As at December 31, 2018, liabilities attributable to discontinued operations were also included. 
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NOTE 34 – OPERATING SEGMENTS (CONTD.) 
 

B. Segment reporting (contd.) 
 

6)  Acquisition cost of long-term assets 
 

  Year ended December 31 

  2019  2018  2017 

  NIS million 

       

Fuel in Israel  62  66  87 
Oil and gas exploration and production in Israel and its 
surroundings   2,347  2,980  1,836 
Development and production of oil and gas assets in 
the North Sea (including in business combinations)  8,317  1,742  2,491 

Other segments  92  301  83 

       

  10,818  5,089  4,497 

 
7)  Amortization and depreciation (including impairment) 
 

       

Fuel in Israel  240  89  90 
Oil and gas exploration and production in Israel and its 
surroundings   221  224  101 
Development and production of oil and gas assets in 
the North Sea  1,395  294  205 

Other segments  314  61  46 

       

  2,170  668  442 
       

 
C. Geographic information 
 

The revenue of the oil and gas exploration and production segment in the North Sea region is mainly 
from sales to customers in the UK and the assets used in this segment are in the UK. Most of the 
revenue of other segments is from sales to customers in Israel and most of their assets are in Israel. 
 
 

NOTE 35 – INTERESTED AND RELATED PARTIES 
 
A. CEO of the Company  
 

In 2019, the Company's board of directors and compensation committee approved the payment of a 
bonus of NIS 1,400 thousand to the CEO for 2018. In 2018, the Company's board of directors and 
compensation committee approved the payment of a bonus of NIS 1,400 thousand to the CEO for 2017. 
 
On November 24, 2019, the Company’s Board of Directors appointed the deputy CEO, Idan Wallace, 
as CEO of the Company, as from January 1, 2020 (the termination date of the term of Asi Bartfeld is 
December 31, 2019). 
 

B. Chairman of the Board of Directors  
 
In 2019, the Board of Directors and compensation committee of the Company approved the payment 
of a bonus amounting to NIS 700 thousand to the chairman of the Board of Directors for 2018. In 
2018, the Board of Directors and compensation committee of the Company approved the payment of 
a bonus amounting to NIS 600 thousand to the chairman of the Board of Directors for 2017. 

 
C. For further information about guarantees provided to related parties, see Note 23B.  
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NOTE 35 – INTERESTED AND RELATED PARTIES (CONTD.) 

 
D. Balances with interested and related parties 

 
  December 31 

  2019  2018 
  NIS millions 

     
Trade receivables (mainly associates)  24  57 
Other receivables  5  5 
Long-term loans, deposits and receivables   111  2 
Loans to associates  56  55 
Assets held for sale   -  12 
Liabilities to suppliers and service providers (Mostly associates)  4  5 
Other payables  12  2 
Liabilities attributable to assets held for sale   -  7 
     

 
E. Transactions with interested and related parties 
 

  Year ended December 31 

  2019  2018  2017 

  NIS million 
       
Sales (mainly associates)  176  353  170 
Purchases  22  16  5 
Sales, administrative and general expenses   91  19  18 
Finance income   42  11  19 
Loss from discontinued operations, net  55  51  42 

 
F. Benefits for key managers (including directors) employed in the Group  
 

The senior managers and some of the members of the board of directors in the Company are 
eligible, in addition to their salary, to non-monetary benefits, such as the use of a company car. In 
addition, the Company contributes to defined post-employment benefit plans.  
 
Benefits for key managers (including one director) employed in the Company:  
 

  Year ended December 31 

  2019  2018  2017 

    Amount    Amount    Amount 

  

No. of 
people   NIS millions  

No. of 
people   NIS millions  

No. of 
people   NIS millions 

             
Short-term benefits   6  21  5  17  5  12 
             

 

Benefits to the Company's directors who are not employed by the Company: 
 

  Year ended December 31 

  2019  2018  2017 

    Amount    Amount    Amount 

  

No. of 
people   NIS millions  

No. of 
people   NIS millions  

No. of 
people   NIS millions 

             
Benefits for non-employee 
directors *) 

 
6  1  7  2  6  2 

             
*)  Including directors' compensation for the daughter of the controlling shareholder in the amount of NIS 

230 thousand in 2019 (in 2018, NIS 314 thousand, in 2017, NIS 366 thousand).  

**) Benefits for directors who are not interested parties in the Company 

 
It is noted that the son-in-law of the controlling shareholder served as a director in a subsidiary until 
May 2019, and he received compensation amounting to NIS 16 thousand in 2019 (in 2018, NIS 44 
thousand). 
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NOTE 35 – INTERESTED AND RELATED PARTIES (CONTD.) 
 
G. Agreements with the controlling shareholder 
 

1)  Agreements with the controlling shareholder to repay expenses  
 

The Company's controlling shareholder has served as a director in the Company since 
September 18, 2014 and as a director in the subsidiary, Delek Energy. The controlling 
shareholder does not receive directors' fees for his position as director. The controlling 
shareholder provides, from time to time as requested by the Company's management, 
management advice and contributes of his time and numerous skills in promoting the interests 
and business if the Company and its subsidiaries in Israel and abroad.  
On January 6, 2016, the general meeting of the Company approved a mechanism for 
reimbursement of expenses to the controlling shareholder for a three-year period commencing 
January 1, 2015. On February 28, 2018, the general meeting of the Company approved an 
extension of the reimbursement mechanism for Yitzhak Tshuva for an additional three years, 
from January 1, 2018 to December 31, 2020. Under the mechanism, the Company will 
reimburse expenses incurred and expended relating to the aforesaid advice, and all against 
duly produced invoices. The expense reimbursement mechanism includes a closed list of the 
types of expenses to be reimbursed and does not have a limit to the amount of the expenses. 
The expenses will be reviewed according to nature, and accepted control and supervision 
mechanisms will be set up for reviewing the necessity of the reimbursed expenses.  
At the beginning of 2019, Yitzhak Tshuva was paid NIS 84 thousand for expenses in 2017-
2018. 
 

2)  Agreements with the controlling shareholder in the office building 
 

The Company's audit committee approved the agreement with a private company of the 
controlling shareholder, for rental of space in an office building acquired by the Company under 
market conditions according to the opinion prepared by an independent real estate appraiser to 
determine the appropriate rental fee for the leased area. 
The lease period is from September 19, 2019 until September 18, 2021 and includes an option 
to extend for two additional periods ending on September 18, 2031. 
In 2019, the lessee was charged an amount of NIS 491 thousand for rent in 2019. 
. 

3)  Employment of consultants 
 

The employment of an officer as a consultant in the Company and the subsidiaries, who is also 
employed by the controlling shareholder and private companies owned by the controlling 
shareholder; the employment of consultants in a company that provides services to private 
companies owned by the controlling shareholder in the Company. 
 

H. In the regular course of business, the Group companies conduct transactions at market prices and at 
regular credit terms with corporations that are related parties, at insignificant amounts. 
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Principal partnerships and investees 
 

Holding company Company 

Rate of holding 
and control of 
the investee as 
at December 31, 

2019 (1) 

Rate of holding 
of the Group in 
final retention 

as at December 
31, 2019 (1) 

By way of 
presentation 

  
% %  

Delek Group Ltd. Delek Petroleum Ltd. 100 100 Subsidiary 

 

Cohen Development Gas and Oil Ltd. 
(formerly Cohen Development and Industrial 
Buildings Ltd.) 51.76 51.76 Subsidiary 

 Delek Infrastructure Ltd. 100 100 Subsidiary 

 Delek Power Stations - Limited Partnership  100 100 Subsidiary 

 Delek Energy Systems Ltd. 100 100 Subsidiary 

 Delek Drilling Limited Partnership (2) 4.99 59.83 Subsidiary 

 Yam Tethys Joint Venture 4.441 33.5 
Proportionate 
consolidation 

 Delek Sea Maagan (2011) Ltd. 100 100 Subsidiary 

 Israel Delek Holdings Group Ltd. 100 100 Subsidiary 

 

Delek Financial Investments 2012 - Limited 
Partnership 100 100 Subsidiary 

 DKL Investments Limited 100 100 Subsidiary 
Delek Petroleum 
Ltd. Delek The Israel Fuel Corporation Ltd. 100 100 Subsidiary 

 Ltd. Delek Hungary Holding Ltd. 98.42 100 Subsidiary 
Delek The Israel 
Fuel Corporation 
Ltd. Delek Heating Ltd. 100 100 Subsidiary 

 Delek Transportation Ltd.  100 100 Subsidiary 

 Delek Menta Roads Ltd.   100 100 Subsidiary 

 United Petroleum Export Co. Ltd. 75 75 Subsidiary 

 Delek Pi Glilot – Limited Partnership 100 100 Subsidiary 

 Delek Retail Lots Ltd. 100 100 Subsidiary 

 Inbal Fuel and Properties Ltd. 100 100 Subsidiary 

 Delek Ivshekovsky Limited Partnership 100 100 Subsidiary 

 Delek Direct Marketing Partnership 100 100 Subsidiary 

 Delek-Kliot Partnership 100 100 Subsidiary 

 Delek Hungary Holding Ltd. 1.58 100 Subsidiary 

 Kamor Shipping Services Ltd. 15 15 Associate 

 Orhan Mei Megiddo Ltd. 50 50 Associate 

 

Delek Saadon Projects Initiation and 
Development Ltd. 50 50 Associate 

 Delek Ein Yahav Ltd. 50 50 Associate 

 Delek Ramat Hasharon Ltd. 50 50 Associate 
 Joe Gourmet Coffee Ltd. (3) 51 51 Associate 
 D.A.N. Partnership 50 50 Associate 

 

Hanegev Delek Partnership for Operation 
and Management 50 50 Associate 

 IPP Delek Ashkelon Ltd. 100 100 Subsidiary 
 IPP Delek Sorek Ltd. 100 100 Subsidiary 

(1)  Rate of direct and indirect ownership and control 

(2)  Held also by Delek Energy 

(3)  The Group does not consolidate the financial statements of Joe Gourmet Coffee Ltd. due to actual participating 
rights held by holders of non-controlling interests for making material decisions in this company. 
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Principal partnerships and investees (contd.) 
 

Holding company Company 

Rate of holding 
and control of 
the investee as 
at December 31, 

2019 (1) 

Rate of holding 
of the Group in 
final retention 

as at December 
31, 2019 (1) 

By way of 
presentation 

  
% %  

Delek Infrastructure 
Ltd. IDE Holdings Ltd.  20 20 Associate 
DKL Investments 
Limited DKL Energy Limited   100 100 Subsidiary 

 Delek GOM Holdings Inc.  100 100 Subsidiary 

 Delek Royalty US LLC 21 21 Associate 
Delek GOM 
Holdings Inc.  Delek GOM Holdings LLC 100 100 Subsidiary 
     

Delek GOM 
Holdings LLC GulfSlope Energy Inc. 24.1 24.1 Associate 
     

DKL Energy Limited   Delek North Sea Limited 100 100 Subsidiary 
     

Delek North Sea 
Limited Ithaca Energy Limited  100 100 Subsidiary 
     

Ithaca Energy 
Limited FPF1 Limited 100 100 Subsidiary 
 Ithaca Energy (Holdings) Limited 100 100 Subsidiary 
 Ithaca Energy (UK) Limited 100 100 Subsidiary 
 Ithaca Minerals (North Sea) Limited 100 100 Subsidiary 
 Ithaca Energy Holdings (UK) Limited 100 100 Subsidiary 
 Ithaca Petroleum Limited 100 100 Subsidiary 
 Ithaca Causeway Limited 100 100 Subsidiary 
 Ithaca Alpha (NI) Limited 100 100 Subsidiary 
 Ithaca Gamma Limited 100 100 Subsidiary 
 Ithaca Epsilon Limited 100 100 Subsidiary 
 Ithaca Petroleum Holdings AS 100 100 Subsidiary 

(1) Rate of direct and indirect ownership and control 
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Principal partnerships and investees (contd.) 
 

Holding company Company 

Rate of holding 
and control of 
the investee as 
at December 31, 

2019 (1) 

Rate of holding 
of the Group in 
final retention 

as at December 
31, 2019 (1) 

By way of 
presentation 

  
% %  

Delek Energy Delek Drilling Management (1993) Ltd. 100 100 Subsidiary 

 Delek Drilling Trusts Ltd 100 100 Subsidiary 

 Delek Drilling Limited Partnership (2) 54.11 59.83 Subsidiary 
 Avner Oil and Gas Ltd. (3) 50 75.9 Subsidiary 
 Avner Trusts Ltd. 50 75.9 Subsidiary 
     

Delek Drilling – 
Limited Partnership Yam Tethys Joint Venture (2) 48.5 33.5 

Proportionate 
consolidation 

 Michal Matan Joint Venture 22 13.2 
Proportionate 
consolidation 

 Ratio Yam joint venture  45.34 27.1 
Proportionate 
consolidation 

 Cyprus transaction 30 17.9 
Proportionate 
consolidation 

     

(1)  Direct and indirect ownership and control (without the participating holdings of The Phoenix) 

(2)  Also held directly by Delek Petroleum Ltd. 

(3)  Also held by Cohen Development  
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Breakdown of Financial Information from the consolidated statement of financial position attributable 
to the Company 

 

    As of December 31 

    2019  2018 

  Note  NIS million 

       

Current assets       

       
Cash and cash equivalents    685  628 

Short-term investments    112  63 

Assets in respect of swap transactions    261  - 

Trade receivables    1  1 

Financial derivatives    6  13 

Other receivables   4 B.  91  221 

       

    1,156  926 

Assets held for sale    -  2,335 

       

Total current assets    1,156  3,261 

       

Non-current assets       

       

Investments in investees and partnerships   4  4,810  6,817 

Loans and capital notes to investees  4 B  4,923  3,181 

Financial assets    185  30 

Assets in respect of swap transactions    261  - 

Long term loans and debit balances  3  407  261 

Financial derivatives    34  - 

Investments in oil and gas exploration and production  5  -  1 

Investment property  6  222  192 

Fixed assets, net  6  49  51 

       

Total non-current assets    10,891  10,533 

       

    12,047  13,794 
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Breakdown of Financial Information from the consolidated statement of financial position attributable 
to the Company 

 
    As of December 31 

    2019  2018 

  Note  NIS million 

       
Current liabilities       

       
Current maturities of debentures     894  1,123 

Current bank and other borrowings and loan maturities    253  380 

Current maturities of bank liabilities in respect of the swap transactions    259  - 

Loans from a subsidiary    135  - 

Financial derivatives    16  - 

Other payables    170  198 

       

    1,727  1,701 

Liabilities attributable to assets classified as held for sale    -  768 

       

Total current liabilities    1,727  2,469 

       

Non-current liabilities       

       

Long Term Bank Loans    502  206 

Loans from a subsidiary    123  - 

Long term bank liabilities in respect of the swap transactions    234  - 

Debentures  7  4,578  5,441 

Debentures convertible into Company shares  7  694  689 

Financial derivatives    19  - 

Other liabilities (primarily liability for decommission of long term assets)    37  24 

       

Non-current liabilities    6,187  6,360 

       

Equity attributable to equity holders of the Company  9     

       

Share capital     13  13 

Share premium    1,919  1,910 

Proceeds for conversion option    18  27 

Retained earnings    3,382  3,403 

Foreign currency translation differences for foreign operations     (653)  (20) 

Reserve from transactions with holders of non-controlling rights    (289)  (324) 

Other reserves    (3)  99 

Treasury shares    (254)  (143) 

       

Total capital     4,133  4,965 

       

    12,047  13,794 

 
 
 
May 2, 2020       

Date of approval of the financial 
statements 

 Gabriel Last  Idan Wallace  Barak Mashraki 
 Chairman of the Board  

of Directors 
 CEO  Deputy CEO and CFO 
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Financial information from the consolidated statements of income attributable to the Company 

 

 
 

 Year ended 
December 31 

   2019  2018 *)  2017 *) 

 Note  NIS million 

        

        

Revenue from overriding royalties and gas sales (net 
of royalties)  

 

27 
 

28 
 

17 

Rental fees   9  8  2 

Company's share in earnings of partnerships and 
investees, net  

 

37 
 

979 
 

1,149 

Management fees from investees   2  3  4 

        

Total revenue   75  1,018  1,172 

        

Production cost of gas sold   11  1  15 

General and Administrative Expenses   51  44  42 

Other income (expenses), net   157  (40)  32  

       

Operating profit   170  933  1,147  

       

Net financing income with respect to loans to investees 
and others  

 

22 
 

109 
 

46 

Financing income (expenses) (mainly for financial 
investments), net  

 

71 
 

115 
 

(6) 

Financing expenses (mainly with respect to 
debentures)  

 

(389) 
 

(432) 
 

(439)  

       

Income (loss) before taxes on income   (126)  725  748 

        

Tax benefits (income tax) 8  (1)  -  15 

        

Profit (loss) from continuing operations   (127)  725  763 

Profit (loss) from discontinued operations, net   361  (208)  453 

        

Net earnings attributed to Company shareholders   234  517  1,216 

 
 
*) Reclassified 
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Breakdown of Financial Information from the consolidated statements of comprehensive income 
attributable to the Company 

 

  
Year ended 

December 31 

  2019  2018  2017 

  NIS million 

       

Net earnings attributed to Company shareholders  234  517  1,216 

       

Other comprehensive income (loss)       

       

Amounts not reclassified to profit and loss:       

       

Loss from investment in equity instruments measured at fair value through 
other comprehensive income  (19)  -  - 

Other comprehensive loss attributable to partnerships and investees  (88)  -  - 

Reclassification due to shift from fixed assets to investment real estate  -  24  - 

       

Total   (107)  24  - 

       

Amounts classified or reclassified to profit and loss under specific 
conditions:       

       

Loss from available-for-sale financial assets, net  -  -  (64) 

Income with respect to financial assets at fair value through other 
comprehensive income  -  1  - 

Transfer to the statement of income for disposal of available-for-sale 
financial assets  -  -  (13) 

Transfer to the statement of income for impairment of available-for-sale 
financial assets  -  -  17 

Loss from cash flow hedges  (8)  -  (20) 

Transfer to profit and loss for cash flow hedges  9  -  - 

Attributed to cash flow hedging transactions results hedged asset  -  -  20 

Adjustments for translation of financial statements of foreign operations  (94)  (1)  (11) 

Transfer to statement of income for foreign currency translation differences 
for foreign operations  -  17  13 

Other comprehensive income (loss) attributable to investees and 
partnerships (after effect of  (558)  637  (655) 

       

Total  (651)  654   (713) 

       

Total other comprehensive income (loss) from continuing operations  (758)  678  (713) 

       

Total other comprehensive income (loss) from discontinued operations  23  (66)  79 

       

Total other comprehensive income (loss)  (735)  612  (634) 

       

Total comprehensive income (loss) attributed to Company shareholders  (501)  1,129  582 
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Financial information from the consolidated statements of cash flows attributable to the Company 

 

 

Year ended 

December 31 

 2019 2018 2017 

 NIS million 

Cash flows from the Company's operating activities    
Net earnings attributed to Company shareholders 234 517 1,216 

Adjustments to reconcile statement of cash flows from the Company's 
continuing operating activities (a) 798 (253) (56) 

    

Net cash from the Company's ongoing operations 1,032 264 1,160 

    

Cash flows from the Company's investment activities    

    

Investments in property, plant and equipment and investment property - (55) (28) 

Proceeds from disposal of financial assets 48 421 169 

Proceeds from sale of investments in investees 1,723 100 208 

Short term deposits, net (31) - 155 

Investments in other financial assets (27) (5) (70) 

Proceeds from disposal of investment property 65 - - 

Long-term deposits  (70) (219) - 

Collection of long-term deposits 105 - - 

Repayment of loans provided to others 210 30 367 

Proceeds from sale of oil and gas assets including overriding royalty 160 - - 

Provision of loans and capital investments of investees, net (2,096) (124) (2,262) 

    

Net cash from (used for) the Company's investment operations 87 148 (1,461) 

    

Cash flows from the Company's financing activities    

    

Dividend paid to shareholders of the Company (260) (490) (780) 

Short term borrowings from banks and others, net (127) (206) 574 

Issue of Debentures - 515 1,006 

Loans from a subsidiary 257 - - 

Receipt of bank loans 404 846 - 

Repayment of loans received from banks and others (208) (137) (12) 

Repayment of Debentures (1,129) (844) (700) 

    

Net cash from (used for) the Company's financing operations (1,063) (316) 88 

    

Exchange differences for cash and cash equivalents 1 2 (7) 

    

Increase (decrease) in cash and cash equivalents 57 98 (220) 

    

Cash and cash equivalents at the beginning of the year 628 530 750 

    

    

Cash and cash equivalents at the end of the year: 685 628 530 
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Financial information from the consolidated statements of cash flows attributable to the Company 

  

 

Year ended 
December 31 

  2019 2018 2017  
 NIS million 

(A) Adjustments to reconcile statement of cash flows from the 
Company's continuing operating activities:     
Adjustments for profit and loss items of the Company:    

 Depreciation, depletion and amortization 3 1 4 
 Deferred taxes, net - - (17) 
 Loss (profit) from disposal of investment in an investee (66) 12 -  

Increase in value of loans granted, net 30 (92) (1) 
 Increase in value of investments and loans provided, net (34) (81) -  

Company's share in the expenses of investees and partnerships *) 998 (188) (48)  
Impairment of liabilities, net 52 72 36  
Change in fair value of financial derivatives, net (20) (11) 5 

 Other revenues (with respect to disposal of gas and oil assets 
including overriding royalty) (103) - (92) 

 Revaluation of other long-term assets (11) 8 7 
 Earnings from disposal of investment in available-for-sale financial 

assets - - (13)  
Impairment of available-for-sale financial assets - - 17 

 Exchange differences for cash balance and cash equivalents, net (1) (2) 7 
 Gain from disposal of investment property (23) - - 
 Loss (gain) from impairment in investment property (31) (9) 26  

     
Changes in the Company's asset and liability items:    

 Decrease in trade receivables - - 1  
Decrease (increase) in other receivables 33 18 (6)  

Increase (decrease) in other payables  (29) 19 18  
     

 
798 (253) (56) 

 
     

Net of dividends received 1,343 583 1,554 

     

(B) Company's significant non-cash activities     
     

Acquisition of shares in an investee against issue of Company shares  - 320 - 
 

Dividend receivable from investees and partnerships 6 6 33 

 
Acquisition of Company shares by a subsidiary 111 - 51 

 
Investment in a financial asset as a result of distribution in kind 83 - - 

 Acquisition of investment property against repayment of 
promissory note issued by a subsidiary - 32 - 

 
Disposal of investment property against provision of a loan 39 - - 

 Investment in investment property - 3 - 

 Repayment of bank liabilities against disposal of shares in swap 
transactions 132 - - 

 
Disposal of subsidiary against provision of a loan 152 10 - 

     

(C) Additional information on cash flows     
     
Cash paid by the Company during the year for:     

Interest 350 377 398 
 

Cash received by the Company during the year for:     

Interest 17 11 26 

 
Taxes 56 24 - 

 

Dividends 1,344 584 1,560 
     

 



Delek Group Ltd. 
 

Additional information 

 

8 

NOTE 1 – GENERAL 

A. Method of preparation of the financial information from the Company's consolidated financial 
statements for 2019, attributed to the Company  

1. Definitions 

The Company - Delek Group Ltd. 
   
The Group - The Company and its subsidiaries and partnerships 

which are consolidated in the consolidated financial 
statements  

   
Consolidated companies, subsidiaries, 
investees, controlling shareholders, 
interested parties and related parties 

- As these terms are defined in the Company's 
consolidated financial statements for 2019 ("the 
Consolidated Financial Statements").  

 
2. Manner of preparing financial information 

The financial information from the consolidated financial statements attributed to the Company 
itself as the parent company ("the Financial Information"), was prepared in accordance with 
Regulation 9 C of the Securities Regulations (Periodic and Immediate Reports), 1970. 

The accounting policy applied for presenting this financial information are set out in Note 2 to 
the consolidated statements. 

3. Assets and liabilities included in the consolidated financial statements that are 
attributable to the Company: 

The amounts of assets and liabilities in the consolidated statements that are attributable to the 
Company itself as the parent company are presented with a description of the type of assets and 
liabilities. This information is classified in the same manner by which the consolidated statements of 
financial position are classified. Furthermore, these figures reflect the mutual balances between the 
Company and its subsidiaries which were canceled in the consolidated statements.  

In this matter these figures were presented according to the provisions of IAS 1 and adjusted, 
where relevant, as detailed in the statement of financial position. 

4. Income and expenses included in the consolidated financial statements that are 
attributable to the Company: 

The amounts of income and expenses in the consolidated financial statements, with a 
breakdown of profit or loss, attributable to the Company itself as the parent company, are 
presented with a description of the type of income and expenditure. This information is classified 
in the same manner by which the consolidated financial statements of income are classified. In 
addition, these figures reflect the results of operations for mutual transactions that were 
canceled in the consolidated statements.  

In this matter these figures were presented according to the provisions of IAS1 and adjusted, 
where relevant, as detailed in the statement of income. 

5. Cash flows included in the consolidated financial statements attributable to the 
Company:  

The amounts for cash flows in the consolidated financial statements attributable to the Company 
itself as the parent company are taken from the consolidated financial statements of cash flows with 
breakdown of cash flows from ongoing operations, cash flows from investment activities and cash 
flows from financing activities with a description of their composition. This information is classified in 
the same manner by which the consolidated financial statements of income are classified. 
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NOTE 1 – GENERAL (CONTD.) 

B. Covid-19 coronavirus crisis and decline of oil and gas prices 

In December 2019, the coronavirus (COVID-19) epidemic broke out in China. In the first quarter of 
2020, the virus spread to many countries around the world and in March 2020, it was declared a 
pandemic by the World Health Organization (“the COVID-19 Crisis”). The spread of the coronavirus 
has caused widespread morbidity and mortality in many countries. Due to the COVID-19 Crisis, many 
countries are imposing increasingly severe restrictions, including self-isolation, restrictions on traffic 
and transportation (including flights), and closure and reduction of business activity. The crisis and the 
associated restrictions have caused a significant slowdown in global economic activity and sharp 
declines and fluctuations in capital markets around the world. Following the decline in business activity, 
there has been a sharp fall in demand for oil products. Moreover, in March 2020, the Russia-Saudi 
Arabia oil price war was reflected in an increase in oil production compared to the decline in demand. 
These events resulted in plummeting oil and natural gas prices in some countries. In this context, it 
should be noted that shortly before the approval date of the financial statements, the price of Brent oil 
fell by 60% compared to its price as at December 31, 2019.   

In addition, as at the approval date of the financial statements, there is great uncertainty regarding 
when the epidemic will be contained and the continuation and/or deepening of the global economic 
crisis, and future oil and natural gas prices. Since the Company’s main activity is in the energy sector, 
if oil and natural gas prices remain at their current levels, this could have a material adverse effect on 
the Group's operating results, on the value of its assets (marketable and non-marketable) and its 
equity, cash flows from its operating activity, as well as on its ability to dispose of assets and on the 
expected consideration from the disposals, and on its ability to raise additional sources of financing 
and/or financing costs. 

It is further noted that continuation of the COVID-19 Crisis could cause delays in project development 
schedules (mainly of oil and gas reservoirs in the North Sea and in Israel), impairment to the operation 
and production capacity of reservoirs (due, among other things, to unavailability and/or isolation of 
human resources as a result of COVID-19 restrictions), a decline in local and global demand for the 
Group’s products, and  impairment of the economic robustness of the Group’s customers, partners 
and suppliers.  

In this context, it should be noted that in view of the economic crisis in global markets and the sharp 
decline in oil and gas prices in the first  trimester of 2020, there was a very significant decline in the 
trading value of the shares of the Company and its investees (including the participating units of Delek 
Drilling - Limited Partnership (“Delek Drilling”), which resulted in significant impairment of the Group's 
financial position and its liquid resources, mainly due to the fact that some of these shares serve as 
collateral for the credit facilities provided to the Group. See section C below for information about the 
Group's financial position.  
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NOTE 1 – GENERAL (CONTD.) 

C. Financial position of the Group  

1. General 

• As at December 31, 2019, the Company (separate) has a working capital deficit of NIS 571 
million, and the Group (consolidated) has a working capital deficit of NIS 3,053 million.  

In this connection, it should be noted that, in addition to the aforesaid regarding the liabilities 
of the Company (separate), the Company provided certain guarantees to financial 
institutions for loans and credit taken out by certain subsidiaries (“the Staff Companies"). It 
is noted that, based on the original repayment schedules, in 2020 the Company and its 
Staff Companies have repayments (principal and interest) in the amount of NIS 1.5 billion 
and in 2021 of NIS 2.5 billion. 

• As at December 31, 2019, the total liabilities (short- and long-term) to financing entities 
(mainly to debenture holders and financial institutions) of the Company and the Staff 
Companies amount to NIS 9 billion, against the financial assets (short- and long-term, 
mainly cash, deposits and marketable securities measured at fair value) of the Company 
and the Staff Companies at that date in the amount of NIS 1.3 billion. In addition, the 
Company has swap transactions relating to The Phoenix shares, for which the liability 
amounts to NIS 0.5 billion, and against the shares and deposits of The Phoenix, amounting 
to NIS 0.6 billion shortly before December 31, 2019 (mainly comprising of the value of The 
Phoenix shares amounting to NIS 0.5 billion and a deposit of NIS 0.1 billion).  

• Shortly before the approval date of the financial statements, the total liabilities (short- and 
long-term) to financing entities (mainly debentures and financial institutions) of the 
Company and the Staff Companies amount to NIS 8 billion, against the financial assets 
(mainly cash and marketable securities measured at fair value) of the Company and the 
Staff Companies at that date in the amount of NIS 0.2 billion. The Company also has swap 
transactions relating to The Phoenix shares, for which the liability amounts to NIS 0.264 
billion and against The Phoenix shares and deposits, amounting to NIS 0.402 billion shortly 
before the approval date of the financial statements (mainly comprising of the value of The 
Phoenix shares amounting to NIS 0.229 billion and a deposit of NIS 0.173 billion). 

• In addition, as at December 31, 2019, the total collateral-backed credit amounted to NIS 
1.4 billion, against which collateral was pledged (450,915,789 participating units of Delek 
Drilling held by the Company and Delek Energy and the entire holdings of the Company 
(52%) in the shares of Cohen Development Oil and Gas Ltd. (“Cohen Development”)) and 
shortly before the approval date of the financial statements (after repayments and/or 
increase in credit facilities) the credit amounts to NIS 0.9 billion, against which 446,409,126 
participating units of Delek Drilling (38%) in a total amount of NIS 100 million (in addition, 
10,908,313 units of Delek Drilling were pledged as additional collateral under the swap 
transactions of The Phoenix shares (see Note 10F to the Consolidated Financial 
Statements). 

• As set out in Notes 18 and 19 to the Consolidated Financial Statements, under the loan 
agreements and deeds of trust of the debentures and debentures convertible to the 
Company's shares,  grounds were established for which the lenders and/or the debenture 
holders have the right call for immediate repayment of the Company’s debts (including 
failure to comply with financial covenants and including certain rights for cross default). As 
at December 31, 2019, the Company is in compliance with the financial covenants and the 
conditions, such that the lenders and/or the debenture holders at that date have no grounds 
to call for immediate repayment. Also see section 2 below. 
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NOTE 1 – GENERAL (CONTD.) 

C. Financial position of the Group (contd.) 

2. Decline in oil and gas prices and the effects on the financial criteria 

• As set out in section B above, subsequent to the balance sheet date, the COVID-19 Crisis 
broke out (and it is still ongoing), which resulted in a significant slowdown in the local land 
global economy and an extreme substantial drop in oil and gas prices (having an adverse 
effect on the Group's main activity). 

• It should be noted that, as a result of the above, from the beginning of 2020 until the 
approval date of the financial statements, the following main events occurred: 

o There was a significant decrease in the TASE value of the shares of the Company and 
its investees (such as Delek Drilling). 

o There was an increase in returns from the Company's debentures (traded in double-
digit and three-digit returns), which could make it difficult in practice to refinance/raise 
additional debt and debentures. 

o It should be noted that regarding the issuance of the Company’s debentures, 
convertible debentures, and the loan from a financial institution as set out in Notes 18 
and 19 to the Consolidated Financial Statements, if for two consecutive quarters the 
share capital attributable to the Company's shareholders falls below certain thresholds 
(NIS 2.4 and 2.6 billion), or if the Company’s shareholders’ equity falls below 20% of 
the balance sheet in the Company’s separate financial statements, the debenture 
holders and the financial institution will have the option of calling for immediate 
repayment of the debt towards them (and other lenders in view of cross-default 
clauses).  

In this context it is noted that, as at the date of approval of the financial statements, the 
decrease in share capital attributable to the shareholders of the Company as a result of the 
actual disposal of assets and as a result of the impairment of the market value of tradable 
financial investments and the disposable value of held for sale assets amounts to NIS 1 
billion, and this with respect to the share capital attributable to shareholders of the 
Company at December 31, 2019. The amount does not take into account possible 
provisions for impairment of other assets (primarily oil and gas assets and goodwill), which 
may amount to very substantial sums, mainly due to the drop in oil and gas prices 
subsequent to balance sheet date. Consequently, there are real concerns that the 
Company will not comply with the foregoing thresholds unless significant positive changes 
will occur, such as a significant increase in gas and oil prices. 

• Following the spread of the coronavirus, which led to sharp volatility in the capital markets 
in Israel and the world plummeting gas and oil prices, there was an impairment in market 
value of the collateral (mainly Delek Drilling participating units) provided by the Company 
and its subsidiary Delek Energy Systems Ltd. (”Delek Energy”) in favor of the credit 
providers. Pursuant to the provisions of the financing agreements, the decline in the value 
of collateral to debt to the lenders ratio to below the ratios set out in the various loan 
agreements meant that at some point during the first trimester of 2020, the Company and 
Delek Energy were required to provide (pledge) additional collateral and/or make cash 
deposits (in accordance with the provisions of each agreement) in favor of the lenders in 
order to comply with the requirements of the agreements and/or to avoid the credit being 
called for immediate repayment. In this context, it is noted that: 
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NOTE 1 – GENERAL (CONTD.) 

C. Financial position of the Group (contd.) 

3. With regard to a certain loan provided to Delek Energy by a foreign bank in 2013, the balance 
of which in March 2020 amounted to USD 57 million, and with respect to which at that time, 
participating units constituting 15% of the share capital of Delek Drilling were encumbered in 
favor of the foreign bank, in March 2020 the bank claimed that, in view of the extraordinary 
decline in the price of the participating units of Delek Drilling, grounds were established (as it 
claimed) for calling the debt for immediate repayment. Consequently, on March 15, 2020, the 
foreign bank engaged in an agreement with a third party for the sale of 12% of Delek Drilling’s 
share capital.  Under the settlement agreement closed on March 26, 2020, between Delek 
Energy, the foreign bank and the third party, Delek Energy bought back 7% of the participating 
unit capital of Delek Drilling (out of 12%), for a consideration of USD 35.8 million. The remaining 
3% of Delek Drilling’s share capital were released and returned to Delek Energy.  

After the foregoing measures were completed, the Group holds 55% of the share capital of 
Delek Drilling. As a result of the foregoing (net disposal of 5% of the share capital of Delek 
Drilling) the share capital attributable to the Company’s shareholders is expected to decrease 
in the first quarter of 2020 by NIS 300 million. For further information see Note 10J to the 
Consolidated Financial Statements.   

4. Regarding the loan of NIS 100 million backed by Delek Drilling's participating units, provided by 
an Israeli bank (“the Bank”) to Delek Energy and guaranteed by the Company, on March 31, 
2020, the Bank informed Delek Energy and the Company that the participating units that had 
been pledged in its favor had fallen below the value set in the agreement and since additional 
participating units had not been pledged to it in accordance with the terms of the loan, it seeks 
to call for immediate repayment of the loan and to immediately exercise the collateral provided 
in its favor. 

In discussions between the Company and Delek Energy with the Bank, the Bank sent an update 
letter stating the terms and requirements for postponing the exercise of the collateral. To avoid 
a situation in which the Bank exercises the participating units that were pledged to it, Delek 
Energy pledged additional participating units in favor of the Bank (at a lower rate than that 
stipulated in the loan terms), even though Company and Delek Energy believe that under the 
special circumstances, due in part to the COVID-19 Crisis, the Bank does not have the right to 
demand an increment of collateral and/or immediate repayment of the loan. Following the 
increment, the participating units pledged in favor of the Bank represent 5.7% of the capital of 
Delek Drilling (compared with 4.4% of the capital of Delek Drilling prior to the increment). 

The bank gave Delek Energy until April 30, 2020 to fulfill the requirements set out in the exercise 
suspension letter and as of this date, if the requirements are met, the financing frame will again 
be available. As at April 30, 2020, the Company has not managed to reach agreement with the 
bank that will ensure that it will not exercise the encumbered participating units. Therefore, on 
April 30, 2020, Delek Energy filed a plea for a provisional injunction ordering the bank to refrain 
from exercising the participating units pledged in its favor, in any way, (inter alia, in view of the 
Company’s opinion that grounds were not established for calling for immediate repayment) and 
on the same date, such injunction was granted, ex parte. A hearing of the pleas has been 
scheduled for May 5, 2020.   
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NOTE 1 – GENERAL (CONTD.) 

C. Financial position of the Group (contd.) 

5. In respect of a loan of USD 200 million taken by a wholly-owned foreign subsidiary (DKL Energy) 
as set out in Note 10J to the Consolidated Financial Statements, and in view of the fact that the 
loan is not backed by marketable assets (other than 51% of the share capital of Delek North 
Sea Limited (“DNSL”) and the entire share capital of Ithaca, which are not a traded company), 
the loan agreement sets out margin call events that include a decrease of 20% in the index of 
benchmark companies (as defined in the loan agreement) or in the FTSE-100 Index,  where in 
such event, the borrower will be required to deposit cash in the amount of the decrease in value 
as defined in the agreement. Grounds for early repayment under the loan agreement include a 
50% decrease in the index of benchmark companies, a decrease of 50% in the FTSE-100 Index, 
and a decrease of 50% in Company’s shares, and a downgrade in Maalot’s rating of the 
Company to BBB (plus) or below, represents grounds for repayment of half of the loan amount. 
The loan was provided under limited recourse terms and the Company provided the lender a 
guarantee for the borrower’s obligation to unpaid accrued interest, the first margin call, and 
exceptional violation events. 

In the first trimester of 2020, DKL Energy repeatedly breached various financial covenants in 
connection with the loan, conferring on the bank the right to call for immediate repayment of 
part/or of its debt. On April 7, 2020, the Bank signed an amendment to an agreement according 
to which the cash deposit amounting to USD 43.3 million will be used for partial repayment of 
the loan (the balance of the loan amounts to USD 157 million as at the approval date of the 
financial statements).  

• On March 23, 2020, Midroog Ltd. (“Midroog”) downgraded the rating of the Company’s 
debentures from A2.il to Ca.il (down 14 ratings), due to Midroog’s assessment of a high 
probability of default. The Company disputed the rating report of Midroog and its result. On 
April 1, 2020, Maalot downgraded the Company’s debentures from ilA to ilBBB (a 
downgrade of four ratings), keeping it on CreditWatch with negative outlook, due to weak 
liquidity reflected in a material gap between short-term sources and uses. Following the 
downgrade, the annual interest rate of some of the debenture series increased by 1%. 

In addition, further to Note 19 to the Consolidated Financial Statements, a downgrade in 
the rating by Midroog to below BBB- of Maalot or an equivalent rating for more than 21 
business days represents grounds to call for immediate repayment of the debentures. In 
this context, it should be noted that on April 13, 2020, the Company announced the 
termination of its relations with Midroog and that Midroog will cease to serve as the 
Company’s rating company from that date. The Company's series of debentures will 
continue to be rated by Maalot. The Company believes, based on the opinion of its legal 
counsel, that the debenture holders do not have the right to call for immediate repayment 
of the debentures due to the rating downgrade. 

• The Company's financing agreements stipulate that if an event of change of control occurs 
in the Company (as this term is defined in the various agreements), the lenders (including 
the debenture holders) will have the right to call for immediate payment of the debt. In 
addition, the financing agreements of the investee companies stipulate that if the Company 
ceases to hold control in the investee companies and/or its holdings fall below a certain 
rate, the credit providers of the investee companies will have the right to call for immediate 
repayment of the debt.  

• Further to the above, regarding the impairment of the various collaterals as set out above, 
the rating downgrade, and the deterioration in the ratios of Company’s debt to asset value, 
shortly before the approval date of the financial statements, there are events that may be 
considered to be events of default for some of the liabilities of the Company and the Staff 
Companies towards the financial institutions. These institutions consider themselves as 
having a right to call for immediate repayment and they informed the Company that they 
reserve the right to call for immediate repayment of the liabilities of the Company and the 
Staff Companies towards them.  
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NOTE 1 – GENERAL (CONTD.) 

A. Financial position of the Group (contd.) 

6. Disposal of assets and investments 

• The unscheduled repayments of bank loans that the Company, Delek Energy, and the Staff 
Companies as set out in section C(3) above were required to make were mainly financed 
from the Company's available cash balances as at the beginning of 2020.  

• In view of the sharp decline in the cash balance and in order to meet current debt 
repayments, in March 2020, the Company disposed of the balance of its holdings (20%) in 
the shares of IDE Holdings Ltd. (“IDE”) for NIS 164 million (see Note 10I to the Consolidated 
Financial Statements) and an investment property in Haifa for NIS 30 million. In addition, 
in April 2020, the Company disposed on the balance of its holdings in the shares of Cohen 
Development for NIS 207 million (see Note 10N to the Consolidated Financial Statements). 

• In addition, the Company is assessing disposal of additional assets (including the sale of 
its holding in Delek Israel and the sale of Karish overriding royalties) and the receipt of 
loans against a specific lien of Leviathan overriding royalties.   

7. Discussions with representatives of the debentures and with banks 

• In March 2020, the general meeting of the Company's debenture holders approved the 
establishment of a joint representative on their behalf and joint legal and economic advisors 
for all debenture series, with the aim of assisting the debenture holders and trustees and 
to act as their representative in the assessment of the Company’s financial position, the 
alternatives, and the actions available to the debenture holders to protect their rights and 
in negotiations and proceedings with the Company and/or its controlling shareholder.  

In this context, it should be noted that shortly before the approval date of the financial 
statements, the trustees for the debentures informed the Company that they intend to 
convene general meetings of the debenture holders, and on the agenda will be the decision 
to call for immediate repayment of the debentures and to start legal proceedings, if the 
Company fails to accept their demands, among other things, to raise additional capital for 
the Company. 

• With the aim of reaching an agreement with the debenture holders and the banks, the 
Company proposed an outline plan to reinforce collateral and repay debts, which will avoid 
the need for legal proceedings, including calling for immediate repayment of the debt and/or 
exercising the collateral. Under the main points of the outline plan adopted by the Company 
and proposed by it to the banks and debenture  holders, the consideration for the sale of 
its holdings in Delek Israel (in whole or in part), which are planned in the near future, will 
be used to repay the debt of the Company and Delek Energy to the banks (pro-rata). In this 
way, the banks will release the Participating Units pledged in their favor. The plan further 
proposes that, in the interim, until the sale, the Company will directly and indirectly pledge 
the shares of  Delek Israel in favor of the financing banks of the companies, pro rata 
according to each loan agreement with the companies replacing the need to supplement 
collateral, also if the value of the collateral provided to the banks is impaired. The plan 
further proposes pledging the overriding royalties from the Leviathan reservoir to the 
debenture holders, without prejudicing the Company's right to receive loans against a lien 
on these royalties, provided that the loan money will be used for payments to the debenture 
holders, including early redemption (without early redemption fines). It was further 
proposed that after repayment of the debts to the banks and the release of the existing 
pledge of Delek Drilling's participating units in their favor, the participating units will be 
pledged in favor of the debenture holders in an amount equal to the amount repaid to the 
banks, and at this date, any pledge of the Leviathan royalties will be lifted. Once the 
foregoing plan was sent, the Company's Board of Directors resolved to raise capital in an 
amount of NIS 300 million. Prior to the approval of the financial statements, the Board of 
Directors further resolved with regard to raising capital, that the Company will raise capital 
in an amount of NIS 400 million in cash (i.e. an addition of NIS 100 million) during 2020.  
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NOTE 1 – GENERAL (CONTD.) 

C. Financial position of the Group (contd.) 

7. Discussions with representatives of the debentures and with banks (contd.) 

As at the approval date of the financial statements, the Company is continuing discussions with 
the trustees and representative of the debenture holders, as well as with banks that provided 
the Company and the Staff Companies with credit and loans, in order to reach agreements on 
the basis of this outline plan, and it believes that it will be able to reach agreements, however, 
as at the approval date of the financial statements, the consent of the banks and debenture 
holders has not yet been obtained.  

8. Conclusion  

As aforesaid, repayment of the liabilities of the Company and the Staff Companies their due 
date depends on and is subject to their ability to receive significant dividends from investees, 
their ability to dispose of assets and their ability to raise additional financing and/or refinance 
existing debt while pledging some of their assets and/or reliance on the value of their assets. In 
addition, repayment of the Company's liabilities on their due date is subject to the financial 
institutions and/or the debenture holders not calling for immediate repayment of the liabilities of 
the Company and the Staff Companies. A call for immediate repayment may also trigger cross-
default mechanisms in some of the loan agreements and/or trust deeds of debentures and the 
Company’s liabilities as set out in section 10E to the Consolidated Financial Statements under 
the Credit Support Document for the financial institutions.  

It should be noted that the Company's ability to receive significant dividends from investee 
companies refers mainly to the receipt of dividends from Delek Drilling and Ithaca (and if 
necessary, the agreement of the financial institutions to which the shares and units are pledged 
to transfer the dividends to the Company) and the ability of these companies to distribute 
dividends is subject, among other things, to their ability to refinance existing debts and/or their 
compliance with the financial covenants and/or their ability to generate significant available cash 
flows after financing activity, which depends on demands for natural gas and oil and on a 
material increase in the prices of natural gas and oil. See section D below. 

Completion of the Company's plans is not under its sole control and depends, as set out above, 
on the disposal of assets and the receipt of dividends from subsidiaries, and in particular, on 
binding agreements with the debenture holders and financial institutions, which as at this date, 
have not yet been reached. These factors, together with the other factors described above, raise 
substantial doubt about the Company's ability to continue as a going concern. The financial 
statements do not include adjustments for the values of assets and liabilities and their 
classification, which might be required if the Company is unable to continue as a going concern. 
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NOTE 1 – GENERAL (CONTD.) 

D. Financial positions of subsidiaries 

1. Delek Drilling  

• As at December 31, 2019, Delek Drilling has a working capital deficit of USD 457 million 
(NIS 1,580 million) arising mainly from current maturities of liabilities to banks and Tamar 
Bond debentures amounting to USD 620 million, repayable in December 2020. It should 
be noted that as at the approval date of the financial statements of the Partnership, the 
Partnership has a safety cushion to secure the repayment of Tamar Bond debentures 
amounting to USD 230 million.  

In addition, in the 12-month period from the approval date of the financial statements, Delek 
Drilling is required to repay liabilities of USD 2.6 billion (NIS 9 billion), including the 
repayment of the liabilities for the development of the Leviathan project. The Covid-19 
Crisis and its consequences, as described above, may impair the ability of Delek Drilling to 
raise funds for refinancing; cause events that will establish grounds for the lenders to call 
for immediate repayment of Delek Drilling’s loans, impair the ability of Delek Drilling to 
repay its liabilities, and more.  

• It should be noted that Delek Drilling's financing agreements stipulate events that confer 
on lenders the right to call for immediate repayment of the loans, including in the event that 
the Group's holdings (direct and indirect), in Delek Drilling, fall below 45%. For further 
information about the main financing agreements of Delek Drilling, see Note 12 to the 
Consolidated Financial Statements.  

In addition, the impairment in the Company’s financial position, as described above, could 
have a material adverse effect on Delek Drilling and its business.  

• The management of Delek Drilling presented to the board of directors of the general partner 
all the sources that may be used by Delek Drilling to comply with its obligations in the 
upcoming years, including the projected revenues from the Tamar and Leviathan projects; 
the expected cash flow from royalties and the loan repayment from the sale of the Tanin 
and Karish leases; the cash balance and deposits amounting to USD 370 million, which 
have accrued in the reserve of Delek Drilling; a plan for raising funds in significant amounts 
by issuing debentures and/or through a loan from financial institutions, as part of the 
refinancing of the Leviathan project, which is based on discussions with rating agencies 
and potential lenders; the plans of Delek Drilling to sell its direct and indirect holdings in the 
Tamar project in accordance with the provisions in the Gas Outline Plan; as well as the 
option available to Delek Drilling to raise capital by way of a rights offering in the amount 
of up to USD 300 million. 

The board of directors of the general partner of Delek Drilling, having reviewed the report 
of the projected sources and uses (“the Projection Report) presented by the management 
of Delek Drilling, under various scenarios, believe that, based on past experience, the 
proven ability of Delek Drilling to raise funds in recent years, and on the assets of Delek 
Drilling, the assumptions underlying the Projection Report are reasonable. The board of 
directors of the general partner of Delek Drilling also believes that Delek Drilling will be able 
to find possible financing sources to repay its liabilities and/or reach agreements with 
existing lenders regarding the extension of the repayment date of the loans, before the final 
repayment date.  

The auditors of Delek Drilling, in their opinion on the financial statements of Delek Drilling, 
drew attention to this section. 
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NOTE 1 – GENERAL (CONTD.) 

D. Financial positions of subsidiaries (contd.) 

2. Ithaca 

As at December 31, 2019, Ithaca has a working capital deficit of NIS 310 million. Further to the 
above, the Covid-19 Crisis and the decline in oil and gas prices could have a material effect on 
the results of Ithaca's operations and the value of its assets and its liquidity. The management 
of Ithaca is closely following the crisis and the market developments and is taking steps and 
formulating plans to minimize the implications.  

In this context, measures were taken to isolate and separate work teams to the minimum 
required level, reduce capital investment in 2020 by USD 130 million, and reduce operating and 
production costs by tens of millions of USD. It is further noted that Ithaca has hedge transactions 
on oil and gas prices for 2020-2022 in a material scope (see Note 10F to the Consolidated 
Financial Statements). The management of Ithaca believes that Ithaca will be able to continue 
its planned activities and repay its obligations on time. For further information about Ithaca, see 
Notes 10F, 12 and 14 to the Consolidated Financial Statements. 

3. Delek Israel  

As at December 31, 2019, Delek Israel has a working capital deficit of NIS 650 million, mainly 
due to long- and short-term liabilities assumed to finance long term investments, which are due 
for repayment in the coming year.  

The management of Delek Israel believes, based, among other things, on the cash flow from 
operating activities, available credit facilities, and non-pledged assets in a material amount, it is 
able to convert short-term loans into long-term loans or to continue to receive short-term loans 
and/or dispose of its assets to further finance its investments and repay its obligations.  

In this context, it should be noted that the Covid-19 Crisis, as set out in section 1B above, could 
have a material adverse effect on the results of Delek Israel's future operations, depending on 
the duration of the crisis and its implications. It should be noted that in the first trimester of 2020, 
there was a material decrease in the operations of Delek Israel. 
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NOTE 2 – FINANCIAL INSTRUMENTS: 

 Financial risk factors  

The Company's operations expose it to various financial risks, such as market risk (including currency 
risk, CPI risk, interest risk), credit and liquidity risk. The Company's comprehensive risk management 
plan focuses on measures to minimize possible negative effects on the financial performance of the 
Company. 

1. Liquidity risk  

The table below presents the repayment dates of the Company’s financial liabilities in 
accordance with the contractual terms, in undiscounted amounts (including interest payments): 

December 31, 2019 

 

Up to 
one year 

1-2 
years 

2-3 
years 

3-4 
years 

4-5 
years 

More 
than 5 
years 

On 
demand Total 

 
NIS million 

Debentures (including 
current maturities) 1,167 1,121 1,227 901 866 1,102 - 6,384 

Debentures 
convertible into 
Company shares 20 20 714 - - - - 754 

Loans from Banks and 
Others 262 438 14 14 14 51 - 793 

Loans from a 
subsidiary 137 125 - - - - - 262 

Liabilities in respect of 
The Phoenix swap 
transactions 267 261 - - - - - 528 

Guarantees  - - - - - - 2,144 2,144 

         

 1,853 1,965 1,955 915 880 1,153 2,144  10,865 

 

December 31, 2018 

 

Up to 
one year 

1-2 
years 

2-3 
years 

3-4 
years 

4-5 
years 

More 
than 5 
years 

On 
demand Total 

 
NIS million 

Debentures (including 
current maturities) 1,001 1,163 1,117 1,225 901 1,969 - 7,376 

Debentures 
convertible into 
Company shares 437 20 20 714 - - - 1,191 

Loans from Banks and 
Others 386 97 32 14 14 63 - 606 

Liabilities with respect 
to assets held for 
sale (The Phoenix 
swap transactions) 277 263 261 - - - - 801 

Guarantees  - - - - - - 1,777 1,777 

         

 2,101 1,543 1,430 1,953 915 2,032 1,777 11,751 
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NOTE 2 – FINANCIAL INSTRUMENTS: (CONTD.) 

Financial risk factors (contd.) 

2. Index and foreign currency risks 

Exposure to index and foreign currency assets and liabilities risks, including financial 
instruments 

 December 31, 2019 

 Unlinked 
Linked to 

CPI 
Linked to 

USD 
Linked to 

CAD Fair value 

Non- 
financial 

items Total 

 NIS million 

Current assets        

        

Cash and cash equivalents 681 - 4 - - - 685 

Short-term investments 87 - - - 286  373 

Trade receivables - - 1 - - - 1 

Financial derivatives - - - - 6 - 6 

Other receivables  15 8 46 - - 22 91 

        

Non-current assets        

        

Investments in investees and 
partnerships - - - - - 4,810 4,810 

Loans to investees 459 - 4,464 - - - 4,923 

Long-term investments - - - - 446 - 446 

Long term loans and debit 
balances 128 31 - 22 226 - 407 

Financial derivatives - - - - 34 - 34 

Investment property - - - - 222 - 222 

Fixed assets, net - - - - - 49 49 

        

Total assets 1,370 39 4,515 22 1,220 4,881 12,047 

        

Current liabilities        

        

Borrowings and current maturities 
from banks and others 500 12 - - - - 512 

Loans from a subsidiary 135 - - - - - 135 

Financial derivatives - - - - 16 - 16 

Other payables (particularly 
interest payable) 132 14 4 - - 20 170 

        

Long-term liabilities        

        

Long term loans from banks 
and others 483 114 139 - - - 736 

Loans from a subsidiary - - 123 - - - 123 

Debentures (including current 
maturities) 3,693 1,779 - - - - 5,472 

Debentures convertible into 
Company shares 694 - - - - - 694 

Financial derivatives - - - - 19 - 19 

Long-term liabilities - - 37 - - - 37 

        

Total liabilities 5,637 1,919 303 - 35 20 7,914 

        

Net exposure (4,267) (1,880) 4,212 22 1,185 4,861 4,133 
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NOTE 2 – FINANCIAL INSTRUMENTS (CONT’D.) 

Financial risk factors (contd.) 

2. Index and foreign currency risks (cont'd) 

Exposure to index and foreign currency assets and liabilities risks, including financial 
instruments 

 December 31, 2018 

 Unlinked 
Linked to 

CPI 
Linked to 

USD 
Linked to 

CAD Fair value 

Non- 
financial 

items Total 

 NIS million 

Current assets        
        
Cash and cash equivalents 623 - 5 - - - 628 

Short-term investments - - - - 63 - 63 

Trade receivables - - 1 - - - 1 

Other receivables  25 - 129 - 13 67 234 

Asset held for sale 220 - - - 80 2,035 2,335 

        

Non-current assets        

        

Long term loans and debit 
balances - 2 111 23 125 - 261 

Investments in investees and 
partnerships - - - - - 6,817 6,817 

Long-term investments - - - - 30 - 30 

Loans to investees 474 - 2,707 - - - 3,181 

Investments in oil and gas 
exploration and production - - - - - 1 1 

Investment property - - - - 192 - 192 

Fixed assets, net - - - - - 51 51 

        

Total assets 1,342 2 2,953 23 503 8,971 13,794 

        
Current liabilities        
        
Borrowings and current 
maturities from banks and 
others 368 12 - - - - 380 

Other payables (particularly 
interest payable) 141 28 - - 13 16 198 

Liabilities attributable to assets 
classified as held for sale 768 - - - - - 768 

        
Long-term liabilities        
        
Long term loans from banks 
and others 80 126 - - - - 206 

Debentures (including current 
maturities) 3,667 2,489 - - - - 6,156 

Debentures convertible into 
Company shares 1,097 - - - - - 1,097 

Long-term liabilities - - 24 - - - 24 

        

Total liabilities 6,121 2,655 24 - 13 16 8,829 

        

Net exposure (4,779) (2,653) 2,929 23 490 8,955 4,965 
        

 
3. For further information pertaining to debentures issued by the Company see Note 19 to the 

Consolidated Financial Statements. 
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NOTE 3 – LONG TERM LOANS AND DEBIT BALANCES 

1. For further information concerning a loan provided for the acquisition of Navitas Petroleum 
Limited, see Note 8 to the Consolidated Financial Statements. 

2. In September 2015 the Company engaged, through a wholly owned subsidiary Delek Finance 
US Inc. ("Delek Finance"), in an agreement with AmTrust Financial Services Inc. ("AmTrust"), 
for the sale of Delek Finance's entire holdings in Republic Companies Inc. ("Republic") (66% of 
the issued share capital of Republic) for consideration of USD 140 million. 

Concurrent with the Sale Agreement, AmTrust engaged in agreements with the other 
shareholders of Republic (the "Group of Investors") to acquire their shares in Republic, such 
that subsequent to completion of the transactions, AmTrust will hold 100% of the share capital 
of Republic. As part of the overall transaction, the call option granted by the Delek Finance to 
the Group of Investors, was canceled. 

In April 2016, the transaction was completed and in accordance with the agreement, 25% of the 
consideration in the amount of USD 35 million (NIS 132 million), was paid to Delek Finance in 
cash on the closing date. The remaining USD 105 million (NIS 393 million) will be provided as 
a seller's loan for four years, which will be repaid in four equal installments and will bear annual 
interest at a rate of 5.75%. As a result of closing of the transaction, in 2016 the Company 
recognized profit in the amount of NIS 16 million (also see Note 8 to the Consolidated Financial 
Statements). 
 
On July 15, 2019, the loan was repaid in full. 

3. On April 30, 2018, the Company engaged in an agreement with Fortissimo Capital Fund IV, L.P. 
(“Fortissimo”) for the sale of its entire holdings in an investee, Gadot Biochemical Industries Ltd. 
(“Gadot”) for consideration of NIS 40 million (USD 11 million), subject to adjustments set out in 
the agreement. The sale does not include the land on which the Gadot plant is located, which 
is transferred to the Company, as set out below, and will be leased to Gadot for 20 years.  

Shortly before entering into the agreement, the land on which the Gadot plant is located was 
sold to the Company against repayment of the capital notes issued by Gadot to the Company. 
The value of the land is assessed at NIS 32 million (USD 9 million). Subsequent to the balance 
sheet date, in March 2020, the land was sold to Gadot. For further information, see Note 10C to 
the Consolidated Financial Statements 

On May 22, 2018, (“the Closing Date”), the transaction was completed and the buyer paid the 
Company USD 8 million of the consideration in cash and the balance of the consideration will 
be paid in six equal quarterly payments bearing annual interest of 3%. 

On November 22, 2019, the loan was repaid in full. 

4. On January 2, 2019, an agreement was signed between the Company and Fattal Hotels Ltd. 
(“Fattal”) under which 28.3% of the Company’s title rights in a property (part of the office building 
that was converted into a hotel) to Fattal for a consideration of NIS 103 million and 1/3 of the 
rental paid by Fattal under the rental agreement of the hotel were refunded to Fattal. As part of 
the transaction, the Company entered into a loan agreement with Fattal, according to which the 
Company provided Fattal with a loan of NIS 39 million, linked to the CPI and bearing interest at 
a rate of 2.96%, to pay the consideration. As at February 3, 2019, all the preconditions set out 
in the sale agreement were met. As a result of the transaction, the Company recognized a profit 
of NIS 23 million, which was included under other income, net.  

As at December 31, 2019, the balance of the loan provided to Fattal amounted to NIS 36 million. 
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NOTE 3 – LONG TERM LOANS AND DEBIT BALANCES (CONTD.) 

5. On November 3, 2019, following fulfillment of the preconditions, the transaction under which the 
Company sold 32.5% of the share capital of The Phoenix to a company controlled by 
Centerbridge Partners LP and Gallatin Point Capital LLC (“the Buyer”) was closed, for a 
consideration that as at transaction closing amounted to NIS 1.57 billion, after adjustments for 
dividends distributed by The Phoenix up to the closing date. Of this amount, NIS 1.335 billion 
was received in cash by the Company at the closing date and the balance was provided to the 
Buyer as a loan. 

The agreement stipulated adjustments to the sales price, which may result in an increase in the 
total consideration to be received by the Company, beyond the amount of NIS 1.57 billion, in an 
amount of up to NIS 866 million, subject to certain adjustments, or to a reduction in the total 
consideration of up to NIS 196 million. These adjustments include reference to the previous 
profits of The Phoenix at the closing date, adjustments arising from an increase or impairment 
in the value of The Phoenix shares, and the rate of return of the Buyer in the investment period 
in The Phoenix.  

Part of the consideration paid by the Buyer was financed by a first degree loan of NIS 548 million 
received by the Buyer from financial institutions (“the First Degree Loan”). The loan is for a 
period of five years, with an option to extend for two more years under certain conditions. 

In addition, as part of the agreement to sell The Phoenix shares, the Company provided a 
subordinated loan of NIS 235 million to the Buyer (“the Subordinated Loan”). The loan is for a 
period of five years (with an option to extend for two more years under certain conditions). The 
loan will bear interest at a rate of 4% per year for the first five years, 7% for the sixth year, and 
8% for the seventh year, paid by the Buyer for the First Degree Loan and the Subordinated 
Loan. The interest and principal of the loan will be paid out of the dividend receipts by the Buyer, 
proceeds from the sale of The Phoenix shares, as well as adjustments to the transaction price 
that the Company undertook to pay to the Buyer under certain conditions, as set out above. To 
secure its liabilities with regard to the loan, the Buyer pledged, among other things, The Phoenix 
shares that it holds in favor of the Group as a second-ranking lien.  

The Subordinated Loan and option are measured in the financial statements at fair value 
through profit and loss. The value of the Subordinated Loan as at December 31, 2019 was 
estimated at NIS 200 million and the value of the option amounted to a liability of NIS 60 million. 
The fair value was estimated by the valuator using the Monte Carlo model, on the assumption 
of risk neutrality. In view of the above, the annual return on The Phoenix shares as well as the 
capital price were estimated at 0.46%. In addition, the annual standard deviation was estimated 
at 21.6% and the rate of the annual dividend to be distributed was estimated at 1.25% of the 
share value at the end of each quarter. 
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NOTE 4 – LOANS, BALANCES, SUBSTANTIAL AGREEMENTS AND TRANSACTIONS WITH 
INVESTEES 

A. Material guarantees as at December 31, 2019 

1. The Company provided guarantees in a total amount of NIS 185 million in favor of its subsidiary, 
IDE Technologies Ltd. (“IDE”), with regard to the construction and running of seawater 
desalination plants. In January 2019, the Group sold 30% Of the share capital of IDE and 
subsequent to the sale the Company received indemnification from the buyers for 60% of the 
amount of the foregoing guarantees. Subsequent to the balance sheet date, in March 2020, the 
Group sold the balance of its investment in IDE and received indemnification for the balance of 
the guarantee amount. 

2. The Company provided guarantees in a total amount of NIS 184 million to IPP Delek Soreq Ltd., 
with regard to power production projects. In view of closing of the sale of the power plant to 
Delek the Israel Petroleum Corp. Ltd. (“Delek Israel”) in December 2019, indemnification was 
received from Delek Israel for the foregoing guarantee amount.  

3. The Company provided guarantees, unlimited in amount, in favor of the Republic of Cyprus to 
secure full compliance with the commitments of Delek Drilling Partnership. For further 
information see Note 12F to the Consolidated Financial Statements. 

4. Guarantees for securing debts of wholly owned subsidiaries to financial institutions - in the fourth 
quarter of 2019, the Company provided guarantees in a total amount of NIS 1,275 million.  

Additional financial liabilities: 

As part of the First Degree Loan taken by the buyers of The Phoenix, the Company signed a credit 
support agreement with the financial institutions  

(“the Credit Support Document”) to back up this loan in the occurrence of specific events stipulated in 
the agreement, including backing for interest payments by the Buyer, and partial backing for amounts 
to be distributed by the Buyer to its shareholders as a dividend alongside repayment of the First Degree 
Loan. Furthermore, under certain events, the Company may be required to secure a deposit with 
respect to the First Degree Loan in an amount of up to NIS 275 million. For further information see 
Note 10E(4) to the Consolidated Financial Statements. 

B. Loans granted to investees  

The Company has loans and investments in capital notes of investees, the balance of which as at 
December 31, 2019, amounted to NIS 4,923 million. The Company provided loans in the amount of 
NIS 938 million, of which NIS 34 million were NIS loans, NIS 904 million were USD loans provided to 
Ithaca at fixed annual interest at the rate of 4.75%. In addition, the Company invested in capital notes 
issued by subsidiaries in the amount of NIS 3,985 million (of which NIS 3,560 million are USD 
denominated capital notes). The capital notes are unlinked and interest free.  
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NOTE 4 –  LOANS, BALANCES, SUBSTANTIAL AGREEMENTS AND TRANSACTIONS WITH 
INVESTEES (CONTD.) 

C. Agreements 

1. Under an agreement dated June 4, 2000 (as amended on July 31, 2007), the Company undertook 
to provide management and consultancy services for Delek - The Israel Fuel Corporation Ltd. 
("Delek Israel"), a wholly owned subsidiary, required for the ongoing management of Delek Israel. 
This agreement states that, in return for providing the services, Delek Israel will pay the Company 
USD 25,000 per month. The agreement was valid until July 31, 2012.  

As of August 1, 2012, the Company undertook to provide Delek Israel with the services of 
directors, as required for the ongoing management of Delek Israel. Under the terms of the 
agreement, Delek Israel will pay annual remuneration and participation remuneration for the 
participation of the director in each board meeting, an amount equivalent to the amount set in 
the Second Addendum and Third Addendum of the Companies Regulations (Regulations for 
Compensation and Expenses of an External Director), 2000. The agreement was valid until July 
31, 2015. In August 2015, an agreement was signed, extending the agreement that ended on 
July 31, 2015, for a further term of three years until July 31, 2018. In August 2018, another 
agreement was signed, extending the agreement that ended on July 31, 2018, for a further term 
of three years until July 31, 2021. 

The management fees and director's remuneration in 2019, 2018 and 2017 amounted to NIS 
252 thousand, NIS 260 thousand, and NIS 286 thousand, respectively. 

2. Under an agreement dated October 11, 2012, the Company undertook to provide the services of 
directors as of September 1, 2012, to Delek Energy Systems Ltd. ("Delek Energy"), a wholly owned 
subsidiary, required for the ongoing management of Delek Energy. Under the terms of the 
agreement, Delek Energy will pay annual remuneration and participation remuneration for the 
participation of the director in each board meeting, an amount equivalent to the amount set in the 
Second Addendum and Third Addendum of the Companies Regulations (Regulations for 
Compensation and Expenses of an External Director), 2000. The agreement was valid until August 
31, 2015. In October 2015, an agreement was signed, extending the agreement that ended on July 
31, 2015, for a further term of three years until August 31, 2018. In August 2018, another agreement 
was signed, extending the agreement that ended on August 31, 2018, for a further term of three 
years until August 31, 2021. Subsequent to completing a tender offer for Delek Energy shares, the 
terms and conditions were revised so that the agreement will be renewed every year. 

Directors’ remuneration for 2019, 2018 and 2017 amounted to NIS 440 thousand, NIS 350 
thousand and NIS 257 thousand, respectively. 

3. As of August 15, 2012, the Company undertook to provide management and consultation 
services to Cohen Gas & Oil Development Ltd (formerly: Cohen Development and Industrial 
Buildings Ltd.) (“Cohen Development”), that are required for the ongoing management of Cohen 
Development. This agreement states that, in return for providing the services, Cohen 
Development will pay the Company an amount of USD 350,000 per year that is paid quarterly. 
The agreement was valid until August 14, 2015. In August 2015, an agreement was signed, 
extending the agreement that ended in August 2015, for a further term of three years until July 
31, 2018. In August 2018, another agreement was signed, extending the agreement that ended 
in August 2018, for a further term of three years until July 31, 2021. 

The management fees for 2019, 2018 and 2017 amounted to NIS 1,246 thousand, NIS 1,267 
thousand, and NIS 1,243 thousand, respectively. Subsequent to balance sheet date, the 
investment in Cohen Development shares was realized, for details see Note 10N to the 
Consolidated Financial Statements. 

Subsequent to balance sheet date, in April 2020, the transaction for the sale of the Company's 
entire holdings in Cohen Development was closed. For further information see Note 10N to the 
Consolidated Financial Statements 
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NOTE 4 – LOANS, BALANCES, SUBSTANTIAL AGREEMENTS AND TRANSACTIONS WITH 
INVESTEES (CONTD.) 

C. Agreements (contd.) 

4. On May 22, 2018, the Company signed a lease agreement with Gadot for leasing the land on 
which Gadot is located, for a term of 20 years. Subsequent to the balance sheet date, the land 
was sold to Gadot for a consideration of NIS 33 million. For further information see Note 10M to 
the Consolidated Financial Statements. 

5. In January 2018, the Company signed a lease agreement with Fattal to lease the hotel space 
in the building owned by the Company, as of May 2018 and for a period of five years and in 
return for an annual amount of NIS 9 million with the addition of variable amounts. For further 
information with regard to the sale of part of the building, see Note 11 to the Consolidated 
Financial Statements. 

For further information concerning investees see Note 10 to the Consolidated Financial Statements 

D. Investments in investees 

For information concerning the disposal of the Company's holdings shares of investees, see Note 10 
to the Consolidated Financial Statements. 

E. Liens 

To secure secured credit facilities of the Company and its wholly owned subsidiary in the amount of 
NIS 1.1 billion, the Company and the subsidiary placed a charge on the shares of certain investees 
and partnerships. In addition, the Company mortgaged the office building in favor of a loan, the balance 
of which at December 31, 2019 amounts to NIS 126 million.  

F. Contingent liabilities 

There are contingent claims, including motions for certification of class action suits, against certain 
investees for significant sums that might reach billions of shekels. In some cases, it is not possible to 
assess their outcome at this stage, and therefore no provision was recorded in the financial statements. 
For further information concerning lawsuits filed against the Group companies, see Note 24A to the 
Consolidated Financial Statements. 

 

NOTE 5 – INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION 

For further information concerning the rights to receive royalties from the Tamar Reservoir, see Note 
12C5 to the Consolidated Financial Statements. 

 

NOTE 6 – INVESTMENT PROPERTY 

For information concerning the sale of part of the office and commercial building in Herzliya, see Notes 
11 and 13 to the Consolidated Financial Statements.  

 

NOTE 7 – DEBENTURES AND DEBENTURES CONVERTIBLE FOR SHARES OF THE COMPANY 

For further information with regard to the buy back of debentures and debentures convertible for 
shared of the Company see Note 19 to the Consolidated Financial Statements.  
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NOTE 8 – INCOME TAX 

A Tax Laws that apply to the Company 

The Income Tax Law (Inflationary Adjustments), 1985 

According to the law, until 2007, the results for tax purposes are adjusted for the changes in the CPI.  

In February 2008, the Knesset passed an amendment to the Income Tax (Inflationary Adjustments) 
Law, 1985, which limits the scope of the Adjustments Law from 2008 onwards. Since 2008, the 
business results are measured for tax purposes in nominal values, with the exception of certain 
adjustments for changes in the consumer price index in the period until December 31, 2007. 

B. Tax rates applicable to the Company 

The rate of corporate tax in Israel in 2019 and 2018 is 23%; and in 2017 was 24%. 

An association of individuals is taxed on real capital gain at the corporate tax rate in the year of the 
sale.  

C. Losses carried over for tax purposes and other interim differences 

The Company has carry-forward losses for tax purposes that amounted. as at December 31, 2019, to 
a total of NIS 3.1 billion (of which, NIS 3.1 billion are capital losses). No deferred tax assets were 
recognized for these losses, due to the uncertainty regarding future taxable income. The Company is 
conducting assessment discussions with the Tax Authorities for the 2015-2017 tax years. As the 
Company has not created deferred tax assets on the carry forward losses, the outcome of these 
discussions is not expected to have a material effect the financial information from the Consolidated 
Financial Statements attributed to the Company. 

D. Tax assessments 

The company has final tax assessments through to and including the 2014 tax year 

 

NOTE 9 – CAPITAL 

For further information concerning the distributions of dividends by the Company and changes in the 
Company's shares that are held by the Partnership, see Note 26 to the Consolidated Financial 
Statements. 
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Additional Data Concerning the Proforma Consolidated Financial Statements  
as of December 31, 2019 

 

1. The Company's Board of Directors hereby presents the Company's proforma consolidated financial 
statements for the year ended December 31, 2019 (“the Proforma Statements”), as well as additional 
data connected to the Proforma Statements. This report should be read in conjunction with the Board of 
Directors Report on the Company's consolidated financial statements for 2019. 

2. On November 8, 2019, Ithaca completed a strategic transaction to acquire 100% of the shares in 
Chevron North Sea Limited (“CNSL”) from Chevron Products UK Limited (“the Seller”). CNSL holds 
various right interests in ten production gas and oil assets located in the North Sea offshore of England, 
drilling and exploration licenses, pipelines and infrastructure, and skilled professional staff, all of which 
were included in the acquisition. CNSL serves as operator for four of the acquired assets, accounting for 
67% of the 2P reserves in the acquired assets. 

The consideration paid upon the transaction’s completion, net of amounts accrued by CNSL since 
January 1, 2019, totaled USD 1.477 billion (in addition to USD 200 million which were part of the 
consideration for the purchase, but were placed in a deposit for the Seller on the signature date in May 
2019). A further USD 50 million were paid against working capital. 

Financing for the consideration and for Ithaca’s additional capital requirements to complete the 
transaction, relied mainly on the following sources: 

1) Reserve-based lending ("RBL") facilities to the amount of USD 1,100 million for a period of 5 
years (of which USD 600 million were used by Ithaca to repay prior debt); 

2) An issuance of USD 500 million in debentures by Ithaca; 

3) A loan from a foreign bank to the amount of USD 200 million, received by a wholly-owned 
Group subsidiary near the transaction’s completion date; 

4) The remaining consideration for the purchase, including the advance paid upon signing the 
agreement, was provided from the Company's and Ithaca's own sources. It is emphasized that, 
in financing Ithaca’s acquisition of CNSL’s rights, the Company's previous USD 300 million 
guarantee to Ithaca was canceled. 

Furthermore, upon the transaction’s completion, Ithaca provided letters of credit as part of its 
aforementioned RBL financing facilities, to guarantee CNSL’s abandonment obligations in the acquired 
assets. 

3. After assuming control of CNSL, the Group is consolidating CNSL's financial statements starting from 
the date when it assumed control (November 8, 2019).  

4. The Proforma Statements were prepared to reflect the effect of the proforma event on the Company's 
consolidated results, assuming that CNSL's statements had been consolidated with the Company's 
financial statements in the reporting periods prior to the purchase, as detailed in Notes 2 and 3 to the 
Proforma Statements. 

5. The Proforma Statements were prepared based on the Company's consolidated financial statements, 
with retrospective consolidation of CNSL's financial statements for all relevant reporting periods, using 
the assumptions detailed in Note 3 to the Proforma Statements.  

6. According to the proforma statement of income, the Group’s proforma revenues in 2019 totaled NIS 
12.1 billion, as compared to actual revenues of NIS 8.8 billion in 2019, an increase of NIS 3.2 billion. 
Proforma revenues from the development and production of oil and gas assets in the North Sea totaled 
NIS 5.3 billion (USD 1.5 billion), as compared to actual revenues of NIS 2.1 billion (USD 0.5 billion) in 
2019. 



It is noted that, had CNSL’s acquisition been carried out at the start of 2019, Ithaca’s overall output in 
2019 would have totaled 27,590 mbbl (75 mbbl/day). 

7. The proforma net profit attributable to the Company’s shareholders totaled NIS 751 million in 2019, as 
compared to an actual figure of NIS 234 million. 

The contribution of the Oil and Gas Development and Production in the North Sea segment to the 
proforma net profit attributable to Company shareholders amounted to NIS 460 million. 

In light of the fact that proforma data, by nature, are based on various assessments and estimates 
and in light of changes that have occurred in CNSL's operations, the reported proforma data should 
not necessarily be construed as indicative of CNSL's contribution to the Group's representative 
and/or future results following the acquisition. 

 

 Sincerely  
   
   

Gabriel Last  Idan Wallace 
   

Chairman of the Board  CEO 
   
   
   
   
Signature date: May 2, 2020  

 



 
 
 
 
 
 

 

Delek Group Ltd. 

 

Pro Forma Consolidated Financial Statements as at December 31, 2019 

 

 

Audited 

 

 

Contents 

 

 
 

  Page 

   
   
Auditors' Opinion  2-3 
   
   
Pro Forma Consolidated Statements of Income  4 
   
   
Pro Forma Consolidated Statements of Comprehensive Income  5 
   
   
Notes to the Pro Forma Consolidated Financial Statements  6-10 
   

 
 



Delek Group Ltd. 

 

The accompanying notes are an integral part of the pro forma consolidated financial statements 

- 4- 

Pro Forma Consolidated Statements of Income  

 
 

  
Year ended 

December 31, 2019 

  Actual data  
Pro forma 

reconciliations  
Pro forma 

data 

  
NIS millions 

(Other net earnings per share) 

       

Revenue  8,797  3,267  12,064 

Cost of revenue  6,510  2,178   8,688 

Gross profit  2,287  1,089  3,376 

Selling, marketing and gas station operating expenses    487   -  487 

General and administrative expenses   193   (25)  168 

Group's share in losses of operating associates, net   (39)   -  (39) 

Other expenses, net   (825)   (28)  (853) 

Operating profit   743  1,086  1,829 

Finance income   572  97  669 

Finance expenses   (1,318)  (223)  (1,541) 

   (3)  960  957 

Group share in profits of associates, net    14   -   14 

Profit before taxes on income   11   960  971 

Taxes on income (tax benefit)   (391)  443  52 

Profit from continuing operations   402  517  919 

Profit from discontinued operations, net   384   -  384 

Net profit   786  517  1,303 

       

Attributable to:       

Shareholders of the Company   234   517  751 

Non-controlling interests   552   -  552 

   786  517  1,303 

Net earnings per share attributable to shareholders of the Company 
(NIS)       

       

Basic earnings from continuing operations   7.3  44.4   51.7 

Basic earnings from discontinued operations   12.8   -   12.8 

Basic earnings   20.1  44.4   64.5  

       

Diluted earnings from continuing operations   7.3  44.4   51.7 

Diluted earnings from discontinued operations   12.8   -   12.8 

Diluted earnings   20.1  44.4   64.5  

 

 
May 2, 2020 

 
 

    

Date of approval of the 
financial statements 

 Gabriel Last  Idan Wallace  Barak Mashraki 
 Chairman of the Board 

of Directors 
 CEO  Deputy CEO and CFO 
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Pro Forma Consolidated Statements of Comprehensive Income  

 
 

  Year ended December 31, 2019 

  Actual data  
Pro forma 

reconciliations  
Pro forma 

data 

  NIS millions 

       

Net profit  786  517  1,303 

Other comprehensive income (loss) (net of tax effect):       

       

Amounts not reclassified to profit or loss:       

       

Loss from investment in equity instruments measured at fair value 
through other comprehensive income 

 

(167)  -  (167) 

       

Amounts classified or reclassified to profit or loss under specific 
conditions: 

 

     

       

Profit for cash flow hedges  92  -  92 

Transfer to profit or loss for cash flow hedges  (105)  -  (105) 

Foreign currency translation differences for foreign operations  (969)  (110)  (1,079) 

Transfer to statement of income for foreign currency translation 
differences for foreign operations 

 

14  -  14 

Other comprehensive income (loss) attributable to associates, net  (4)  -  (4) 

Total  (972)  (110)  (1,082) 

Total other comprehensive loss from continuing operations  (1,139)  (110)  (1,249) 

Total other comprehensive income from discontinued operations, net  153  -  153 

Total other comprehensive loss  (986)  (110)  (1,096) 

       

Total comprehensive income (loss)   (200)  407  207 

       

Attributable to:       

Shareholders of the Company  (501)  407   (94)  

Non-controlling interests  301   -  301 

  (200)  407  207 

       

       

       

 



Delek Group Ltd. 

 
Notes to the Pro Forma Consolidated Financial Statements  

 

 

- 6- 

NOTE 1:  GENERAL 
 
A. As described in Note 10F3 to the consolidated financial statements as at December 31, 2019, on 

May 29, 2019, Ithaca entered into an agreement with Chevron Products UK Limited (“the Seller”) for 
the acquisition of 100% of the shares of Chevron North Sea Limited (“CNSL”) owned by the Seller. 
CNSL owns rights in ten producing oil and gas assets in the North Sea region of the UK, drilling and 
exploration licenses, and infrastructure, and has professional and skilled human resources, all of 
which are part of the acquisition transaction. The oil and gas assets underlying the acquisition 
agreement are ten producing oil and gas fields and an exploration license. In four of the acquired 
assets, representing 67% of the total reserves(2P) in the acquired assets, CNSL serves as the 
operator. According to the opinion of external experts for estimating reserves, as at December 31, 
2019, the total quantity of proved and probable (2P) reserves as a best estimate and the total 
quantity of contingent resources (2C) attributable to the acquired assets is 206 million BOE and 66 
million BOE, respectively. On the signing date of the agreement and as part of the purchase price, a 
deposit of USD 200 million was deposited in favor of the Seller.  

 
B. On November 8, 2019, after fulfillment of all the preconditions, the transaction was completed. As 

part of the transaction, the Seller transferred to Ithaca ownership of the entire share capital of CNSL. 
Ithaca paid the Seller the consideration, which amounted to USD 1.477 billion (in addition to a 
deposit of USD 200 million, as set out above), after deducting the funds accumulated at CNSL since 
January 1, 2019. In addition, an amount of USD 50 million was paid for working capital.  
 
As from the completion date, Ithaca assumed all the rights and liabilities of CNSL for the acquired 
assets, including the oil assets, and provided guarantees (letters of credit) funded by RBL, for 
CNSL's abandonment obligations for the acquired assets, instead of the collateral provided by CNSL 
or its related companies. 
Alongside completion of the transaction, companies in the Ithaca Group signed agreements with 
companies in the BP International Oil Group Limited (“BP”) for the distribution and marketing of gas 
and oil from the acquired assets for a period of five years. 
 

C. Financing for the consideration of the transaction and the additional capital required by 
Ithaca for completion of the transaction is mainly based on the following sources: 

 

− In July 2019, Ithaca entered into an agreement with a consortium of international banks for the 
provision of a reserve based lending facility of USD 1,650 million (“the RBL Facility”), which was 
provided to Ithaca to finance its acquisition of CNSL, subject to its completion. The RBL Facility 
was provided for a period of five years. Most of the RBL Facility bears annual interest of Libor + 
3% in the first four years and 3.25% in the fifth year. A facility of USD 550 million out of the total 
amount will serve as an unused facility, half of which was used by Ithaca to provide collateral for 
the abandonment obligations of CNSL in the acquired assets as set out above, and this amount 
will bear annual interest at a rate of 1.5% in the first four years and 1.625% in the fifth year. The 
other half can only be utilized if certain conditions are fulfilled, based mainly on the expected 
production rate and forecasted prices of oil and gas. 

 

− In July 2019, Ithaca completed an issue of debentures amounting to USD 500 million. Under the 
terms of the issue, the principal of the debentures will be repaid within five years and the annual 
interest rate set in the tender is 9.375% (paid every six months). The debentures were issued 
without any collateral, and Ithaca used the consideration from the issue to finance the CNSL 
transaction. 
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NOTE 1: GENERAL (CONTD.) 
 

C. (contd.) 

− In November 2019, DKL Energy Limited (a wholly-owned subsidiary of the Company, which 
holds Ithaca shares - “DKL Energy”) raised a loan from a foreign bank in the amount of USD 
200 million. USD 50 million of the loan principal will be repaid in November 2020, another USD 
50 million will be repaid in February 2021, and the balance will be repaid in May 2021 or when 
Ithaca is listed on the London Stock Exchange, whichever is the earlier. The loan will bear 
interest based on Libor plus 6.5% per year in the first 12 months of the loan life and will increase 
by 0.5% in each of the next three-month periods. 

 

− The consideration for the acquisition, including the deposit made when signing the agreement, 
was financed by the independent sources of the Company and Ithaca. 

 
D. In view of the gain of control in CNSL, the Group consolidates the financial statements of CNSL as 

from the date control was gained (November 8, 2019).  
 
E. The gain of control in CNSL constitutes a pro forma event as defined in the Israel Securities 

Regulations (Periodic and Immediate Reports), 1970. 
 
The pro forma consolidated financial statements were prepared to reflect the effect of the pro forma 
event on the results of the Company's operations (consolidated), under the assumption that the 
financial statements of CNSL were consolidated with the Company's financial statements as from 
January 1, 2019, in accordance with Notes 2 and 3 below. 
 

F.  For information about the implications of the Covid-19 crisis on the Group, see Note 1B to the 
consolidated financial statements as at December 31, 2019. 
 

G.  For information about the financial position of the Group, see Note 1C to the consolidated financial 
statements as at December 31, 2019. 
 

 
NOTE 2:  SIGNIFICANT ACCOUNTING POLICIES 

 
The accounting policy applied in the pro forma consolidated financial statements is consistent with 
that applied in the preparation of the Company’s consolidated financial statements as at December 
31, 2019 and for the year then ended (“the Consolidated Financial Statements”). The pro forma 
consolidated financial statements have been prepared in accordance with Section 9A of the Israel 
Securities Regulations (Periodic and Immediate Reports), 1970. In this context it should be noted 
that the comparative figures for 2017-2018 include the Company’s Directors Report, in accordance 
with agreements with the Israel Securities Authority. The pro forma consolidated financial statements 
should be reviewed together with the consolidated financial statements.  
 

 
NOTE 3:  ASSUMPTIONS USED IN THE PREPARATION OF THE CONSOLIDATED PRO 

FORMA FINANCIAL STATEMENTS 
 

1. The pro forma consolidated financial statements are based on the consolidated financial statements 
of the Company and on the financial statements of the acquired company (after carve-out 
adjustments for operations remaining with the Seller subsequent to the transaction) for the relevant 
reporting period, which were prepared in accordance with international financial reporting standards 
(IFRS).  

 
2. The pro forma consolidated statements of income and the pro forma consolidated statements of 

comprehensive income for the year ended December 31, 2019 were prepared on the assumption 
that the acquisition of the acquired company occurred on January 1, 2019. 

 
3. In the pro forma profit or loss information for the year ended December 31, 2019, the effect of the 

loss from costs related to the transaction in the amount of USD 17 million (NIS 61 million) was offset.  
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NOTE 3:  ASSUMPTIONS USED IN THE PREPARATION OF THE CONSOLIDATED PRO 
FORMA FINANCIAL STATEMENTS (CONTD.) 

 
4. The pro forma statements of income included theoretical finance expenses for the financing sources 

set out in section 1C above, to reflect in these reports the effects if such financing had been made on 
January 1, 2019. In this context, financing costs incurred by Ithaca in the amount of USD 25 million 
for the eliminated of an old debt were offset as part of the refinancing process. Regarding the 
Company's independent sources of financing (in the amount of NIS 550 million), the theoretical 
financing expenses that were included are at an annual rate of 4.5%. In addition, for the notional 
financing expenses for Ithaca's financing sources, a tax benefit was included in accordance with the 
tax rate applicable to Ithaca, and for the financing sources that are not from Ithaca, a tax benefit was 
not included.  

 
5. The pro forma statements of income for the reported period included the amortization of excess 

costs arising from the acquisition, based on a provisional measurement of the fair value of the assets 
and liabilities of CNSL, in accordance with the draft valuation prepared by an external appraiser, as 
set out in Note 10F3 to the consolidated financial statements. For the amortization, the effect of tax 
was recognized according to the tax rate that applied to CNSL. It should be noted that the cost of 
income item in the pro forma consolidated statements includes depletion expenses for the assets of 
CNSL that were acquired in the amount of NIS 1,023 million.  

 
6. Since the pro forma information is inherently based on various assessments and estimates, and due 

to the changes that occurred and are likely to occur in the operations of CNSL, and in particular, due 
to the changes in oil and gas prices and changes that are expected in production volumes from the 
acquired reservoirs, the reported pro forma information is not necessarily an indication of the 
contribution of CNSL to the representative and/or future results of the Group subsequent to 
acquisition of the operations. 

 
 
NOTE 4: OPERATING SEGMENTS  
 

A. General 
 
In accordance with IFRS 8, the Group’s operating segments are determined on the basis of 
management reports, which are mainly based on the investments in each subsidiary.  
 
Oil and gas exploration and production in Israel and its surroundings: The main operation is in the 
Tamar joint venture, the Ratio Yam joint venture, the Yam Tethys joint venture, and other oil rights, 
mainly offshore the coast of Israel. 
 

− Development and production of gas and oil assets in the North Sea: The activity is carried out 
by Ithaca, which owns rights in oil and gas assets in the North Sea region. The activity includes 
mainly production and marketing of oil and gas from the producing reservoirs and the 
development of additional reservoirs.  

 

− Fuel in Israel: The main operation is marketing and sale of fuels and commodities at gas 
stations and other outlets, and storage and production of fuels in facilities. 

 

− Other:  The investments in infrastructure include mainly desalination and require the 
construction and operation of power plants (for information about the sale of IDE, which 
coordinates the operations in the water sector, see Note 10I to the consolidated financial 
statements). This section includes oil and gas exploration and production operations in the Gulf 
of Mexico. In addition, up to the date of the sale of the investment in Gadot, this section also 
includes its operations (in biochemistry). 

 

− It should be noted that in view of the sale of the investment in Delek Automotive and in The 
Phoenix, and presentation of their operating results under income (loss) from discontinued 
operations, net (see Note 10E and Note 10G to the consolidated financial statements), Delek 
Automotive and The Phoenix are not presented as a reportable segment.  
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NOTE 4: OPERATING SEGMENTS (CONTD.) 
 

B. Pro forma segment reporting 
 
1) Revenue 

 

  
Year ended 

December 31 

  2019 

  NIS millions 

Revenue from external sources   

Oil and gas exploration and production in Israel and its surroundings  1,332 

 Development and production of oil and gas assets in the North Sea  5,329 

Fuel in Israel    4,912 

Other segments   551 

Inter-segment *)   (63) 

Adjustments   3 

  12,064 

Total in statement of income   

*)  Inter-segment sales are mainly for the sale of gas to other segments. 

 
2)  Segment results 

 

  
Year ended 

December 31 

  2019 

  NIS millions 

   

Oil and gas exploration and production in Israel and its surroundings  649 

 Development and production of oil and gas assets in the North Sea  982 

Fuel in Israel    164 

Other segments  89 

Inter-segment *)   - 

Adjustments  (55) 

  1,829 

Total in statement of income   

*)  Mainly administrative and general expenses attributable to the Staff Companies 
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NOTE 4: OPERATING SEGMENTS (CONTD.) 
 

B. Pro forma segment reporting (contd.) 
 
3)  Contribution to net profit from continuing operations attributable to the shareholders of 

the Company 
 

  
Year ended 

December 31 

  2019 

  NIS millions 

   

Oil and gas exploration and production in Israel and its surroundings  476 

 Development and production of oil and gas assets in the North Sea  460 

Fuel in Israel   91 

Other segments   17 

Inter-segment *)   - 

Adjustments   (442) 

  602 

Total in statement of income   

*)  Mainly administrative and general expenses and financing expenses attributable to the Staff 
Companies 

 
 

NOTE 5: THE COVID-19 CRISIS AND THE GROUP’S FINANCIAL POSITION 
 

See Notes 1B and 1C to the consolidated financial statements for information about the Covid-19 
crisis and the extreme decline in global oil and gas prices subsequent to December 31, 2019 (“the 
Balance Sheet Date”) including: The significant impairment subsequent to this date in the Group's 
assets and capital attributable to the Company's shareholders; failure to comply with financial 
covenants subsequent to the balance sheet date regarding financial liabilities and calls for immediate 
repayment of some liabilities and the Company’s petition to the court in this respect; the real concern 
that the Company will be unable to meet the capital thresholds set out in the deeds of trust of the 
debentures, unless there are significant positive changes, such as a significant increase in oil and 
gas prices; the downgrade in the rating for the Company’s debentures subsequent to the balance 
sheet date, and the Company’s position on this matter; and the Company’s working capital and the 
cash requirements of the Company and its Staff Companies. 
As set out in Note 1C to the consolidated financial statements, the Company's plans to repay its 
liabilities and the liabilities of its subsidiaries on time are subject to the sale of assets and 
investments, receipt of dividends from subsidiaries, and agreements with the debenture holders and 
financial institutions, according to which, among other things, their liabilities will not be called for 
immediate repayment (standstill), and at the same time, the Company will provide them with 
additional collateral and revise the terms of the agreements with them.  
 
The management of the Company is negotiating with the debentures holders and the financial 
institutions, and it believes that it will be able to reach such agreements, however, as at the approval 
date of the pro forma financial statements, the agreements have not yet been reached.   
Completion of the Company's plans is not under its sole control and depends on the disposal of 
assets and the receipt of dividends from subsidiaries, and in particular, on binding agreements with 
the debenture holders and financial institutions, which These factors, together with the other factors 
describe in the Note above, raise substantial doubt about the Company's ability to continue as a 
going concern. The pro forma financial statements do not include the effect of possible adjustments 
for the values of the Company’s assets and liabilities and their classification, which might be required 
if the Company is unable to continue as a going concern. 

 

  



Delek Group Ltd. 

 
Notes to the Pro Forma Consolidated Financial Statements  

 

 

- 11- 

NOTE 6: CONTINGENT LIABILITIES  
 

Motions for class actions, in significant amounts, have been filed against the Company and certain 
investees, in significant amounts. In some cases, it is not possible to assess their outcome at this 
stage, therefore no provision was recorded in the financial statements as set out in Note 24A to the 
Company's consolidated financial statements. 
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Chapter D: Additional Information About the Corporation   

Name of Company: Delek Group Ltd.  

Company number in the Register of Companies 52-004432-2 

Date of Statement of Financial Position: December 31, 2019 
(Regulation 9)  

Date of periodic report: May 2, 2020 

 
Regulation 8B:  Valuation 
 
(A) Valuation of Royalties Component related to sale of Tanin and Karish 

A material evaluation was conducted in the reporting year on the matter of the royalties that the Group 
Companies are entitled to receive from the Karish and Tanin leases. 

Company eligible for royalties Value of royalties  Value of royalties 

 USD million NIS million 

Delek Drilling – Limited Partnership 162 560 

Delek Energy Systems Ltd. 75 258 

Cohen Development Oil and Gas Ltd. 32 111 

The Company 25 86 

Total 294 1,015 

 

Details concerning the foregoing valuation: 

Topic of the valuation: The royalties that the Group Companies are entitled to receive with 
respect to the sale of their rights in the Karish and Tanin leases 

Date of valuation: December 31, 2019 

The value of the evaluated item 
shortly prior to the valuation 
date, if GAAP, including 
depreciation and amortization, 
did not require its re-evaluation 
based on the valuation 

 

N/A 

Value of the evaluated item 
based on the evaluation: 

The value of the royalties amounted to USD 294 million (NIS 1,015 
million), based on the foregoing information, and is included under 
the Group’s long term loan debit balances. 

The gain for the Company's shareholders (after tax) in the year 
ended December 31, 2019 resulting from the revised value as 
aforesaid amount to NIS 149 million.  

Identity and qualifications of the 
Valuator: 

The valuation was conducted by GSE Financial Advisory Ltd. is a 
subsidiary of Giza Singer Even Ltd., a leading financing and 
investment banking advisory firm in Israel. The firm has gained vast 
experience in serving large-scale companies, high profile 
privatizations and significant transactions in Israel, over 30 years of 
operation. The work team was headed by CPA Eitan Cohen, a 
partner and director of the economics department at Giza Singer 
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Even, with over 10 years of experience in economic and business 
consulting. There is no mutual dependency between the Valuator 
and the Group. The agreement with the Valuator includes an 
undertaking of indemnification. 

Valuation model used by the 
Valuator: 

Discounted expected future cash flow method. 

Key assumptions according to 
which the valuation was 
conducted, based on the 
valuation model: 

The key underlying assumptions for the valuation include 
assumptions that relate to reservoir development time schedules, 
annual production rate and volumes, natural gas price forecast, 
condensate price forecast, effective royalty rates, oil profits levy, 
and discounting rate (pre-tax) of 11%.  

 

(B) Purchase Price Allocation (PPA) of CNSL shares - Draft Valuation 

In the reporting year Ithaca conducted an interim PPA assessment regarding the allocation of the purchase 
price of CNSL shares. This assessment was based on the draft valuation, which is a very significant 
valuation. As it is a draft valuation, it is not included in the Company’s reports. 

Breakdown of the main points specified in this financial paper: 

Topic of the valuation: PPA for the acquisition of CNSL shares  

Date of valuation: November 08, 2019 

The value of the evaluated item 
shortly prior to the valuation 
date, if GAAP, including 
depreciation and amortization, 
did not require its re-evaluation 
based on the valuation 

N/A 

Value of the evaluated item 
based on the evaluation: 

As set out in Note 10I(3) to the Financial Statements  

Identity and qualifications of 
the Valuator: 

The PPA was carried out by Duff & Phelps, a global advisory firm that 
employs over 3,500 employees in 28 countries worldwide. The firm was 
founded in 1932, and provides advisory services to a large number of 
clients, including more than 50% of the companies on the S&P 500 list. 
The firm provides diverse advisory services, including, among others, 
valuation, tax services, and merger and acquisition consultation. The 
firm's valuation team consists of over 1,200 professional and financial 
advisors with expertise in PPA, assessment of impairment of goodwill 
and intangible asset, and valuation.  

Under the agreement with the Valuator, other than in the event of 
misconduct or fraud by the Valuator, its liability is limited to its fee. The 
Company has also undertaken to indemnify the Valuator for any 
damages it may incur as a result of a third party claim, with the 
exclusion of any case where a competent court rules that the claim is 
directly due to gross negligence, willful misconduct, or fraud by the 
Valuator.  

Valuation model used by the 
Valuator: 

Discounted cash flows 



D-3  

Key assumptions according to 
which the valuation was 
conducted, based on the 
valuation model: 

The key underlying assumptions of the valuation include forecasts of 
revenues and expenses, taking into account, among other things, 
production rate and volumes, projected oil and gas prices, inflation rate 
and clearing costs. In determining the value, the valuator used the 
discounted cash flow method, taking into account a discount rate after 
tax of 9% and future Brent oil prices of USD 61 per barrel in 2020, USD 
63 per barrel in 2021, reaching up to USD 73 per barrel in 2024. 

 

(C) Impairment of goodwill attributable to "Oil and gas development and production in the North 
Sea" cash-generating unit and impairment of oil and gas assets belonging to the Great Stella 
Area (GSA) cash-generating unit  

Impairment of goodwill attributable to "Oil and gas development and production in the North Sea" cash-
generating unit and impairment of oil and gas assets belonging to the Great Stella Area (GSA) cash-
generating unit. The financial paper includes the two foregoing valuations is attached to the Group’s financial 
statements. 

Breakdown of the main points specified in this valuation: 

Topic of the valuation: Assessment of the recoverable amount of a cash generating unit to 
which the goodwill was attributed as aforesaid, ad assessment of 
the recoverable amount of the GSA cash generating unit. 

Date of valuation: December 31, 2019 

The value of the evaluated item 
shortly prior to the valuation date, 
if GAAP, including depreciation 
and amortization, did not require 
its re-evaluation based on the 
valuation 

N/A 

Value of the evaluated item based 
on the evaluation: 

The recoverable amount of the North Sea oil and gas development 
and production assets cash-generating unit to which the estimated 
goodwill was attributed was valued at USD 1,919 million. 

The recoverable amount of the GSA cash generating unit was 
valued at USD 629 million. Based on the foregoing valuation, in 
2019 the Company recorded a provision for impairment of assets 
that amounted to a loss attributable to the Company's shareholders 
(net of tax) in the amount of USD 114 million. 

Identity and qualifications of the 
Valuator: 

The PPA was carried out by Duff & Phelps, a global advisory firm 
that employs over 3,500 employees in 28 countries worldwide. The 
firm was founded in 1932, and provides advisory services to a large 
number of clients, including more than 50% of the companies on the 
S&P 500 list. The firm provides diverse advisory services, including, 
among others, valuation, tax services, and merger and acquisition 
consultation. The firm's valuation team consists of over 1,200 
professional and financial advisors with expertise in PPA, 
assessment of impairment of goodwill and intangible asset, and 
valuation.  

Under the agreement with the Valuator, other than in the event of 
misconduct or fraud by the Valuator, its liability is limited to its fee. 
The Company has also undertaken to indemnify the Valuator for any 
damages it may incur as a result of a third party claim, with the 
exclusion of any case where a competent court rules that the claim 
is directly due to gross negligence, willful misconduct, or fraud by 
the Valuator.  
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Valuation model used by the 
Valuator: 

Discounted cash flows 

Key assumptions according to 
which the valuation was 
conducted, based on the 
valuation model: 

The key underlying assumptions of the valuation include forecasts of 
revenues and expenses, taking into account, among other things, 
production rate and volumes, projected oil and gas prices, inflation 
rate and clearing costs. In determining the value, the valuator used 
the discounted cash flow method, taking into account a discount 
rate after tax of 9% and future Brent oil prices of USD 61 per barrel 
in 2020, USD 63 per barrel in 2021, reaching up to USD 73 per 
barrel in 2024. 

 

Regulation 9D: The Company's report on the state of liabilities, by repayment dates. 

Parallel to publication of this periodic report, the Company is publishing an immediate 
report regarding the state of the liabilities of the Company and its investees consolidated 
in its financial statements, by repayment dates, constituting an integral part of the periodic 
report. 

Regulation 10A: The Company’s condensed statements of comprehensive income for each quarter  

See section 3 of Part I of Chapter B (Board of Directors Report on the Status of the 
Company’s Affairs), which is attached to this Report. 

Regulation 10C: Use of proceeds from securities  

The Company did not issue debentures in 2019. The gross proceeds of the Company’s 
re-issues in February 2018, in a total amount of NIS 520 million, were used and will be 
used by the Company to repay an outstanding debt and to finance its current activities, 
and all according to the Company's needs and as may be decided by the Company's 
Board of Directors from time to time. 
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Regulation 11: The Company's investments in each of its subsidiaries and material affiliates as at the date of the statements of income:  

Active companies held directly by the Company  

Company name: 
Security no. 
on the TASE 

Type of 
security Par value 

No. of par 
value/participa
ting unit held 
by the Group 

Capital 
held (%) 

% in 
voting 
rights 

Total investment 
at date of 

statements of 
income  

(NIS millions) 

NIS price of 
securities on the 
TASE at date of 
statements of 

financial position 

Balance of outstanding 
loans, debentures and 

capital notes (including 
interest receivable) in 

statements of financial 
position (NIS millions) 

Delek Petroleum Ltd. - Ordinary 
shares 

NIS 0.01 1,100 100 100 921 - 29 

Cohen Development Oil and Gas Ltd. (1) 810010 Ordinary 
shares 

NIS 1 3,406,165 51.76 51.76 305 76.89 - 

Delek Sea Maagan (2011) Ltd. - Ordinary 
shares  

NIS 0.1 10,000 100 100 (1) - 133 

Delek Energy Systems Ltd. 565010 Ordinary 
shares 

NIS 1 5,143,529 100 100 3,248 - - 

Delek Drilling – Limited Partnership (2) 475020 Participating 
units  

- 58,618,771 4.99 4.99 420 8.76 - 

Delek Financial Investments (2012) Limited 
Partnership (3) 

- - - 1,000 100 100 (7) - - 

Delek Infrastructure Ltd. (4) - Ordinary 
shares 

NIS 1 100 100 100 104 - - 

Delek Power Stations Limited Partnership  - - - - 100 100 (257) - 292 

DKL Investments Limited  (5) - Ordinary 
shares 

EUR 1 10,000 100 100 77 - 3,224 

 

(1)  On April 19, 2020, the sale of the Company’s entire holdings in Cohen Development Oil and Gas Ltd. Was closed. For further in formation see section 1.10.4 above, in the 
Description of the Company's Businesses chapter.  

(2)  Also held through Delek Energy Close to the date of publication of the Report, the Company holds 59,477,005 participating units constituting 5.06% of Delek Drilling - 
Limited Partnership. 

(3) As at December 31, 2019, the Partnership held 450,760 shares of the Company.  Close to the date of publication of the Report, it holds 586,422 shares of the Company. 

(4) As at December 31, 2019, the Company held 20% of the share capital of IDE. On March 26, 2020, the Company closed a transaction for the sale of all its holdings (20%) 
of IDE shares.  

 For further information see section 1.2.1 above, in the Description of the Company's Businesses chapter.  

(5) As at December 31, 2019, it indirectly holds 100% of the shares of Ithaca Energy Limited. The capital notes include an amount of NIS 1,251 million provided to a 100% 
held subsidiary, DKL Investments Ltd. 
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Material companies held by the Company's subsidiaries (Delek Petroleum, Delek Infrastructures, Delek Energy, DKL) 

Company name: 

Security 
no. on the 

TASE Type of security Par value 

No. of par 
value/participa
ting units held 
by the Group 

Capital held 
(%) 

% in voting 
rights 

Total investment 
at date of 

statements of 
income (NIS 

millions) 

NIS price of 
securities on the 
TASE at date of 
statements of 

financial position 

Loan balances 
(including interest 

receivable) in 
statements of 

financial position (NIS 
millions) 

(NIS millions) 

IDE Holdings Ltd. (1) - Ordinary shares NIS 1 260,455 20 20 134 - - 

Delek Drilling – Limited 
Partnership (2) 

475020 Participating units - 634,582,870 54.11 54.11 3,784 8.76 - 

Delek -The Israel Fuel 
Corporation Ltd. (3) 

- Ordinary shares NIS 1 11,348,640 100 100 1,186 - 5 

Ithaca Energy Limited  Ordinary shares USD 0.1 64,097,908,167 100 100 4,447 - 903 

Delek GOM Holdings LLC (4) - Ordinary shares USD 1 10,000 100 100 (261) - 337 

 

(1) As at December 31, 2019, the Company held, through a wholly owned subsidiary, Delek Infrastructure Ltd., 20% of the share capital of IDE. On March 26, 2020, the 
Company closed a transaction for the sale of all its holdings (20%) of IDE shares. For further information see section 1.2.1 above, in the Description of the Company's 
Businesses chapter.  

(2) The holding as at December 31, 2019 is through a wholly owned company, Delek Energy Systems Ltd. Close to the date of publication of the Report, the Delek Energy 
Systems holds 576,521,467 Participating Units, constituting 49.12% of Delek Drilling - Limited Partnership.  

(3) The holding is through a wholly owned company, Delek Petroleum Ltd. The remainder of the loans presented were provided directly by the Company to the power stations, 
IPP Delek Ashkelon Ltd. and IP Delek Soreq Ltd. (below: the "Power Stations").    

 Following the closing of the transaction for the sale of the power plants to Delek the Israel Fuel Corporation Ltd., the loans were consolidated in the financial statements of 
Delek the Israel Fuel Corporation Ltd., as of December 2019. For further information, see also section 1.9.2(E) above, Description of the Company's Businesses chapter. 

(4) Held by DKL Investments Limited.  
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Regulation 12: Material changes in investments in subsidiaries, investees and affiliates in the reporting period:  

Date of 
change 

Nature of the 
change Company name: 

Share no. on 
the TASE Class of share Total par value Par value 

Consideration  
(NIS millions) 

Feb 28, 2019 Sale IDE Holdings Ltd. - Ordinary shares 380,682 NIS 0.01 NIS 348 million. 

Nov 3, 2019 Sale  The Phoenix Holdings Ltd. 767012 Ordinary shares 83,255,973 NIS 1 NIS 1.57 billion 

Sep 18, 2019 Acquisition (*) Mehadrin Ltd. 686014 Ordinary shares  616,611.4 NIS 1 NIS 20 million.  

Nov 8, 2019 Acquisition Chevron North Sea Limited - Ordinary shares  221,000,000 GBP 1 USD 1.73 billion 

Mar 25, 2020 Acquisition (**) Delek Drilling – Limited Partnership 475020 Ordinary shares  83,768,194 NIS 1 USD 36 million 

Mar 26, 2020 Sale IDE Holdings Ltd. - Ordinary shares 260,455 NIS 0.01 NIS 164 million. 

Apr 19, 2020 Sale Cohen Development Oil and Gas Ltd. 810010 Ordinary shares 3,406,165 NIS 1 NIS 207 million 

 

(*)  482,187.4 par value shares of Mehadrin Ltd. held by the Company were allotted to the Company as a dividend in kind by The Phoenix Holdings Ltd., in which the Group 
was the controlling shareholder until November 3, 2019. In addition to the foregoing dividend in kind, the Company purchased 134,424 par value shares of Mehadrin Ltd.  

(**)  142,341,547 Participating Units of Delek Drilling that were pledged in favor of Citi Bank NA London Branch were sold by it on March 14, 2020. 83,768,194 of these 
Participating Units were bought back by the Company on March 25, 2020. For further information see sections 1.6.6(D) and 1.16.2(C) above, in the Description of the 
Company's Businesses chapter.  
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Regulation 13: Comprehensive and net income of subsidiaries, investees and affiliates and the Company's revenues therefrom as of the date of the 
financial statements for the year ended December 31, 2019 (NIS millions).  

Company name: 

Net earnings (loss) for 
year 

Annual comprehensive profit 
(loss) Income received by the Company from: 

Attributable to 
the 

Company's 
shareholders 

Equity 
attributed 
to holders 
of minority 

rights 

Attributable to 
the 

Company's 
shareholders 

Equity 
attributed to 
holders of 

minority rights 

Dividends Interest Management fees 

Through Dec 
31, 2019 

From Jan 1, 2020 
through date of 
publication of 

the report 
Through Dec 

31, 2019 

From Jan 1, 
2020 through 

date of 
publication of 

the report 

Through 
Dec 31, 

2019 

From Jan 1, 2020 
through date of 

publication of the 
report 

Delek Automotive Systems Ltd. 351 26 348 26 31 - - - - - 

Delek Energy Systems Ltd. 368 365 164 166 774 - - - 0.4 - 

Delek Drilling – Limited 
Partnership 

797 - 625 - 33 69 - - 1.3 - 

I.P.P. Delek Ashkelon Ltd. 66 - 66 - - - - - 0.2 - 

I.P.P. Delek Ashkelon Ltd.  (27) - (27) - - - - - -  

The Phoenix Holdings Ltd. (*) 252 23 579 23 75 - - - - - 

Delek- The Israel Fuel 
Corporation Ltd. 

88 - 88 - - - - - 0.3 - 

IDE Holdings Ltd. (**) 73 2 116 2 131 - - - 0.6 - 

Ithaca Energy Limited (53) - (44) - - - - - - - 

Delek GOM Holdings LLC (16) 2 (12) 5 - - - - - - 

Cohen Development Oil and Gas 
Ltd. (***) 

27 - 22 - 14 - - - 1.2 - 

 

(*) On November 3, 2020, the transaction for the sale of the Company's holdings in The Phoenix Holdings Ltd. was completed. The figures presented are for a period of nine 
months. 

(**) On March 26, 2020, the Company closed a transaction for the sale of all its holdings (20%) of IDE shares. For further information see section 1.2.1 above, in the 
Description of the Company's Businesses chapter. 

(***)  On April 19, 2020, the sale of the Company’s entire holdings in Cohen Development Oil and Gas Ltd. Was closed. For further information see section 1.10.4 above, in the 
Description of the Company's Businesses chapter.  
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Regulation 20: Trading the Company’s securities on the TASE, dates and reasons for interruption of trade 

Securities listed for trade:  

To the best of the Company's knowledge, in the Reporting Period there were no interruptions of trade of the Company's securit ies, other than the 
short interruptions for publication of the financial statements and announcements of the Company. 

Regulation 21: Payments made to senior officers (NIS thousands)  

21A(1): Below is a breakdown of the benefits given in 2019 to each of the five recipients of the highest benefits among the executive officers at the Company or 
companies under its control, and which were given to them in lieu of their position in the Company or companies under its control, as recognized in the 
financial statements (the figures hereunder represent the cost to the employer):  

Recipient Benefits in lieu of services  

Name Position 
Employmen

t basis 
Rate of holding in equity 

of the Company Wages 

Directors’  
remuneratio

n Bonus 

Share-
based 

payment Other* Total 

Yitzhak Oz (1) 
Co-CEO of Agam Leaders 
(Israel) Insurance Agency 
2003 

Full-time - 159 2,879 5,098 - 44 8,180 

Ran Givon (2) 
CEO of Cohen Givon 
Insurance Agency (1994) 
Ltd. 

Full-time - 1,299 608 2,777 - - 4,684 

Yossi Abu (3) 
CEO of Delek Drilling 
Partnership and CEO of 
Delek Energy Systems 

Full-time - 2,334  1,650 - 390 4,374 

Moni Feller (4) 
Co-CEO of The Phoenix 
Capital Ltd.  

Full-time - 158 - 4,038 - - 4,196 

Stu Schapiro (5) 
Co-CEO of The Phoenix 
Capital Ltd. 

Full-time - 158 - 4,038 - - 4,196 
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21[A](2): Below is a breakdown of the benefits paid in 2019 to each of the Company's three senior officers who are not among those appearing in the foregoing 
table, and the royalties awarded them with respect to their tenure at the Company, as recognized in the financial statements: 

Recipient Benefits in lieu of services 

Total Name Position 
Employment 

basis 
Rate of holding in 
Company's equity Wages 

Management 
fees Bonus 

Share-based 
payment Other* 

Barak Mashraki 
(6) 

Deputy CEO and CFO of the 
Company 

Full-time - 1,892 - 2,000 - 197 4,089 

Asi Bartfeld (7) 
Served as the Company’s CEO 
until December 31, 2019 

Full-time 0.02% 2,020 - 1,400 - 230 3,650 

Gabi Last (8) Chairman of the Board of Directors Full-time 0.04% 2,067 - 700 - 216 2,983 

 
21[A](3):  Breakdown of the remuneration paid in 2019 to each of the Company's interested parties, who are not represented in the foregoing table, with respect to 

their office in the Company and in its investees, in NIS thousands: 

Recipient Benefits in lieu of services 

Other 
Benefits Total Name Position 

Scope of 
position 

Holding 
Company 

equity Wages Bonus 
share-based 

payment  

Manage
ment 
fees 

Consu
ltancy 
fees 

Commi
ssion Other 

Directors 
remuneration 

Yitzchak Sharon 
Tshuva (9) 

Director and controlling 
shareholder of the Company 

- - - - - - - - 84 - - 84 

Avi Harel (10) Director  - - - - - - - - - 302 - 302 

Carmit Sharon 
Elroi (11) 

Director (also serves as 
director of Delek Israel) 

- - - - - - - - - 230 - 230 

Roni Milo (12) Independent director - - - - - - - - - 207 - 207 

Directors. 

External 
Directors (13) 

- - - - - - - - - - 562 - 562 
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Regulation 21 – contd.  

Notes on the figures represented in the tables: 

(1) Mr. Yitzhak Oz - serves as Joint CEO at Agam Leaders (Israel) Insurance Agency (2003) Ltd. (“Agam 
Israel”). Yitzhak Oz holds 40% of the share capital of Agam Leaders Holdings (2001) Ltd. (“Agam 
Holdings”), which is the controlling shareholder of Agam Israel. The management fees and bonus 
specified with regard to Mr. Yitzhak Oz is the management fees paid to N.A.R Holdings Ltd. ("Oz 
Ltd."), a private company wholly owned by Yitzhak Oz. The management fees include a fixed fee of 
NIS 208,000 per month, linked to the CPI, with the base CPI being that for March 2015. In addition, 
the management fees includes the value of a company car. As of October 1, 2019, the monthly 
management fee was revised to the amount of NIS 240,000 linked to the Consumer Price Index at 
November 2019. The bonus to which Yitzhak Oz is entitled is an annual bonus deriving from the 
combined profits of Agam Holdings and Agam Israel, as follows: Profits of Agam Holdings and Agam 
Israel for the relative year, before tax deduction, impairment of goodwill, deduction of management 
fees and bonuses to shareholders, and less the costs of his salary as the other Co-CEO of Agam 
Israel (the “Profit for Bonus”). The annual bonus will be at 5.025% of the profit for bonus, whereby 
should the profit for bonus in any given year be higher than NIS 47 million Oz Ltd. will be entitled, in 
addition, to a bonus at the rate of 8.375% of the profit exceeding NIS 47 million. It should be noted that 
Agam Israel reached agreement with Yitzhak Oz with regard to the change in the terms of the bonus 
and management fees paid to him from 2019 onwards, so that the previous bonus formula is canceled 
and instead Oz will be entitled to a bonus of 12.7% of the Profit for Bonus in excess of NIS 50 million, 
provided that the cumulative annual amount of the monthly management fee and the bonus does not 
exceed NIS 8.13 million plus VAT (excluding the foregoing rental fees and salary component), and this 
amount is linked to the CPI at September 2019. If the total annual management fee and bonus jointly 
payable to Oz is less than the annual ceiling, Oz will be entitled to receive a one-time bonus of the 
difference between the total current monthly management fees it received for the entire year 2019 and 
the total current monthly management fee that would have been paid for the entire year 2019, had it 
been calculated according to the amount of the revised management fee for October, i.e. - NIS 240 
thousand. 

(2) Ran Givon - serves as CEO of Cohen Givon Insurance Agency (1994) Ltd. (“The Agency") and 
holds 48% of the share capital of the Agency. According to the employment agreement and its 
adjustments between the Agency and Ran Givon (the "Agreement"), Ran Givon will serve as CEO of 
the Agency and the total annual cost of his employment to the Company will be NIS 964 thousand that 
is linked to the CPI, and the base index is the CPI for November 2006. Ran Givon is also eligible for 
annual car maintenance in an amount of NIS 228 thousand linked to the CPI. Ran Givon is eligible for 
a bonus of 40% of the annual profit, before tax and before management fees, less the amount of NIS 
1.9 million, linked to the CPI, where the base index is the index of January 2003. As of November 
2019, all the management services (included the services of the CEO) were provided by Ran Givon 
Holdings Ltd., the owner of the Agency. 

(3) Mr. Yossi Abu - since April 1, 2011, Yossi Abu serves as CEO of Delek Drilling Management (1993) 
Ltd. (“Delek Management” or the “General Partner”). On May 17, 2018, the general meeting of holders 
of participation units approved continuation of Yossi Abu’s term in office in his current position as CEO 
of the General Partner, in a capacity of 80% (instead of 100%), and he will serve concurrently as CEO 
of Delek Energy in a capacity of 20%, commencing on July 3, 2018 (date on which all required 
approvals of the Partnership and Delek Energy are received). It was further decided that Yossi Abu will 
inform the Audit Committee and the Board of Directors on any matter that raises any concern of 
conflict of interests between his position as CEO of the General Partner and his position as CEO of 
Delek Energy, and will act in accordance with their instructions in such matter. The parties agreed that 
the General Partner would continue to bear the full payroll costs for Yossi Abu (100% of the position), 
and the General Partner and Delek Energy will settle accounts with regard to the costs borne for Delek 
Energy's share (20%) of the total payroll cost for Yossi Abu, including all remuneration components to 
which he is entitled in accordance with the Employment Agreement. Furthermore, for his service as a 
director in companies held by the Partnership or Delek Energy, Yossi Abu will be entitled to customary 
compensation. Upon termination of Yossi Abu’s term as CEO, in capacity of 20%, of Delek Energy he 
will again serve as full-time (100%) CEO of the General Partner. On March 14, 2020, Yossi Abu’s term 
as CEO of Delek Energy terminated and consequently, he again serves as full-time (100%) CEO of 
the General Partner. 

The previous terms of Yossi Abu's office and employment were provided in an employment agreement 
of June 2016, which were approved on April 14, 2016 by the compensations committee and the board 
of directors of the General Partner and on June 5, 2016 by the general meeting of holders of  
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participation units, in accordance with the Partnership's previous compensation policy (the “2016 
Agreement”). On July 10, 2019, the general meeting of the holders of participating units approved a 
revision of the terms of Yossi Abu’s office and employment, as of May 1, 2019 through April 30, 2024 
(the “2019 Terms”). Thus the terms and conditions of Yossi Abu’s term in office and employment are 
as follows:  Yossi Abu’s monthly salary is NIS 160 thousand gross (100%) (the salary is revised every 
three months in accordance with the CPI). Yossi Abu is eligible for the customary ancillary benefits for 
managers on the market, including provisions for pension fund and/or officers insurance; provisions for 
a study fund; disability insurance; company car (the value in use of the care is included and paid by 
the employer); communications costs (mobile phone, internet, newspapers, etc.); participation in 
advanced supplementary professional training; annual leave; convalescence pay; sick leave; health 
insurance; reimbursement of per diem expenses from the General Partner incurred as part of and for 
the purpose of fulfilling his role in the General Partner, including for overseas travel expenses, all in 
accordance with the compensation policies of the Partnership. Yossi Abu is also covered under the 
insurance arrangements and is entitled to officers’ indemnification and exemption. Yossi Abu is eligible 
for an annual bonus for each calendar year throughout the term of the employment agreement and a 
one-time special bonus in accordance with the compensation policies of the Partnership. In the event 
of the termination of his employment, Yossi Abu will be eligible for an adjustment grant and retirement 
bonus, in accordance with the current compensation policy. In addition, under the 2016 Agreement, 
the General Partner awarded Yossi Abu 2,959,860 phantom units (the underlying asset of which are 
participation units conferring participation rights in the limited partner's interests in the Partnership, 
subject to the adjustments set out in the 2016 agreement) (the "Original Phantom Units"). The Original 
Phantom Units will vest in five tranches, whereby the first four tranches have already vested and the 
fifth tranche will vest on September 1, 2020 (below in this section: the “Total Package”). Each Total 
Package tranche will be exercisable from its vesting date through to the end of 90 days following the 
termination of Yossi Abu's employment under the 2016 Agreement (i.e. on June 30, 2021). The 
exercise price of the Original Phantom Units issued by the General Partner (below in this section: 
“Delek Options”) is NIS 11.33 for the first tranche; the exercise price of the Original Phantom Units 
issued by the general partner of Avner Partnership (below in this section: “Avner Options”) is NIS 
10.55 for the first tranche (based on the adjustment mechanism fixed in the Employment Agreement), 
and all with increments of 5% per tranche from the first tranche. According to the valuation that the 
General Partner received, the financial value of the Original Phantom Units at December 31, 2019 
amounted to NIS 3,992.2 thousand. In addition, the General Partner awarded Yossi Abu, under the 
2019 Terms, 2,742,231 phantom units (the underlying asset of which are participation units conferring 
participating rights in the Limited Partner's interests in Partnership (below in this section: (the "Revised 
Phantom Units"). The Revised Phantom Units will vest in three tranches where the first will vest on 
June 1, 2020, the second tranche will vest on June 1, 2021 and the third tranche will vest on June 1, 
2022 (below: the “Total Package”). Each tranche in the Total Package will be exercisable from the 
vesting date for that tranche and up to the end of one year from the vesting date of the third tranche 
(i.e. until June 1, 2023). The exercise price of the Revised Phantom Units is NIS 10.79 for the first 
tranche; NIS 11.33 for the second tranche; and NIS 11.89 for the third tranche. According to the 
valuation that the General Partner received, the financial value of the Revised Phantom Units at 
December 31, 2019 amounted to NIS 3,442.1 thousand. 

In 2019, Yossi Abu received an annual bonus in the amount of NIS 1,463 thousand for 2018.  Yossi 
Abu’s annual bonus was based on the following components:  (a) a business goal based component 
(20%) - for signing of an agreement for the establishment and/or transportation and/or acquisition of 
infrastructure, directly or indirectly, that will allow the transport of natural gas to Egypt. Yossi Abu 
complied with the criterion set out in this section with the closing of the EMG deal, and therefore with 
regard to this criterion, he is eligible for an annual bonus in the amount of NIS 390 thousand; (b) a 
quantity test based component, as follows (60%): (1) Change in annual adjusted profit (25%): the 
bonus for the change in adjusted net profit  is paid linearly for change of 90%-120%, whereby a 
precondition for compliance with this criterion is that the adjusted net profit for the year for which the 
bonus is granted will not fall below USD 50 million. In 2018, the change in the adjusted net profit fell 
below the set range, and therefore Yossi Abu was not eligible to an annual bonus for this criterion; (2) 
capital raising or debt raising by the Partnership (directly or indirectly), whereby its share in such 
capital raising will not be less than USD 200 million or the Partnership engaging, together with its 
partners (if any), in binding agreements for the sale of natural gas in a volume exceeding 25 BCM, or 
in export agreements, and all during the year for which the bonus will be paid (20%). In 2018, Yossi 
Abu complied with the criterion set out in sub-section (2) above with the closing of the Dolphinus 
transaction, and therefore was eligible for an annual bonus for this criterion in the amount of NIS 390 
thousand; (3) actual investments by the Partnership in an oil asset of no less than USD 50 million (not 
including investments in exploratory drillings) or a FID by the Partnership, together with its partners (if 
any), in an oil asset in an amount exceeding USD 300 million (not including a FID for exploratory 
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drillings) (15%). Yossi Abu complied with the criterion set out in sub-section (3) above with the 
investment of more than USD 1 billion in the Leviathan Project, and therefore he was eligible for an 
annual bonus for this criterion in an amount of NIS 293 thousand; (c) a discretionary board of directors 
assessment component (20%): in the amount of NIS 390 thousand  

In addition, Yossi Abu was awarded the balance of the Special Bonus in the amount of NIS 187 
thousand, therefore the total of the bonuses (annual bonus and Special Bonus) amounted to NIS 
1,650 thousand. It should be noted that Delek Energy bears 10% of the foregoing total bonuses 
(constituting 20% of the period during which Yossi Abu served as CEO of Delek Energy in 2018). 

(4), (5) Mr. Moni Gil Feller and Mr. Stu Schapiro - Moni Feller and Stu Schapiro (the “Co-CEOs”) served  
as co-CEO of The Phoenix Capital Ltd. (“Capital”) that engages in establishing and managing 
investment funds, since March 2018. The Co-CEOs together hold, indirectly (through Safra Consulting 
and Investments Ltd.) (“Safra”) 35% of the equity of Capital, and the remaining 65% of Capital’s equity 
is held by The Phoenix Investments and Finance Ltd., and are entitled, through Safra, to a share of 
the company’s profits, at a rate between 35% - 40%, dependent on Capital’s performance. In the 
Reporting Year, Capital did not distribute profits. Furthermore, each Co-CEO is entitled to a monthly 
salary from Capital of NIS 4,000. In addition to the foregoing, the Co-CEOs, through Saifa 
Management Services (2013) Ltd. (“Saifa”), are partners of The Phoenix Insurance in the operations of 
the FNX Private unit, which engages in providing investment solutions and financial services to 
customers with personal managed policies and provident funds. The Co-CEOs, through Saifa, are 
entitled to 50% of the profits of the foregoing operation. Furthermore, each Co-CEO is entitled to a 
monthly salary from Capital of NIS 4,000.   

(6) Mr. Barak Mashraki  –  serves as Deputy CEO and CFO of the Group. He has served as Deputy 
CEO and CFO of the Company since 2008, under a personal employment contract with the Company 
dated July 16, 2006 ( the "Employment Agreement") as revised from time to time. Under the 
Employment Agreement, Barak Mashraki is eligible for a monthly salary, linked to the consumer price 
index. In November 2019, the Company’s compensations committee and Board of Directors revised 
Barak Mashraki’s salary so that as of May 1, 2019, his monthly salary is NIS 120 thousand.  Barak 
Mashraki is also eligible for an annual bonus based on the mechanism set out in the Company's 
compensations policy as described in sub-section 14 below. In addition, Barak Mashraki is entitled 
convalescent pay, annual leave, sick leave, provisions for pension savings and study fund, 
subscription to a daily newspaper, mobile phone and company car as generally accepted for an 
executive VP of the Company. The Company also carries car maintenance and operating costs and 
the value in use of the car, and the costs of maintaining the mobile phone. The employment 
agreement also includes Barak Mashraki's undertaking to maintain confidentiality, and a non-
competition clause, during his employment at the Company and for the first year after termination of 
his employment. In 2019, Barak Mashraki received a bonus in the amount of NIS 1 million for 2018, 
and a special bonus for promoting the Company’s business transactions in the amount of NIS 1 
million, in accordance with the Company's compensations policy, as set out in sub-section 14 below. 
His bonus for 2019 has not yet been approved.  

On October 10, 2018, after obtaining the approval of the Audit Committee in its capacity of 
compensations committee, of the same date, the Company's Board of Directors approved the 
Company's engagement in a transaction with Barak Masharki through Delek Royalty US LLC, a 20% 
held subsidiary of the Company (“Delek Royalty”). Under the terms of the transaction, Barak Mashraki 
holds a 12.3% interest in Delek Royalty. Delek Royalty’s main business is investing in the acquisition 
of royalty rights in oil and gas projects in the United States. To date, no investments have yet been 
made. 

(7) Mr. Asi Bartfeld - served as CEO of the Company until December 31, 2019 ("Asi Bartfeld" or "the 
CEO") under an employment contract dated July 21, 1996 and its amendments. The monthly salary 
that he was eligible to receive under the contract was revised from time to time and amounted to NIS 
98 thousand, linked to the CPI. Asi Bartfeld was also entitled to a convalescent bonus, annual 
vacation leave, in-service study fund, severance benefits and pay, a company car (class 7) and 
payment for the expenses thereof and participation in telephone expenses. The monthly salary and 
convalescent bonus constituted the basis for provisions for fringe benefits.  

As aforesaid, on December 31, 2019, Asi Bartfeld ceased his term in office as CEO of the Company. 
Upon the termination of his service, Asi Bartfeld was awarded a special retirement bonus of 3 months' 
salary, pursuant to the Company's compensations policy, after approval by the Company's 
compensations committee, and severance pay, as well as a retirement bonus of one month's salary 
for each year of employment up to the age of 65, as set out in the employment contract of the 
Company’s CEO, and as approved by the general meeting of the Company on April 2, 2017. For 



D-14  

further information, see immediate reports issued by the Company dated February 7, 2017 (Ref. No. 
2017-01-013719); March 19, 2017 (Ref. No. 2017-01-025746) and April 2, 2017 (Ref.No.: 2017-01-
035496). The information appearing therein is noted here by way of reference.  

In 2019, Asi Bartfeld received a bonus in the amount of NIS 1,400 thousand for 2018, based on 
compliance with the change in adjusted net profit goal and the annual dividends goal set by the 
Company in accordance with the Company's compensations plan, as set out in subsection 14 below.  

(8) Mr. Gabriel Last – serves as active Chairman of the Board of Directors of the Company under an 
employment agreement that was approved by the Company on August 30, 2001. Gabi Last has 
served as Chairman of the Company's Board of Directors since September 4, 2003. His monthly 
salary under the contract is revised from time to time and amounts to NIS 121 thousand. The salary is 
linked to the CPI. Gabi Last is eligible for an annual bonus in accordance with the Company's 
compensations policy, as set out in subsection 14 below. 

Apart from the foregoing, Gabi Last is entitled to convalescent pay, annual vacation days, sick leave, 
provisions to an in-service study fund, reimbursement of job-related expenses, a mobile phone and 
costs incurred in connection therewith, reimbursement of expenses for a landline, and a company car 
provided by the Company, as well as maintenance and operating costs. Under the contract, each party 
may terminate the agreement with three months' advance notice to the other party. The Company may 
waive employment during the advance notice period and pay a salary for this period. In the event of 
termination of employment by the Company, Gabi Last is entitled to an acclimation bonus in the 
amount of six monthly salaries. Under special circumstances, the Company is granted the option of 
terminating the agreement immediately, without giving an acclimation bonus. In 2019, Gabi Last 
received a bonus in the amount of NIS 700 thousand for 2018, based on compliance with the change 
in adjusted net profit goal and the annual dividends goal set by the Company in accordance with the 
Company's compensations plan, as set out in subsection 14 below.  

(9) Mr. Yitzchak Sharon Tshuva - director and controlling shareholder of the Company, for further 
information concerning reimbursement of expenses paid to the controlling shareholder, see section 1A 
to Regulation 22 below.  

(10) Mr. Avi Harel - director of the Company. Avi Harel is a director with accounting and financial expertise 
and receives the remuneration for an external director with accounting and financial expertise as 
provided in the Fourth Schedule to the Remunerations Regulations, as these may be updated from 
time to time, based on the classification of the Company for each fiscal year. Total remuneration paid 
to Avi Harel in 2019 amounts to NIS 302 thousand (excluding VAT).  

(11) Ms. Carmit Sharon Elroi - director of the Company and daughter of the controlling shareholder of the 
Company. For further information regarding remunerations paid to Carmit Elroi from the Company and 
its investees, see section 2A to Regulation 22, below.  

(12) Mr. Roni Milo - an independent director, is eligible to receive annual remuneration and participation 
remuneration in amounts equivalent to the amounts fixed in the Second and Third Schedule of the 
Remuneration Regulations . Total remuneration paid to Roni Milo in 2019 amounts to NIS 207 
thousand (excluding VAT). 

(13) Terms of Service of External Directors  

Ms Judith Teitelman Zeidenberg - an external director with accounting and financial expertise, is 
eligible for the expert remuneration, according to the maximum amount for an expert external director, 
as provided in the Fourth Schedule to the Remunerations Regulations. Total remuneration paid to Ms 
Teitelman in 2019 amounts to NIS 325 thousand (excluding VAT). 

Mr. Shimon Doron - serves as an external director. He is eligible to receive an annual remuneration 
and participation remuneration in amounts equivalent to the maximum amount fixed in the Second and 
Third Schedules to the Remuneration Regulations. Total remuneration paid to Shimon Doron in 2019 
amounts to NIS 237 thousand (excluding VAT). 

(14) Adjustments in the Compensations Policy   

Pursuant to the requirements of Amendment 20 to the Companies Law, 1999, the Company instituted 
a compensation policy for the Company's officers. On October 17, 2018, the general meeting of the 
Company approved a revised compensations policy. Under the revised compensations policy, among 
other things, a mechanism was set for a variable cash bonus component ("the Bonus"). The Bonus, is 
made up of three components, which reflect the Company's long-term goals to maximize value for its 
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shareholders while maintaining prudent risk management, particularly in view the Company's unique 
and complex holdings structure: 

1. Change in adjusted net income - the rate arrived at by dividing the adjusted net income in the year 
for which the bonus is paid by the adjusted net income of the Company in the three years preceding 
the year for which the bonus is paid. A prerequisite for bonus eligibility regarding this parameter is 
achievement of adjusted income that does not fall below NIS 250 million. The change in adjusted net 
income component awards a bonus of 80% to 120%. Eligibility is calculated on a linear basis. 

2. Change regarding adjusted leverage - to be calculated by dividing the adjusted leverage ratio of the 
Company and its wholly owned subsidiaries in the year for which the bonus is paid by the average 
adjusted leverage ratio in the three years preceding the year for which the bonus is paid. A 
prerequisite for bonus eligibility regarding this parameter is that the leverage ratio that will not exceed 
65%. The change in the adjusted net income for which a bonus is awarded ranges between 110% - 
100% (this is a reverse index, i.e. 100% awards the maximum bonus). Eligibility is calculated on a 
linear basis. The adjusted leverage ratio is calculated by dividing the net financial debt of the 
Company and its wholly-owned subsidiaries less the treasury shares item (net financial debt as 
appears in the chapter on financing sources and liquidity in the directors' report) by the Company's 
equity less treasury shares as appeared in the annual financial statements. 

3.Scope of annual dividends - the scope of the annual dividends for which a bonus is awarded ranges 
between NIS 200 million and NIS 400 million. Eligibility is calculated on a linear basis. 
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Calculation breakdown of the foregoing financial indices used for fixing bonuses for 2018: 

Performance index 1 - adjusted net income: 

Breakdown of adjusted net income in 2015 through 2018:  

 2018 2017 2016 2015 

NIS million 

Net profit (loss) attributed to Company 
shareholders 

517 1,216 625 25 

Plus (minus): 

Revaluation losses (revaluation gains) due to 
increase and/or decrease in means of control 
(net of tax) attributable to the Company's 
shareholders 

(82) (659) - (23) 

Other amortization (other revaluation gains) for 
non-financial assets directly held by the 
Company and its wholly-owned subsidiaries, 
which do not involve cash flow input or output 
(net of tax), attributable to the Company's 
shareholders 

510 32 270 37 

Amortization of surplus costs (net of tax) 
attributable to the Company's shareholders due 
to foregoing revaluation and less the increase in 
value recognized as a result of such revaluation 

74 66 (84) 88 

Profit (loss) from disposal of non-financial assets 
directly held by the Company and its wholly 
owned subsidiaries, attributed to capital reserves 
(net of tax) 

(23) (93) - - 

Adjustments made in the preceding periods for 
non-financial assets that were held directly by the 
Company and its wholly-owned subsidiaries and 
which were disposed of during the year, until date 
of disposal of the asset, based on the pro rata 
share of the disposed holding during the year 

(109) 332 (232) 55 

Adjusted net income 887 894 579 182 

 

Criteria used to calculate the adjusted net income: 

The adjusted net income is calculated in accordance with the definitions in Appendix A to the 
Company's officers' compensations policy dated October 17, 2018, taking the following into account 
(with respect to 2018): 

1. With the deduction of revaluation gains or addition of revaluation losses due to increase and/or 
decrease in means of control (net of tax) attributable to the Company's shareholders 

2. With the deduction of other revaluation gains or the addition of other amortization for non-financial 
assets directly held by the Company and its wholly-owned subsidiaries, which do not involve cash 
flow input or output (net of tax), attributable to the Company's shareholders 

3. With the addition of amortization of surplus costs (net of tax) attributable to the Company's 
shareholders due to foregoing revaluation and deducting the increase in value recognized as a 
result of such revaluation. 

4. With the addition of profit or the deduction of loss from disposal of non-financial assets directly 
held by the Company and its wholly owned subsidiaries, attributed to capital reserves (net of tax) 

5. With the addition of adjustments made in the preceding periods for non-financial assets that were 
held directly by the Company and its wholly-owned subsidiaries and which were disposed of 
during the year, until date of disposal of the asset, based on the pro rata share of the disposed 
holding during the year  
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Upon occurrence of a future event that will cause the recording of accounting gains or losses in a 
specific year that is not backed by incoming or outgoing cash flows (net of tax) and that is not included 
under the foregoing adjustments (such as due to changes in the accounting standard or due to 
another event that was not anticipated at the time the policy was formulated), but according to the best 
estimate of the Compensations Committee, will require additional adjustment of the adjusted net 
income, the Compensations Committee has the authority (subject to approval by the Board of 
Directors) to implement additional adjustments for the purpose of calculating the adjusted net income. 

Changes in adjusted net income  

The adjusted net income of the Company in the year for which the bonus is to be 
paid (NIS millions) 887 

Average adjusted net income of the Company in the three years preceding 2018 551 

Changes in adjusted net income 161% 

 

In view of the foregoing, eligibility for a bonus for this index: for the Chairman of the Board of Directors 
is NIS 400 thousand, and for the CEO is NIS 1,000 thousand. 

 

Performance index 2 - adjusted leverage ratio: 

Breakdown of the changes in the adjusted leverage ratio (NIS millions): 

Changes in the adjusted leverage ratio 

Adjusted leverage ratio  

A = (as set out in the compensations policy) 

2018 2017 2016 2015 

Net financial debt of wholly-owned subsidiaries as 
in Chapter 5 of the Company's directors' report 

6,041 6,047 4,420 4,576 

Dividend payable - - - - 

Less value of treasury shares 

as in Chapter 5 of the Company's directors' report 

(130) (408) (524) (420) 

Net financial debt less treasury shares 6,171 6,455 4,944 4,986 

Equity less treasury shares = B    
 

Equity of the Company 4,965 4,255 4,612 4,486 

Less treasury shares 

As per the separate financial information 
(Regulation 9C of the Securities Regulations) 

143 469 433 368 

Equity less treasury shares 5,108 4,724 5,045 4,854 

Adjusted leverage ratio = A/(A+B) 55% 58% 49% 51% 

Changes in the adjusted leverage ratio 

Adjusted leverage ratio in the year for which the 
bonus is paid 

55% - - - 

Average adjusted leverage ratio in the three years 
preceding the year for which bonus is paid 

53% - - - 

Changes in the adjusted leverage ratio 103.95% - - - 

 

Criteria used to calculate the adjusted leverage ratio: 

The adjusted leverage ratio is calculated in accordance with the definitions in Appendix A to the 
Company's officers' compensation policy dated October 17, 2018, taking into account that the financial 
liabilities does not include amounts paid for an announced dividend that was not yet paid at balance 
sheet date. 



D-18  

In view of the foregoing, eligibility for a bonus for this index: the Chairman of the Board - NIS 120 
thousand and the CEO - NIS 300 thousand. 

In addition, the Board of Directors confirm that the auditors provided an unqualified opinion without 
calling attention to any issues, according to which the adjusted net profit figures for the year ended 
December 31, 2018 and the adjusted leverage ratio as at December 31, 2018 are adequately 
presented, from all material aspects. 

Performance index 3 - scope of annual dividends 

In 2018, dividends totaling an amount of NIS 490 million were distributed and therefore, eligibility for a 
bonus with respect to this index is as follows: the Chairman of the Board of Directors is eligible for a 
bonus of up to NIS 200 thousand, the CEO is eligible for up to NIS 500 thousand, and executive 
officers are eligible for up to 3 salaries. 

(15) Waiver, Indemnification and Insurance for Officers 

For information regarding waiver, indemnification and officers' insurance see Regulation 29[A](4) 
below.  

Regulation 21A:   Control of the Company:  

The controlling shareholder of the Company is Mr. Yitzhak Sharon (Tshuva), who holds 61.12% of the equity 
and 64.27% of the voting rights in the Company and 58.43% of the equity, fully diluted, and 61.30% of the 
voting rights in the Company, fully diluted.  

Regulation 22:  Transactions with a controlling shareholder 

The controlling shareholder who has a personal interest in all the engagements set forth under Regulation 22 
below is Yitzhak Sharon (Teshuva). The personal interest of Yitzhak Sharon (Teshuva) arises from the fact 
that these engagements are with companies under his control, or with his relatives or with companies under 
their control. 

A. Transactions stipulated in section 270(4) of the Companies Law. 

1. Agreement with Yitzhak Sharon Tshuva:  

The controlling shareholder of the Company, who serves as a director in the Company, contributes his 
time, experience and vast expertise to advancing the businesses and interests of the Company and its 
subsidiaries in Israel and abroad, as requested by the Company's management. Yitzhak Tshuva does 
not receive any directors' fees for his position as director. On  February 28, 2018, the general meeting 
of the Company approved a mechanism for the reimbursement of expenses incurred by Yitzhak 
Tshuva, for a period of three years from January 1, 2018 through December 31, 2020, under which the 
Company will reimburse expenses that were and will be incurred by Yitzhak Tshuva with regard to the 
foregoing consultation services, all against presentation of invoices as required by law.  

The foregoing reimbursement mechanism includes an exhaustive list of the types of expenses 
permitted and does not include a fixed maximum amount of the expenditure. The expenses will be 
reviewed according to the nature thereof and the Company will set up accepted control and 
supervision mechanisms for reviewing the necessity of the reimbursed expenses.  

In 2019, Yitzhak Tshuva was paid an amount of NIS 84 thousand for reimbursement of expenses 
incurred in 2017-2018. Yitzhak Tshuva has not yet been reimbursed for expenses incurred in 2019. 

For further information, see immediate reports issued by the Company on January 19, 2018 (Ref. No. 
2018-01-007372) and February 28, 2018 (Ref.No: 2018-01-020104). The information appearing 
therein is noted here by way of reference.  

2. Engagement with Ms. Carmit Sharon Elroi 

A) On November 28, 2012, the Company's audit committee and board of directors approved the 
remuneration for Carmit Elroi, daughter of the controlling shareholder, for her service as a director of 
the Company. Under the terms of the agreement with her, Carmit Elroi is eligible to receive annual 
remuneration and participation remuneration in amounts equivalent to the amount fixed in the Second 
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Addendum and Third Addendum of the Remunerations Regulations, as updated from time to time as 
per the Company's classification for each fiscal year.  

The Company's audit committee and Board of Directors confirm that the approval of the engagement 
with Carmit Elroi is in compliance with the conditions of Regulation 1B(3) of the Relief Regulations, as 
the fee paid to her does not exceed the maximum amount permitted under Regulations 4, 5 and 7 of 
the Remunerations Regulations. Carmit Elroi has served as a director of the Company since 
November 28, 2012. The total amount paid to Carmit Elroi by the Company in 2019 is NIS 137 
thousand (excluding VAT). The Company's compensation committee and board of directors also 
approve engaging with The Phoenix in a collective officers liability insurance policy for Carmit Elroi, 
pursuant to the provisions of Regulation 1B(5) of the Relief Regulations. 

B) On February 21, 2011 the general meeting of Delek The Israel Fuel Corporation Ltd. ("Delek Israel") 
approved the agreement with Carmit Elroi regarding the terms of her term in office as a director of 
Delek Israel. Pursuant to the terms of the agreement, Carmit Elroi will be entitled to annual and 
participation remuneration in amounts equivalent to the amount fixed in the remuneration regulation, in 
accordance with the Company's classification for each fiscal year. Moreover, on January 29, 2012 the 
general meeting of Delek Israel resolved to approve providing a letter of undertaking for indemnity 
Carmit Elroi. The total amount paid to Carmit Elroi by the Delek Israel in 2019 is NIS 93 thousand 
(excluding VAT). Carmit Elroi also serves as a member of the board of directors audit committee of 
Delek Israel. 

C) Moreover, Carmit Elroi also serves as a director of Delek Foundation for Education, Culture and 
Science Ltd. (external director), and does not receive remuneration.  

3. Engagements with Ms. Keren Eldar and Mr. Uri Eldar  

Keren Eldar, the daughter of the controlling shareholder of the Company, serves as a director of Delek 
Foundation for Education, Culture and Science Ltd. (external director), and does not receive 
remuneration. It should be noted that Uri Eldar served as a director of Cohen Development until May 
2019. The total remuneration paid to Uri Eldar in 2019 for his term of office at Cohen Development 
amounted to NIS 16 thousand (excluding VAT). 

4. Engagement with Ronen Yafo  

On November 28, 2016, following approval by the audit committee, the Company's Audit Committee 
and Board of Directors approved the Company's engagement with Alter Yafo Ltd. through its CEO, 
Ronen Yafo (the “Manager”) pursuant to Regulation 1(5) of the Companies Regulations (Relief for 
Transactions with Interested Parties), 2000 ("the Relief Regulations"). The Manager's primary 
business is serving as the CEO of a private company owned by the controlling shareholder of the 
Company engaged in private construction and in real estate ventures. Under the terms of the 
agreement the Company will receive real estate consultation services from the Manager on issues 
related to the initiation, supervision and management of real estate assets held by the Company and 
its subsidiaries, including the property in Herzliya Pituach and the property in Acre owned by the 
Company and real estate assets owned by Delek The Israel Fuel Corporation Ltd. (a 100% subsidiary 
of the Company). On October 10, 2018, after obtaining the approval of the Audit Committee on the 
same date, the Company's Board of Directors approved extending the Company's engagement with 
Alter Yafo Ltd. through the Manager, pursuant to Regulation 1(5) of the Relief Regulations, for an 
additional period of 24 months commencing September 1, 2018. All the other terms of the 
engagement as set out in the immediate reports, remain unchanged. 

The Company and the Manager have the option of cutting short the term of the agreement, for any 
reason, with prior notice of 30 days. In return for management services the Manager is eligible for a 
monthly fee of NIS 50,000 to be paid against presentation of an invoice. For further information see 
the immediate reports issued by the Company on December 15, 2016 (Ref. No: 2016-01-139648), and 
October 10, 2018, (Ref. No.: 2018-01-095367), whereby the information appearing in said reports are 
noted here by way of reference.  

B. Transactions not specified in section 270(4) of the Companies Law. 

1. Rental of offices 

In September 2016, the Company moved to new offices in a building owned by the Company in 
Herzliya. For further details see section 1.10.1(A) to the Report ( the “Offices”).  
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The controlling shareholder and private companies under his control rent office space in the Offices.  

On December 18, 2016 the Company’s audit committee approved the engagement in a lease 
agreement to rent offices to a private company controlled by the Company (the “Lessee”), at market 
terms, based on an opinion estimated by an independent real estate valuation firm for determining the 
basis for appropriate rental for the rented space. The term of the lease is from September 19, 2016 
through September 18, 2021 and includes an option to extend for a further two terms, ending on 
September 18, 2031. The monthly rental fee is based on the size of the leased offices and on the 
proportionate size of the public spaces. According to the above, the rental fee per sq.m paid by the 
Lessee is between NIS 80-85 (depending on which floor) and NIS 40 per sq.m. for a storeroom The 
rental is linked to the CPI. In addition, the Lessee pays a monthly management fee for the office and 
public spaces of NIS 15 per sq.m. and NIS 7.5 per sq.m. for the storeroom, and an additional monthly 
payment for the rental of parking spaces of between NIS 500-700 per parking space. In 2019, the 
Lessee was charged an amount of NIS 491 thousand for rental and management fees from for 2019. 
It is noted that, pursuant to a resolution adopted by the general meeting concerning the 
reimbursement of expenses to the controlling shareholder, as set out in section 1A of Regulation 22 
above, the Company provides the controlling shareholder with office space, which is not included in 
the calculation of the leased space. In addition, accounts are also settled between the Company and 
the Lessee regarding ongoing expenses involved in maintaining the offices, such as municipal taxes, 
electricity, office cleaning, refreshments, etc.       

2. Negligible transactions:  

Apart from the transactions described above, there are additional agreements which are classified as 
negligible transactions as defined in section 9 of the Board of Directors report, as follows: Transactions 
for providing Delek Israel's Dalkan services; payments with regard to databases to Delek Israel; 
employment of officers and advisors in the Company and who provide services to private companies 
owned by the controlling shareholder of the Company; an agreement between Delek Israel and a 
wholly owned company of the controlling shareholder regarding rental of property used as a parking lot 
and shade structures for drying cars at a car wash, adjacent to the Doron Kfar Saba gas station. 

Regulation 24:  Shares and other securities held by interested parties and executive officers of the 
Company, in the Company itself, in its subsidiaries and its related companies, as at December 31, 
2019 

For the holdings of the Company's shares and debentures by its interested parties and executive officers, 
and for the holdings of interested parties in the shares or other securities of the Company's material 
investees, see the Company's immediate report regarding the status of the holdings of interested parties and 
officers dated April 7, 2020 (Ref. No: 2020-01-037296), where the information appearing in said reports are 
noted here by way of reference. 

Regulation 21A: Registered and issued share capital  

The Company's registered share capital is NIS 18,000,000, divided into 16,000,000 ordinary shares of NIS 1 
par value each, and 2,000,000 preference shares of NIS 1 par value each. 

The Company's issued and paid up share capital as at December 31, 2019 and at Reporting Date 
constitutes 11,983,595 ordinary shares of NIS 1 par value each. 

Delek Financial Investments - Limited Partnership, a wholly-owned subsidiary partnership, holds  450,760 
par value ordinary shares of the Company, as of December 31, 2018 and 586,422 par value ordinary shares 
of the Company, as of Reporting Date. These shares do not confer voting rights. 

Convertible securities - the Company  has debentures convertible to ordinary shares of the Company, as 
follows: 

NIS 704,626,000 par value debentures (Series B33) can be converted so that from July 11, 2019 through 
December 31, 2021 (inclusive), every 1,278.52907 NIS 1 par value debentures (Series B33) can be 
converted for one ordinary NIS 1 par value share of the Company, all subject to and in accordance with the 
terms of the debentures (Series B33). The foregoing conversion ratio was revised due to the Company's 
announcement of the distribution of a dividend on May 30, 2019. 

Regulation 24B: The Company's Shareholders Register:  
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For the registered shareholders of the Company see the Company's immediate report regarding the 
Company's equity and listed securities and changes therein dated March 29, 2019 (Ref. No. 2020-01-
031443), the information therein is noted here by way of reference.  

Regulation 25A: Registered address 

 Address:   19 Abba Eban Blvd., Herzliya    

 Email  leorapl@delek-group.com  

 Telephone: 09-8638444   

 Fax: 09-8854955 

 Website: www.delek-group.com 

 

 

mailto:leorapl@delek-group.com
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Regulation 26: Directors of the company  

 Gabriel Last Yitzchak Sharon Teshuva 

Position in the Company: Chairman of the Board of Directors Director 

ID: 004787933 04340003 

Date of Birth: September 9, 1946 July 7, 1948 

Address for delivery of court documents: 19 Abba Eban Blvd., Herzliya 19 Abba Eban Blvd., Herzliya 

Citizenship: Israeli Israeli 

Member of board of directors 
committees: 

- - 

Independent director: No. No. 

External director: No. No. 

If Yes, has accounting and financial 
expertise or professional qualifications: 

- - 

If Yes, is an expert external director1 - - 

Is he an employee of the Company, its 
subsidiaries, affiliates or of an interested 
party: 

Yes, employee of Delek Group Ltd. Controlling shareholders of the Company 

Commencement of office: September 4, 2003 September 18, 2014 

Education: LL.B from Tel Aviv University; MA in Social Sciences and Mathematics 
from Haifa University; AMP (Advanced Management Program for executive 
officers) at Harvard University.  

- 

Occupation during past five years: Chairman of the Company's board of directors The controlling shareholder of public and private companies in the energy and 
real estate sectors  

Companies in which serves as a director 
(other than the Company): 

 Chairman of the board of directors of the following companies: Delek 
Drilling Management (1993) Ltd.; Delek Foundation for Science, Education 
and Culture (external director); Delek Energy Systems Ltd. A director of the 
following companies:  Delek Infrastructure Ltd.; Avner Oil and Gas Ltd.; 
Delek Power Stations Ltd.; Delek Petroleum Ltd.; Delek Group Royalties 
Ltd. and private SPC’s of Delek Drilling Partnership; 

 

Related to another interested party in the 
Company: 

No. Controlling shareholder of the Company and father of Carmit Elroi, a director 
of the Company.  

Does the Company consider him as 
having accounting and financial expertise 
for compliance with the minimum number 
set for the board of directors under 
section 92(A)(12) of the Companies Law: 

No. No.  

 

 

1 As the term is defined in Regulation 1 of the Companies Regulations (Regulations for Compensation and Expenses of an External Director), 2000. 
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 Shimon Doron Judith Teitelman Zeidenberg 

Position in the Company: External director: External director. 

ID: 056219181 014058986 

Date of Birth: March 9, 1960 July 18, 1968 

Address for delivery of court documents: Hagai Street, Moshav Gan Yoshiya 26B Ussishkin, Herzliya 

Citizenship: Israeli Israeli 

Member of board of directors 
committees: 

Committee for reviewing the financial statements, compensations 
committee and audit committee 

Chair of the committee for reviewing the financial statements, chair of the 
remunerations committee and chair of the audit committee 

Independent director: Yes. Yes. 

External director: Yes. Yes. 

If Yes, has accounting and financial 
expertise or professional qualifications: 

Director with professional qualifications; Director with accounting and financial expertise 

If Yes, is an expert external director2 No. Yes. 

Is he an employee of the Company, its 
subsidiaries, affiliates or of an interested 
party: 

No. No. 

Commencement of office: October 17, 2018 June 25, 2015 

Education: MA Political Science in International Relations, Open University; MA in Economics and Business Administration, Hebrew University of 
Jerusalem; BA in Economics and Statistics, Hebrew University of Jerusalem; 
Graduate of the Business Real Estate Management Course, Lahav - Tel Aviv 
University; Graduate of Introduction Course to Oil and Gas, Technion - 
Advanced Education Unit. 

Occupation during past five years: Previously served as VP of Planning and Logistics at Bar-Ilan University 
and is the owner of a strategic consulting firm; served as co-CEO of the 
Island Hotel in Netanya; and as member of Administration of the Sephardi 
Federation in Jerusalem.  

Financial advisor and director in various companies 

Companies in which serves as a director 
(other than the Company): 

- Sela Capital Real Estate Ltd. (external director). 

Related to another interested party in the 
Company: 

No. No. 

Does the Company consider him as 
having accounting and financial 
expertise for compliance with the 
minimum number set for the board of 
directors under section 92(A)(12) of the 
Companies Law: 

No. Yes. 

 

 

2 As the term is defined in Regulation 1 of the Companies Regulations (Regulations for Compensation and Expenses of an External Director), 2000. 
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 Ron Milo Avraham Harel 

Position in the Company: Director Director 

ID: 007538408 030108195 

Date of Birth: November 26, 1949 February 26, 1948 

Address for delivery of court documents: 26 King David Street, Tel Aviv 40 Hahim Itkobski Street, Petach Tikva 

Citizenship: Israeli Israeli 

Member of board of directors 
committees: 

Audit Committee Committee for reviewing the financial statements, compensations committee 
and audit committee 

Independent director: Yes. No. 

External director: No. No. 

If Yes, has accounting and financial 
expertise or professional qualifications: 

- Yes. 

If Yes, is an expert external director3 - - 

Is he an employee of the Company, its 
subsidiaries, affiliates or of an interested 
party: 

No. No. 

Commencement of office: April 1, 2015 May 29, 2006 

Education: LL.B, Tel Aviv University BA in Economics and Statistics from Tel Aviv University and MA in Economics 
- Performance Survey from Tel Aviv University 

Occupation during past five years: Director in various companies Director in various companies 

Companies in which serves as a director 
(other than the Company): 

Ron Milo Management Services (2003) Ltd.; Ron Milo Holdings Ltd. Meteor Aerospace Ltd.; Yiddishpiel - Israel Yiddish Theater - administrative 
committee; Poalim Capital Markets Investments and Holdings Ltd.; Delek 
Automotive Systems Ltd.; Bank Hapoalim (Switzerland) Ltd.; Bank Hapoalim 
(Luxembourg) S.A.; Friends of Rabin Medical Center - Executive Committee; 
A. Harel Consulting Ltd.; 

Related to another interested party in the 
Company: 

No. No. 

Does the Company consider him as 
having accounting and financial expertise 
for compliance with the minimum number 
set for the board of directors under 
section 92(A)(12) of the Companies Law: 

No Yes 

 

 

3 As the term is defined in Regulation 1 of the Companies Regulations (Regulations for Compensation and Expenses of an External Director), 2000. 
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 Carmit Sharon Elroi 

Position in the Company: Director 

ID: 22546832 

Date of Birth: November 8, 1967 

Address for delivery of court documents: 18 Hashomer Street, Moshav Avihail, 472910 

Citizenship: Israeli 

Member of board of directors 
committees: 

No. 

Independent director: No. 

External director: No. 

If Yes, has accounting and financial 
expertise or professional qualifications: 

- 

If Yes, is an expert external director4 - 

Is he/she an employee of the Company, 
its subsidiaries, affiliates or of an 
interested party: 

No. 

Commencement of office: November 28, 2012 

Education: B.A. Education and Humanities from Tel Aviv University 

Master of Chinese Medicine, Pacific College 

Occupation during past five years: Owner and CEO of Pharmacin Ltd., and Baraka Or Holdings Ltd.  

Companies in which serves as a director 
(other than the Company): 

Delek the Israel Fuel Corporation Ltd. 

Related to another interested party in the 
Company: 

Daughter of Yitzhak Sharon (Teshuva), the controlling shareholder and a 
director in the Company 

Does the Company consider him as 
having accounting and financial expertise 
for compliance with the minimum number 
set for the board of directors under 
section 92(A)(12) of the Companies Law: 

No. 

 

 

 

4 As the term is defined in Regulation 1 of the Companies Regulations (Regulations for Compensation and Expenses of an External Director), 2000. 
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Regulation 26A Senior officers in the Company 

 Idan Wallace Barak Mashraki Boaz Schnitzer 

ID: 033658246 029714086 024565707 

Date of birth: January 8, 1977 January 28, 1973 November 10, 1969 

Commencement of office: January 1, 2020 (September 1, 2015) January 1, 2008 January 1, 2020 

Position in the Company, its 
subsidiaries, affiliates or the 
controlling shareholder: 

CEO of Delek Group Ltd. Previously served as 
Deputy CEO, a director and advisor of the Group 
and its subsidiaries. 

Director of the following companies: Delek Energy 
Systems Ltd.; Delek Drilling Management (1993) 
Ltd.; Keshet Broadcasting Ltd.; the Israel News 
Company Ltd.; Wells Consulting Ltd.; 

Deputy CEO and CFO of the Company CEO and 
director of Cohen Development Oil and Gas Ltd.; 
and a director of the following Group companies: 
Delek Drilling Management (1993) Ltd.; Ratio 
Petroleum Energy - Limited Partnership; Delek 
Infrastructure Ltd.; Delek Petroleum Ltd.; Delek Sea 
Maagan 2011 Ltd.; Israel Delek Holdings Group Ltd.; 
Delek Royalties Ltd. Group; C.T. Maya Property and 
Investments Ltd.; Cohen Development (1979) Ltd.; 
Cohen Family Assets Ltd.; Cohen Development Six 
Ltd.; Delek GOM LLC; Delek Energy Systems Ltd.; 
Delek GOM Investments LLC; Delek GOM Holding 
LLC; 

Deputy CEO of Delek Group Ltd. and director of 
private subsidiaries of the controlling shareholder of 
the Company, as follows: April Ofek Hadash Ltd.; 
Elad (GRP) Properties Ltd.; Elad Israel New 
Residences Ltd.; Elad Israel Residences Ltd.; 
Sharon Teshuva Holdings (2011) Ltd.; Elad Israel 
R.A. Entrepreneurship Ltd.; Elad Israel Holdings 
Ltd.; Elad Canada Inc.; Elad Canada Realty Inc.; 

Director of international taxation of Elad Group Ltd. 

Director of the private company, SBE Assets and 
Management (2015) Ltd.  

Is he/she an interested party in 
the Company 

No. No. No 

Is he/she a family member of 
another senior officer or of an 
interested party in the Company: 

No. No. No 

Education: LL.B, Tel Aviv University BA Economics and Accounting, Bar Ilan University LL.B, College of Management 

LL.M (International Taxation) Boston University, 
USA 

Business experience in the past 
5 years 

Executive VP of Delek Group. Previously served as 
a director and consultant to the Group and its 
subsidiaries. 

Served as CEO and director of Tshuva Group 
private companies (through Tashluz Investments & 
Holdings Ltd.), 

Serves as CFO of the Company since 2008 

 

International taxation advisor of Delek Group and 
director for international taxation of Elad Group Ltd.; 

 

(*) Until December 31, 2019, Asi Bartfeld served as CEO of Delek Group  
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 Gali Gana Leora Pratt Levin Tamar Rosenberg 

ID: 059674770 57906919 035894252 

Date of birth: June 2, 1965 October 12, 1962 December 9, 1978 

Commencement of office: January 1, 2016 April 1, 2007 November 19, 2006 

Position in the Company, its 
subsidiaries, affiliates or the 
controlling shareholder: 

Chief internal auditor of the Company and its 
following subsidiaries/affiliates: Cohen Development 
and Industrial Buildings Ltd.; Delek Drilling 
Management (1993) Ltd.; Delek Drilling Limited 
Partnership; 

Executive VP, Chief Legal Counsel and Company 
Secretary 

Director of the following Delek Group subsidiaries: 
Delek Energy Systems Ltd.; Delek Drilling 
Management (1993) Ltd.; Delek Group Israel 
Holdings Ltd.; Delek Sea Maagan 2011 Ltd.; Delek 
Group Royalty Ltd.; 

Accountant 

Is he/she an interested party in 
the Company 

No. No. No. 

Is he/she a family member of 
another senior officer or of an 
interested party in the Company: 

No. No. No. 

Education: CPA, MBA specializing in Accounting and MA in 
Public Administration and Internal Auditing, CISA, 
CIA, CRMA, and CRISC. 

BA Political Science, Tel Aviv University, LL.B, 
Reading University, UK 

BA in Business Administration and Accounting from 
the Academic College of Management and MBA 
specializing in financing from Tel Aviv University  

Business experience in the past 
5 years 

A partner and CPA in Rosenblum Holtzman 
Accounting firm; 

Executive VP of the Company; Chief Legal Counsel 
and Company Secretary since 2007 

Chief accountant of the Company since 2006 
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Regulation 26A Senior Officers of Subsidiaries controlled by the Company, as defined in section 37 of the Securities Law:  

 Leslie James Thomas 

ID: 503657321 (Passport No.) 

Date of Birth: March 19, 1957 

Commencement of office: October 1, 2013 

Position in the Company, its 
subsidiaries, affiliates or the 
controlling shareholder: 

CEO and director of the subsidiary, Ithaca Energy Limited 

Is he/she an interested party 
in the Company 

No. 

Is he/she a family member 
of another senior officer or 
of an interested party in the 
Company: 

No. 

Education: BSc in Civil Engineering and MSc in Engineering, Heriot Watt 
University, Edinburgh, Scotland 

Business experience in the 
past 5 years 

CEO and director of the subsidiary, Ithaca Energy Limited, and a 
director of its subsidiaries 
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 Boaz Tchechik Yossi Abu 

ID: 053673216 033840372 

Date of Birth: May 19, 1955 December 7, 1977 

Commencement of office: June 1, 2019 April 1, 2011 

Position in the Company, its 
subsidiaries, affiliates or the 
controlling shareholder: 

CEO of Delek the Israel Fuel Corporation Ltd.; and a director of Delek 
Europe Holdings Ltd.;  

CEO of Delek Drilling Management (1993) Ltd.; director of private SPCs of the 
Partnership; Until March 14, 2020 served as CEO of Delek Energy Systems Ltd.; 

Is he/she an interested party in 
the Company 

No. No. 

Is he/she a family member of 
another senior officer or of an 
interested party in the 
Company: 

No. No. 

Education: Practical Engineering and Management, Technion 

 MBA, specializing in Finance and Accounting, Tel Aviv University 

LL.B, Hebrew University of Jerusalem; Attorney and member of the Israel Bar 
Association. 

Business experience in the past 
5 years 

Management of private investments; previously served as CEO of Delek 
Europe Ltd.; 

CEO of Delek Energy Systems Ltd. (until March 14, 2020); CEO of Avner Oil and Gas 
Ltd.; Chairman of the Board of Tamar Petroleum Ltd.  (until March 6, 2019); director of 
Ithaca Energy Systems Ltd. (until March 1, 2018); director of various private 
companies of Delek Drilling Partnership and private companies owned by him. 

 

.
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Regulation 27: The Auditors of the Company 

Kost Forer Gabbay & Kasierer– 144 Menachem Begin St., Tel-Aviv  

Regulation 28:  Amendments to the Articles of Association  

On August 7, 2019 the general meeting of the Company approved an amendment to the provisions of the 
indemnification and insurance chapter of the Company's Articles of Association and all as set out in 
Appendix B to the immediate report for convening of the general meeting dated July 2, 2019 (Ref. No.: 2019-
01-067177), and its amendment dated July 25, 2019, (Ref. No: 2019-01-077251). The information appearing 
therein is noted here by way of reference. 

Regulation 29: Recommendations and resolutions of the board of directors 

Regulation 29(A)(1): 

Board of Directors resolutions regarding the distribution of a cash dividend:  

Date of resolution 
Amount of Dividend 

in NIS 

Amount of Cash 
Dividend per share 

(NIS) 
Date of record for 

payment Payment date 

May 90, 2019 NIS 120 million. 10.0137 June 13, 2019 June 27, 2019 

March 31, 2019 NIS 140 million. 11.6826 April 11,2019 April 29, 2019 

 

Regulation 29 (C): Resolutions adopted at a Special General Meeting  

A. On August 7, 2019, the Company’s general meeting adopted the following resolutions: 1). Amendment 
of the provisions of the indemnification and insurance section of the Company's Articles of 
Association, as set out in Appendix B to the immediate report for convening of the general meeting 
below. 2). Revision of the compensations policy in force as of May 1, 2019, based on the text attached 
as Appendix A to the immediate report for convening of the general meeting below. 3). Approval of 
salary increase in the amount of NIS 22 thousand to the monthly salary of Asi Bartfeld, the former 
CEO of the Company. For further information, see immediate reports issued by the Company on 
August 7, 2019 (Ref. No. 2019-01-082450) and July 2, 2019 (Ref.No: 2019-01-067177), and its 
amendment dated July 25, 2019, (Ref. No: 2019-01-077251). The information appearing therein is 
noted here by way of reference. 

B. Subsequent to the balance sheet date, on February 24, 2020, the general meeting of the Company 
approved the terms of the office and employment of Idan Wallace in the position of CEO of the 
Company and all as set out in the immediate report for convening of the general meeting. For further 
information, see immediate reports issued by the Company on February 22, 2020 (Ref. No. 2020-01-
018870) and January 19, 2020 (Ref. No: 2020-01-007620). The information appearing therein is noted 
here by way of reference. 

Regulation 29A -  Company Resolutions  

Regulation 29A(4) Exemption from insurance and indemnity for officers – valid at the date of the 
report:  

1. Pursuant to the previous resolutions of the Company, the Company decided to grant senior officers an 
exemption regarding their liability for damages as a result of a breach of their fiduciary duty towards the 
Company, as set forth in the third section of the sixth part of the Companies Law and to indemnify them 
(according to and subject to the amendment adopted at the Company's special general meeting). The letter 
of indemnification complies with Amendment 3 of the Companies Law, 1999 and the Company's articles of 
association. Pursuant to the letter of indemnification, as the Company's Articles of Association include a 
provision allowing it to undertake in advance to indemnify an officer, provided the undertaking is restricted 
to the types of events that the board of directors anticipate in view of the Company’s actual actions at the 
time of undertaking to indemnify, in an amount or scope determined by the board of directors to be 
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reasonable under the circumstances, all on account of any liability or expenditure that shall be authorized at 
that time according to the law at the time the resolution is adopted, the company also undertakes to 
indemnify the officer for reasonable litigation expenses, including attorneys' fees, such that may be incurred 
as a result of an investigation or proceedings that shall take place against the officer by any authority 
certified to launch an investigation or proceeding and that has ended without filing charges against the 
officer and without a fine being imposed in lieu of criminal proceedings or that has ended without an 
indictment being filed against the officer, while imposing a fine in lieu of criminal proceedings in a felony that 
does not warrant the proof of criminal intent.  

In accordance with the Company’s new compensations policy brought for approval, the directors and 
officers may be eligible for letters of exemption under the Companies Law and as set out in the Company's 
Articles of Association, provided that for new officers who will be appointed to the Company after the date 
on which the policy is adopted, the letter of exemption will be state that the exemption does not apply for a 
decision or transaction in which the controlling shareholder or any officer of the Company (also an officer 
other than the one for whom the exemption is granted) has a personal interest.  

2. Insurance:  

A. On October 17, 2018, the general meeting of the Company approved the engagement with The 
Phoenix Insurance Co. Ltd. to insure the directors of the Company and its subsidiaries under a 
collective directors and officers liability insurance policy for the Company and its subsidiaries, for 
a period of 18 months from January 1, 2019 through June 30, 2020 (inclusive), with limit of 
liability of USD 150 million, at annual premium of USD 780 thousand, of which the Company's 
share amounts to USD 180 thousand per year. 

B. On October 17, 2018 the general meeting of the Company approved extending and/or renewing 
the insurance policy, or alternatively if necessary, in a collective insurance policy that includes the 
subsidiaries and affiliates, all or some of them, from time to time, without requiring additional 
approval of the general meeting, with the insurer or another insurer, in Israel or abroad, so that it 
will apply for all the officers of the Company and/or most of its subsidiaries and affiliates, including 
directors and/or officers who are controlling shareholders in the Company or their relatives, at a 
premium and under terms as will be generally accepted at the date of the extension, renewal  or 
replacement of the insurance policy, and in accordance with the framework terms set out in the 
resolution, and provided that the limit of liability of the insurance (in the collective policy) will not 
fall below USD 100 million and will not exceed the amount of USD 250 million per case and per 
period, and the annual premium for the policy will not exceed the amount of USD 1,500 thousand 
per year, and this with the addition of 15% per year, as of July 1, 2020. The Company's future 
engagements in such directors and officers liability insurance policies will be made for a number 
of insurance periods, provided that the aggregate of all insurance periods does not exceed three 
years as of July 1, 2020. 

 

 Delek Group Ltd. 

Date of Signature: May 2, 2020  
 

Names and titles of the signatories: 

Gabriel Last -–  Chairman of the Board of Directors 
Idan Wallace –  CEO 
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Delek Group Ltd 

Annual report for the year 2019 on the effectiveness of internal control for financial 
reporting and disclosure, pursuant to Ordinance 9B(a) of the Securities Ordinances 

(Periodic and Immediate Reports), 1970 

 

Management, under the supervision of the Board of Directors of Delek Group Ltd. ("the Corporation"), is 
responsible for setting and maintaining an appropriate internal control for financial reporting and disclosure in 
the Corporation. 

For this matter, the members of Management are: 

1. Idan Wallace, CEO. 

2. Barak Mashraki - Deputy CEO & CFO.  

3. Leora Pratt Levin, Chief General Counsel 

4. Tamar Rosenberg, Controller 

Internal control of financial reporting and disclosure includes controls and procedures existing in the 
Corporation, which were planned or overseen by the CEO and the most senior financial officer or under their 
supervision, or by whoever fulfills those functions in practice, under the supervision of the Board of Directors 
of the Corporation, and were designed to provide a reasonable measure of assurance as to the reliability of 
the financial reporting and the preparation of the reports in accordance with the provisions of the law, and to 
ensure that information that the Corporation is required to disclose in the reports it publishes in accordance 
with the provisions of the law is collected, processed, summarized and reported on the date and in the format 
laid down in law. 

Internal control includes, inter alia, controls and procedures planned to ensure that the information that the 
Corporation is required to disclose as aforesaid, is accumulated and forwarded to the Management of the 
Corporation, including to the CEO and the most senior financial officer or to whoever fulfills those functions in 
practice, in order to enable decisions to be made at the appropriate time in relation to the disclosure 
requirement. 

Due to its structural limitations, the internal control of financial reporting and disclosure is not intended to 
provide absolute assurance that misstatement in or omission of information from the reports will be 
prevented or will be discovered. 

Management, under the supervision of the Board of Directors, has carried out checks and an assessment of 
the internal controls on financial reporting and disclosures within the Corporation and their effectiveness.  

Assessment of the effectiveness of the internal controls on financial reporting and disclosures that 
Management carried out under supervision of the Board included: Assessment of the risks of reporting and 
disclosure and determination which are the very material processes for financial reporting and disclosure and 
which are the applicable businesses units for assessment of the effectiveness of the internal controls, 
mapping and documentation of the existing controls within the Corporation, assessment of the effectiveness 
of the planning of the controls, analysis of existing control gaps, assessment of the effectiveness of the 
operation of the controls, overall assessment of the effectiveness of the internal control. The assessment 
model for the effectiveness of the internal controls carried out by the Corporation is based upon four 
components as follows: Entry Level Controls, process of preparing and closing the financial statements, 
general audits of IT systems (ITGC), and processes that have been identified by management as particularly 
material procedures for financial reporting and disclosure: Procedure for management of Corporation's cash 
and securities portfolio, and procedure for managing the Corporation's borrowings. The procedures that are 
particularly material in the consolidated financial statements that are prepared by some of the major 
consolidated companies, are: revenues cycle, purchasing and inventory cycles, investment in oil and gas 
exploration and production, insurance reserves and pending claims. 

It should be noted that the effectiveness of the internal control in respect of Chevron North Sea Limited 
(“Chevron”), whose commercial operations were acquired and included in the Corporation’s consolidated 
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commercial operations as of November 8, 2018, has not been completed (is expected to be carried out 
during 2020).  

Based upon the assessment of effectiveness carried out by management under the supervision of the Board 
as detailed above, the Corporation's Board of Directors and management  reached the conclusion that the 
internal controls on financial reporting and disclosures of the Corporation as of December 31, 2019 were 
effective. 
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Declaration of Executives: 

(A) Declaration of the CEO in accordance with Ordinance 9B(d)(1) 

Declaration of Executives 
Declaration of the CEO 

 

I, Idan Wallace declare that:  

 

1. I have reviewed the periodic report of Delek Group Ltd. ("the Corporation") for the year 2019 ("the 
Reports"). 

2. To the best of my knowledge, the reports do not include any representations that is not correct and do 
not lack any representation of any vital, material fact, so that was has been presented, within the 
context in which they have been provided, shall not be misleading in respect of the period covered by 
the reports. 

3. To the best of my knowledge, the financial statements and other financial information in the Reports 
reflect fairly, from all material aspects, the financial condition, the results of operations and the cash 
flows of the Corporation at the dates and for the periods to which the Reports relate. 

4. I disclosed to the auditor of the Corporation , to the Board of Directors, to the Audit and the Financial 
Statements Committees of the Board of Directors of the Corporation, based on my latest assessment 
of the internal control of the financial reporting and disclosure: 

A. all the significant flaws and material weaknesses in the determination or operation of the internal 
control of the financial reporting and disclosure that could reasonably have an adverse effect on 
the ability of the Corporation to collect, process, summarize or report on financial information in a 
way that could cast doubt on the reliability of the financial reporting and the preparation of the 
financial statements in accordance with the provisions of the law; and - 

B. any deception, whether material or not material, in which the CEO or anyone directly subordinate 
to him is involved, or in which other employees are involved who fulfill an important function in the 
internal control of the financial reporting and disclosure;  

5. I, alone or together with others in the Corporation: 

A. I set controls and procedures or ascertained the setting and upholding of controls and procedures 
under my supervision, designed to ensure the material information related to the Corporation, 
including its consolidated companies in their meaning in the Securities (Annual Financial 
Statements) Ordinances, 2010. was brought to my attention by others within the Corporation or 
the consolidated companies, in particular during the period in which the reports were prepared; 
and - 

B. I set controls and procedures or ascertained the setting and upholding of controls and procedures 
under my supervision, designed to reasonably ensure the reliability of the financial reporting and 
the preparation of the financial statements in accordance with the provisions of the law, including 
in accordance with accepted accounting principles; 

C.  I have assessed the effectiveness of the internal controls of the financial reporting and 
disclosures, and in this report have presented the conclusions of the Board of Directors and 
Management in respect of the effectiveness of the said internal controls as of the reporting date. 

 

Nothing in the foregoing shall derogate from my responsibility or that of anyone else in law. 

 

   

May 2, 2020  Idan Wallace 

CEO 
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(B) Declaration of the most senior financial officer pursuant to Ordinance 9B(d)(2) 

Declaration of Executives 
Declaration of the most senior financial office 

 

I, Barak Mashraki, declare that:  

 

1. I have reviewed the financial statements and other financial information of Delek Group Ltd. ("the 
Corporation") for the year 2019 ("the Reports"). 

2. To the best of my knowledge, the financial statements and other financial information do not include 
any representations that is not correct and do not lack any representation of any vital, material fact, so 
that was has been presented, within the context in which they have been provided, shall not be 
misleading in respect of the period covered by the reports. 

3. To the best of my knowledge, the financial statements and other financial information in the Reports 
reflect fairly, from all material aspects, the financial condition, the results of operations and the cash 
flows of the Corporation at the dates and for the periods to which the Reports relate. 

4. I disclosed to the auditor of the Corporation , to the Board of Directors, to the Audit and the Financial 
Statements Committees of the Board of Directors of the Corporation, based on my  latest assessment 
of the internal control of the financial reporting and disclosure: 

A. all the significant flaws and material weaknesses in the determination or operation of the internal 
control of the financial reporting and disclosure insofar as they refer to the financial statements 
and other financial information that could reasonably have an adverse effect on the ability of the 
Corporation to collect, process, summarize or report on financial information in a way that could 
cast doubt on the reliability of the financial reporting and the preparation of the financial 
statements in accordance with the provisions of the law; and - 

B. any deception, whether material or not material, in which the CEO or anyone directly subordinate 
to him is involved, or in which other employees are involved who fulfill an important function in the 
internal control of the financial reporting and disclosure;  

5. I, alone or together with others in the Corporation: 

A. set controls and procedures or ascertained the setting and upholding of controls and procedures 
under my supervision, designed to ensure that material information relating to the Corporation, 
including its subsidiaries as defined in the Securities (Annual Financial Statements) Ordinances, 
2010, insofar as they are relevant to the financial statements and other financial information 
included in the reports, is brought to my knowledge by others in the Corporation and in the 
subsidiaries, particularly during the period of preparation of the Reports; and 

B. I set controls and procedures or ascertained the setting and upholding of controls and procedures 
under our supervision, designed to reasonably ensure the reliability of the financial reporting and 
the preparation of the financial statements in accordance with the provisions of the law, including 
in accordance with accepted accounting principles; 

C.  I have assessed the effectiveness of the internal controls of the financial reporting and 
disclosures, insofar as it is applicable to the financial statements and other financial information 
included in the reports as of the reporting date. 

 

Nothing in the foregoing shall derogate from my responsibility or that of anyone else in law. 

 

   

May 2, 2020  Barak Mashraki 

Deputy CEO and CFO 
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	4. The supply agreements include further provisions, including the following: The right to end the agreement in the event of material breach of liability, the right of the Tamar Partners to supply gas to the buyers from other natural gas sources, comp...
	5. In February 2020, the Tamar Partners informed several more customers of their intention to issue notices regarding the end of the Interim Period set out in the agreements with them, according to the notice periods set out in the agreements.
	6. The agreements are subject to the laws of the State of Israel and interpreted accordingly.
	1. A gas supply agreement between the Tamar Partners and the IEC was signed on March 14, 2012 and amended on July 22, 2012, May 7, 2015 and September 1, 2016 (below in this section: “the Agreement”), among other things, for the exercise of options to ...
	2. The Agreement period will continue until the total contract quantity in the Agreement has been supplied or until July 1, 2028, whichever is earlier, unless the Agreement is terminated earlier by one of the parties or extended, according to the term...
	3. Under the Agreement, IEC has an option to increase the Total Contract Quantity from 78 BCM to 87 BCM and to increase the maximum hourly quantity (below in this section: “the Option”). The Option refers to two periods as follows: (A) Until April 15,...
	4. On April 11, 2013, IEC informed the Tamar Partners that it had decided to exercise the First Option by the end of 2018 and on April 16, 2015, informed them that it had decided to partially exercise the Second Option.
	5. Under the amendment to the gas supply agreement between the Tamar Partners and the IEC, it was agreed that the date for increasing the quantities was set for January 1, 2017 and will continue until the end of 2018.
	6. Based on exercising the increase option set out in subsection 4 above, the minimum annual quantity for billing from the date of commercial operation through to the exercise date of the First Option (meaning December 31, 2016) was 3.5 BCM. The annua...
	7. The gas price is set in accordance with a formula that includes a base price and linkage, based on the US CPI plus 1% per year until 2019 and less 1% per year from 2020 onwards. The gas price for one MMBtu unit in 2011 was calculated in accordance ...
	8. The agreement stipulates two dates when each party may request an adjustment of the price (based on the mechanism set out in the agreement) if that party believes that the contract price is no longer appropriate for a long-term contract with a sign...
	9. If one of the parties to the agreement fails to pay a payment which it is required to pay under the agreement on time, the amount in arrears will accumulate interest at an annual rate equivalent to Libor plus 5% as from the payment date under the a...
	10. IEC or the Tamar Partners may terminate the agreement should the other party take any bankruptcy action (as defined in the agreement) which is likely to have a material adverse effect on the discharge of their obligations pursuant to the agreement...
	11. Under the agreement, should the Tamar Partners fail to supply the gas volume ordered by IEC pursuant to the agreement, and should the non-supply exceed the deviation allowed by the agreement, the Tamar Partners will compensate IEC in the subsequen...
	12. The Tamar Partners operate jointly on issues such as development of the reservoir, the Tamar Partners’ facilities and gas production, delivery and supply according to each of the agreements. Concurrently, it was stipulated that none of the provisi...
	13. According to the agreement, gas is supplied on an hourly basis with a maximum volume per hour, according to procedures and mechanisms set forth in the agreement.
	14. Gas is delivered at the connection point to the INGL pipeline near the receiving terminal or any other connection point agreed between the parties.
	15. The natural gas supplied at the delivery point under the agreement is required to comply with specifications set out in the agreement. IEC has the right to refuse to receive non-compliant gas until such non-compliance is remedied. All disputes bet...
	16. The assignment of the rights and obligations of IEC under the agreement is contingent upon the transferee having the technical and financial ability to meet its obligations under the agreement and also for transferring the proportionate part of th...
	17. IEC or the Tamar Partners, as the case maybe, will be released from liability under the agreement if non-compliance with their obligations under the agreement (including the oblation to make reasonable efforts) stems from a force majeure event, pr...
	18. Any dispute or claim in respect of the agreement will be solved by the decision of an expert on specific issues set out in the agreement (mainly of a professional technical nature), or in arbitration proceedings according to the procedures set in ...
	19. Disputes regarding issues in which the amount in dispute is lower than the agreed threshold set in the agreement will be heard before a single arbitrator, according to the arbitration rules of the Israeli Institute of Commercial Arbitration and th...
	20. On February 14, 2019, the Board of Directors of the Partnership’s general partner approved an amendment to the agreement regarding the price of the gas that will apply until the date of the first adjustment and with respect to the daily quantity o...
	21. With respect to reports of some of the Tamar Partners (Isramco, Tamar Petroleum and Dor) regarding the negotiations between these Tamar partners (and Everest) (in this section below: “the Other Tamar Partners”) and the IEC in connection with the a...
	22. It should be noted that as at the approval date of the report, there is a dispute between the Partnership and Noble and the Other Tamar Partners, regarding the ability of the Other Tamar Partners to compel the Partnership and Noble to agree to the...
	23. On December 2, 2018, IEC sent a request for a proposal to the Tamar and Leviathan partners for the supply of natural gas in an estimated annual quantity of 2 BCM, to be supplied from October 1, 2019 or the date of commencement of gas production fr...
	1. In each of the agreements for the sale of natural gas, the buyers have a take or pay agreement for a minimum annual volume of natural gas according to a mechanism set out in the supply agreement (“the Minimum Quantity”). It should be noted that the...
	2. In accordance with the Gas Outline Plan, each of the buyers in agreements signed until June 13, 2017 and for a term exceeding eight years has an option to reduce the Minimum Quantity to an amount equal to 50% of the average annual quantity actually...
	3. The supply agreements set out a number of preconditions which include, obtaining the required approvals from the buyers regarding the agreement.
	4. The supply agreements include further provisions, including the following: The right to end the agreement in the event of material breach of liability, the right of the Leviathan partners to supply gas to the buyers from other natural gas sources, ...
	1. On June 12, 2019, the Leviathan partners and the IEC signed an agreement for the supply of natural gas, based on the competitive process principles, as set out in section 1.7.14(D)(1)d.22 below, according to which the IEC will purchase natural gas ...
	2. The term of the Supply Agreement started on December 31, 2019 and ends on June 30, 2021 or on the date gas production starts from the Karish reservoir, whichever is earlier, unless the term of the Supply Agreement ends at an earlier date, in accord...
	3. The Supply Agreement sets a fixed gas price that is not linked.
	4. The cumulative revenue from the sale of natural gas to IEC (in relation to 100% of rights in the Leviathan project), as estimated by the Partnership at the date of signing the supply agreement regarding the quantity of natural gas to be purchased b...
	1. The gas supply to the Buyer according to the Amendment to the Tamar-Dolphinus Agreement is on a firm basis (as opposed to supply under the Original Tamar-Dolphinus Agreement, which was on an interruptible basis with an option for the Tamar Partner ...
	2. The total contractual gas quantity that the Tamar Partners undertook to supply to the Buyer under the Amendment to the Tamar-Dolphinus Agreement is 25.3 BCM (“the Total (Firm) Contractual Quantity in the Tamar Agreement”) (instead of 32 BCM under t...
	3. Supply under the Amendment to the Tamar-Dolphinus Agreement will start on June 30, 2020 and will continue until December 31, 2034 or until full supply of the Total Contractual Quantity, whichever is earlier (“the Termination Date of the Leviathan A...
	4. According to the Amendment to the Tamar-Dolphinus Agreement, the Tamar partners undertook to supply  annual gas quantities to the Buyer as follows: (i) In the period beginning on June 30, 2020 and ending on June 30, 2022, 1 BCM per year; and (ii) i...
	5. The Buyer undertook to take or pay for quarterly and annual quantities, in accordance with the mechanisms set out in the Amendment to the Tamar-Dolphinus Agreement, which, among other things, allow the Buyer to reduce the TOP quantity in a year in ...
	6. The price of gas supplied to the Buyer will be calculated by a formula based on the price of a barrel of Brent oil. The Amendment to the Tamar-Dolphinus Agreement includes a mechanism for an update of the price at a rate of up to 10% (addition or r...
	7. The Amendment to the Tamar-Dolphinus Agreement includes standard provisions for termination of the Agreement, as well as provisions in the event of termination of the Amendment to the Leviathan-Dolphinus Agreement due to its breach, and the refusal...
	8. The Partnership estimates that the expected cumulative revenues for all Tamar partners from the sale of natural gas under the Tamar-Dolphinus Agreement may to amount to USD 5 billion. The Partnership’s estimate was based on the assumption that the ...
	1. The total contractual gas quantity that the Leviathan Partners undertook to supply to the Buyer under the Leviathan Agreement Amendment is on a firm basis and it significantly increased to 60 BCM (compared with 32 BCM under the Original Leviathan-D...
	2. The supply under the Amendment to the Leviathan-Dolphinus Agreement started on January 15, 2020 and will continue until December 31, 2034 or until full supply of the Total Contractual Quantity, whichever is earlier (“the Termination Date of the Lev...
	3. According to the Amendment to the Leviathan-Dolphinus Agreement, the Leviathan Partners undertook to supply  annual gas quantities to the Buyer as follows: (i) In the period beginning on January 15, 2020 and ending on June 30, 2020, 2.1 BCM per yea...
	4. The Buyer undertook to take-or-pay for quarterly and annual quantities, in accordance with the mechanisms set out in the Amendment to the Leviathan-Dolphinus Agreement, which, among other things, allow the Buyer to reduce the take or pay quantity i...
	5. The price of gas supplied to the Buyer will be calculated by a formula based on the price of a barrel of Brent oil. The Amendment to the Leviathan-Dolphinus Agreement includes a mechanism for an update of the price at a rate of up to 10% (addition ...
	6. The Partnership estimates that the expected cumulative revenues for all Leviathan partners from the sale of natural gas under the Leviathan-Dolphinus Agreement may to amount to USD 12.5 billion. The Partnership’s estimate was based on the assumptio...
	7. The Amendment to the Leviathan-Dolphinus Agreement includes standard provisions for termination of the Agreement, as well as provisions in the event of termination of the Amendment to the Tamar-Dolphinus Agreement due to its breach, and the refusal...

	1.7.15. Marketing and Distribution
	1. Jordan - To the Company’s understanding, based on independent consulting companies, the gas consumption in Jordan for local use was 4 BCM in 2019, the same consumption as in 2018. Natural gas is the main energy source the production of electricity ...
	2. Egypt - To the Company’s understanding, based on independent consulting companies, natural gas plays a key role in the Egyptian energy market, while natural gas consumption in Egypt is used mainly to produce electricity, but  also for industry and ...
	3. Palestinian Authority - Israel is the main source of electricity to the Palestinian Authority territories (Judea, Samaria and the Gaza Strip). The Palestinian Authority has recently started a process of creating the ability to produce electricity i...
	4. Turkey - In 2018, the natural gas consumption in Turkey was 48.9 BCM and in 2019, 44.8 BCM, a drop of 8.3% compared to 2018. As of the approval date of the report, Turkey is almost completely dependent on importing natural gas and LNG by pipeline t...
	5. Cyprus - As of the approval date of the report, Cyprus is almost completely dependent on imported oil products and electricity production in Cyprus is mainly based (90%) on burning oil-based products, such as diesel fuel. Cyprus also has difficulty...

	1.7.16. Order Backlog
	1.7.17. Competition in the Mediterranean
	1.7.18. Seasonality
	1.7.19. Facilities and production capacity of the Mediterranean reservoirs
	1.7.20. Human resources
	1.7.21. Raw material and suppliers of the Partnership
	1.7.22. Working capital
	1.7.23. Financing
	1.7.24. Taxation
	1.7.25. Environmental risks and means for their management
	1.7.26. Restrictions on and supervision of the Partnerships' operations
	1. Under the Gas Outline Plan, the Partnerships and Noble are required to transfer all their interests in the Karish and Tanin Leases to a third party that is not affiliated with any of the Parties, subject to the approval of the Commissioner of Petro...
	2. The permitted export quota of 47 BCM from Karish and Tanin reservoirs was replaced, as of the date of approval by the Commissioner of Petroleum Affairs, by the duty to supply the domestic market imposed on the Leviathan leaseholders.
	1. The Partnership and Avner  will transfer, within 72 months from the date the exemption under the Economic Competition Law was granted ("the Tamar Effective Date") all their rights in the Tamar and Dalit Leases to a third party that is not related t...
	2. By the Effective Date for Tamar, Noble will submit a binding sales contract to the Commissioner of Petroleum Affairs, such that subsequent to its realization, Noble's rights in the Tamar lease will be no higher than 25% and the excess rights will b...
	3. If all the interests noted in subsections A and B above have not been transferred (the “Transferred Tamar Rights”) by the Effective Date, the unsold Transferred Tamar Rights will be transferred to a trustee (as defined in the Gas Outline Plan), whi...
	4. The consideration for the entire interests of the Partnership, Avner and Noble in Tamar may not be paid in royalties The proceeds may be paid in future installments, provided that the installment milestones are not linked to the prices or volumes o...
	1. Agreements for the supply of natural gas from the Leviathan and Tamar reserves signed after the date of the Government Decision will comply with the following provisions:
	a) No limits will apply to consumers regarding the purchase of natural gas from any other natural gas supplier.
	b) Consumers may resell the natural gas that they purchased pursuant to the terms and provisions set out in the Exemption.
	c) The parties may not impose any limit on the selling price at which the consumer may resell the natural gas.
	2. With regard to agreements for the sale of natural gas from the Tamar reserve that are singed from the date of the Government Decision through to the end of four years from the approval by the Commissioner of Petroleum Affairs for the transfer of th...
	3. With regard to agreements for the sale of gas from the Leviathan reserve that are signed from the date of the Government Decision through the Options Opening Date, the holders of rights in the Leviathan reserve will be required to offer every consu...
	4. On April 2, 2017, the Tamar partners clarified the following in a notice to the Minister of Energy, the Budget Director in the Ministry of Finance, and the Economic Competition Commissioner:
	a) If there is a delay in the initial supply of gas by a new gas supplier, the Tamar partners will allow their customers, in accordance with gas supply agreements signed from the date of the Gas Outline Plan until four years after the Commissioner's a...
	b) The Tamar partners also clarified that they will grant a consumer that is an electricity producer or other consumer wishing to construct new facilities and is forced by the financing requirements of the facilities to sign a long-term gas supply agr...
	1. So long as the holders in the rights in the Tamar and Leviathan leases comply with the terms and conditions of the Government Decision and Exemption under the Economic Competition Law, the provisions of the Commodity and Service Price Control Order...
	2. During the Transition Period, the holders of the Tamar and Leviathan rights, including the Partnerships (below in this section: "Holders of Rights in the Leases") will offer potential consumers the natural gas price and linkage options, as set out ...
	a) A base price that will be calculated according to the weighted average of the prices in the agreements between the leaseholders and their consumers and that is updated in each quarter (according to the formula set out in the Government Decision).
	b) The Brent price per barrel as calculated according to a formula that benefits the consumers that have, at the date of the Government Decision, agreements with the Tamar partners.
	c) For private power producers (conventional or co-generation) that comply with the terms and conditions set out in the Government Decision, other than the alternatives provided in subsections (a) and (b) above, also the alternative that includes link...
	3. The provisions of subsection 2 do not derogate from the obligation of the holders of rights in the Tamar and Dalit Leases to offer Israeli consumers gas at the price fixed in an export agreement in order to meet the conditions for the taxation mech...
	1. A government decision dated June 23, 2013, adopting the majority of the Zemach Committee recommendations (as defined below) and its amendment dated January 6, 2019 (subsequent to the conclusions of the Adiri Commission (as defined below)), among ot...
	2. Furthermore, the decisions stipulated that the Tamar leaseholders will be permitted to use the Mari B rig for the entire term of the Tamar lease for natural gas production or supply to the local market from the Tamar reservoir, subject to the terms...

	1.7.27. Antitrust and Economic Competition Law
	1. shortening the term of the agreement to seven years, from the date of commencement of supply of natural gas; or alternatively:
	2. reducing the volume of gas under the take or pay contingency to a volume equivalent to half of the average annual consumption of the power producer in the three years preceding the date of notice. The reduction of the purchase quantity will take ef...

	1.7.28. Specific legislation applicable to the sector in Israel
	1. The first allocation of natural gas will be to the distribution consumers (as defined in the Emergency Regulations). Such allocation will be carried out based on the maximum volume per hour of the natural gas consumed by the distribution consumers ...
	a) A volume of up to 3,600 MMBTU per hour will be earmarked for distribution consumers (the director general of the Gas Authority may determine how this volume will be divided among the distribution consumers);
	b) A minimum volume of up to 3,600 MMBTU per hour will be allocated as follows:
	2. The remaining volume will be divided between IPPs (consumers of a Defaulting Supplier that are IPPs that produce power capacity exceeding 45 megawatts using natural gas) and consumers who are not power producers, pro rata to the aggregate daily con...
	3. The volume to be divided among the consumers that are not power producers (as specified above) will be determined based on their share of the per hour capacity ordered by each of them, under the transmission agreements they signed with the transmis...
	4. The IEC will offer to sell LNG to consumers that are not power producers, at the price at which it purchased the LNG, with the addition of 10%.
	1. The first allocation of natural gas will be to the distribution consumers. The foregoing allocation will be based on the maximum hourly volume of natural gas consumed by the distribution consumers that received gas from the Default Supplier in the ...
	a) A volume that does not exceed the resulting volume by deducting from 3,600 MMBTU per hour the volume supplied to the distribution consumers by the gas suppliers that are not the Default Supplier, will be earmarked for the distribution consumers;
	b) If the maximum volume exceeds the resulting volume by deducting from 3,600 MMBTU per hour the volume supplied by gas suppliers that are not the Default Supplier of the distribution consumers, a volume of MMBTU 3,600 per hour less the volume provide...
	2. The remaining volume will be split between power producers and other consumers, based on the cumulative daily consumption of each of these consumer groups in the corresponding month in the previous year;
	3. If excess gas supply remains, the Default Supplier may supply natural gas from the field (below: “Additional Volume”), so that the daily surplus volume of gas remaining for supply will be distributed among the power producers and consumers that are...
	4. The volume to be divided among the consumers that are not power producers (as specified above) will be determined based on their share of the per hour capacity ordered by each of them, under the transmission agreements they signed with the transmis...
	1. If the Minister decides, after consulting with the director general of the Natural Gas Authority and director general of the Electricity Authority that the shortage of natural gas caused prolonged or extensive harm to the proper functioning of the ...
	2. The Regulations do not exempt the Default Supplier from its legal obligations or derogate from any remedies and relief provided in the agreement between the Default Supplier and the gas consumer.
	1. Entities applying for new onshore licenses will deposit base guarantees in an amount equivalent to USD 500 thousand. Rules regarding the deposit of base guarantees for new offshore licenses will be set out as part of the procedures for the granting...
	2. Prior to drilling, license holders will be required to provide an additional guarantee in an amount that the Petroleum Commissioner will determine based on the nature of the drilling and the drilling plan. The amount of the additional guarantee for...
	3. The initial validity of the base guarantee for new onshore licenses will be for a period of one year, and the licensee will renew the guarantee each year until the Commissioner gives notice that it is not necessary. Furthermore, the base guarantee ...
	4. The Petroleum Commissioner will determine the amount of the guarantee for petroleum leases while taking into account, inter alia, the development plan, the details of the lease, the stage it is at, the size of the oil field, but in any event the gu...
	5. The foregoing guarantees will remain valid also after the right for which they were given terminates, until the Commissioner advises otherwise, but no longer than 7 years after the right for which they had been provided expires.
	6. If, in the opinion of the Petroleum Commissioner, a petroleum leaseholder failed to act with due caution with regard to the oil lease or caused damage by its actions due to the lease, or failed to expend such expenses or to comply with such obligat...
	7. A petroleum leaseholder will purchase and maintain, at its expense and throughout the entire term of the petroleum lease, all insurances that are customary among international for oil or gas exploration or production companies.
	8. If a petroleum leaseholder fails to comply with the directives, or if it comes to light that the guarantee or insurance that were provided had been revoked or terminated for any reason whatsoever, prior to their renewal, extension or replacement by...

	1.7.29. Additional regulatory restrictions
	1. Natural gas down stream products were defined as natural gas based products the production of which involves a chemical change of a natural gas methane molecule into a different compound or compounds, other than by oxidation (including methanol, et...
	2. The Subcommittee noted that the provision that the sale of natural gas to the down stream product industry will be considered as export has many repercussions, and primarily: repercussions due to the government’s policy on the natural gas sector, i...
	3. The Subcommittee recommended that a fixed volume of up to 1.4 BCM per year of natural gas sold to the down stream product industry be classified as sale in Israel and not for export, in order to allow the industry to continue existing without disto...
	4. The allocation mechanism will be on a “first-come first served” basis, while the condition for receiving the allocation will be presentation of an agreement, or at the very least a signed MOU, regarding the relevant plant. The allocated volume rela...
	5. It was further stipulated that if applications are submitted during the two years following the date of adoption of the government resolution on this matter, for allocation of natural gas to the down stream product industry for a volume exceeding 1...
	6. The Subcommittee noted that the arrangement will be reexamined, together with the government’s entire policy on the issue of the natural gas sector, 5 years after the date of adoption of the government resolution (as set out in subsection J below)
	1. The costs of the offshore section of the pipeline to be constructed in the future, which will begin at the reception terminal in Ashdod and end at the facility connecting to the export facilities of Prima Gas Ltd., will be defined as a combined sec...
	2. The Combined Section and the method of allocating the costs between the exporter and the transmission license holder will be established in a transmission agreement between the transmission license holder and the exporter (the “Transmission Agreeme...
	a) The cost of the section will be determined according to the Council’s decision issued in September 2014. If the transmission license holder and the exporter fail to agree on the cost of the section by May 15, 2020, the Director General of the Natur...
	b) 43.5% of the cost of the section, as will be fixed in accordance with section a. above, will be financed by the transmission license holder .
	c) 56.5% of the cost of the section will be financed by the exporter, based on milestones that will be set in the Transmission Agreement.
	d) In addition, the exporter will pay the transmission license holder an amount of NIS 27 million against its share in the costs incurred due to bringing forward the doubling of the Dor-Hagit and Sorek-Nesher sections (the “Doubling Cost”), which is e...
	e) The exporter will provide the transmission license holder with an independent financial guarantee on behalf of an Israeli bank, for 110% of the aggregate amount of the cost set out in section b. above (the transmission license holder’s share of the...
	f) As long as the exporter exports to Egypt, the volume of natural gas as set in the Transmission Agreement will be transported via the transmission license holder’s pipeline and not via a section outside of the Israeli transmission system.
	g) If the exporter ceases to export to Egypt, it will be required to pay the transmission license holder the difference, if any, between 110% of the total aggregate cost provided in section b. and the total Doubling Cost (i.e. NIS 48 million), and the...

	1.7.30. Material Agreements
	1. Once the preconditions, the main ones which are described in section 4 below, and the terms for closing of the EMG Transaction were met, the Sellers sold the shares they held in EMG and transferred them to EMED, amounting to 37% of the share capita...
	2. The Sellers, the shareholders of the Sellers and the companies related to the Sellers will waive any claim, action, award, ruling, order or remedy they may have against the government of Egypt and companies owned by the government of Egypt, with re...
	3. In return for the Acquired Shares, waiver of their rights under the Arbitration Proceedings, and other rights in accordance with the Share Acquisition Agreements, as set out above, EMED paid the Sellers on date of closing of EMG Transaction, a tota...
	4. Closing of the EMG Transaction underlying the Share Acquisition Agreements was subject to standard preconditions, including: receipt of all the approvals and consents required for the transfer of the Purchased Shares from the Sellers and their regi...
	5. The jurisdiction applicable to Share Acquisition Agreements is UK law. Disputes between the parties will be adjudicated in arbitration in London (according to the rules of the London Court of International Arbitration).
	6. On July 31, 2019, the decision of the Competition Commissioner  was issued in accordance with section 20(b) of the Competition Law, allowing purchase of the interests in the EMG pipeline under the following main conditions:
	a) The Partnership (and any affiliate, as defined in the decision: (an “Affiliate”), Noble (and any Affiliate), EMG and EMED (EMG and EMED hereinafter referred to, jointly and severally, the “Parties”) may not refuse a gas swap application and will su...
	b) The obligation of the Partnership, Noble and the Parties as set out in subsection 1 above is for up to the gas volumes set out in the take-or-pay conditions signed by the Leviathan partners or any one of them and the Tamar partners or any one of th...
	c) EMG will not charge an Egyptian supplier for natural gas that will be swapped under the Gas Swap Arrangement (i.e. a supplier that meets the requirements of the Egyptial law for the export of natural gas to Israel, if any), an amount that exceeds h...
	d) The Partnership, Noble and the Parties may not refuse to provide transmission services via the EMG pipeline to an entity seeking to transport natural gas that does not originate from an Israeli Supplier via the EMG pipeline from Ashkelon to el-ʻArī...
	e) Notwithstanding the foregoing, the duty to provide transmission services will not apply in any of the following cases: (a) the Other Entity refused to sign a transmission agreement with the Parties, despite the verification of the Director General ...
	f) EMED will not exercise the option to extend the Capacity, Lease & Operatorship Agreement by a further ten years without receiving a permit in advance from the Competition Commissioner.
	1. EMED – 39%;
	2. PTT – 25%;
	3. MGPC - 17% (controlled by Dr. Eli Evson);
	4. Egyptian partner - 9%;
	5. EGPC – 10%.
	1. The partnership has to date calculated the market value of royalties from the Tamar project at wellhead according to the method for calculating the market value of the State Royalties and therefore the State Royalties market value calculation also ...
	2. Since the Tamar project began production in 2013, no agreement has been reached between Tamar project partners and the State regarding the method for calculating the market value of the royalty at wellhead, and in practice the Partnership has made ...
	3. For information about the claim for restitution of royalties paid to the State by the Partnerships and Noble for their revenue from the supply of natural gas, from their part in the Tamar Project, to their customers under the Yam Tethys agreements,...

	1.7.31. Legal proceedings
	1.7.32. Business strategy and goals
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	1.8. The Company's Foreign Energy Segment
	1.8.1. General
	1.8.2. Breakdown of resources
	1.8.3. General information about the area of operations
	1.8.4. Ithaca’s oil assets on the UK Continental Shelf in the North Sea.
	1. The prices of oil and petroleum liquids for the purpose of the Cash Flows are based on the future price curve for Brent, and the natural gas price for the purpose of the Cash Flows is based on the NBP  future price curve, with certain adjustments .
	2. The operating expenses data in the Cash Flows are based on Ithaca's actual expenses and Ithaca's estimates. The development expenses figures in the Cash Flows are based on approved operating budgets, internal plans and budgets and the actual costs ...
	3. With respect to tax expenses, it is hereby clarified that Ithaca's tax payments are calculated with regard to all of Ithaca's oil assets, while taking into account the accumulated and transferred loss balances credited to Ithaca. Consequently, for ...

	1.8.5. Oil Assets in the US Gulf of Mexico
	1.8.6. Exploration license in Block 7, in Canada.
	1.8.7. Products and services
	1.8.8. Customers
	1.8.9. Marketing and distribution
	1.8.10. Order backlog
	1.8.11. Competition
	1.8.12. Seasonality
	1.8.13. Production capacity
	1.8.14. Property, plant and equipment
	1.8.15. Human resources
	1.8.16. Raw materials and suppliers
	1.8.17. Working Capital
	1.8.18. Financing
	1. Additional borrowing - the RBL Facility includes a restriction on additional borrowing other than certain types of credit that are classified as permitted under the terms of the Facility;
	2. Sale and purchase of assets - Ithaca and the Ithaca Group companies may not sell the assets with regard to their underlying reserves the RBL Facility was granted. Ithaca may also not purchase new assets, other than in circumstances under which such...
	3. Liens and guarantees - Ithaca is not permitted to create liens on its assets, provide guarantees or provide loans unless in certain exceptional cases stipulated in the RBL Facility.
	4. Restrictions on distribution or payment of dividends, as set out below.
	1. All payments that Ithaca undertook under the terms of the RBL Facility were paid in full.
	2. Value of collateral provided is sufficient to cover the balance of the debt.
	3. Ithaca’s cash flows do not indicate lack of financial ability to support its operations.
	4. Transfer of an amount of USD 64 million of the balance of the debt with regard to the acquisition of additional interests in the GSA Project from Petrofac. For further information, see also section 1.8.4(D)(2) above.
	5. Distribution is permitted under the terms of the Company’s debentures.
	1. The total amount of sources should be above the total expected uses for the next 12 months (or for a longer period to start production from the development, if possible). Compliance with this criterion is tested according to the liquidity test ever...
	2. The ratio between the net present value of the secured cash flows under the RBL Facility for the life of the projects and the amount drawn under the RBL Facility will not fall below 1:1.15.
	3. The ratio between the net present value of the secured cash flows under the credit facilities for the life of the RBL Facility and the amount drawn under the credit facility will not fall below 1:1.05.
	4. Failure to comply with each of the foregoing criteria constitutes an event of default for which the debt will be called for immediate repayment.
	1. Additional borrowing - Ithaca and Ithaca Group companies may not take additional borrowing other than the types of credit classified as permitted in the terms of the debentures;
	2. Sale and purchase of assets - the ability of Ithaca and the Ithaca Group companies to sell their assets is restricted to a threshold defined in the terms of the debentures.
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