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Update of Chapter A (Description of the Company’s Business) 
to the 2019 Periodic Report1  

of the Delek Group Ltd. ( "the Company")  

Part One – Description of the General Development of the Company's Business: 

A. Referring to Section 1.3 of the Periodic Report - Investments in Company Equity 

1. On May 17, 2020, the Company offered to the public, by way of a shelf offering, between 500,000 and 
2,000,000 ordinary shares in the Company; between 120,000 and 480,000 warrants (Series 7) 
exercisable into ordinary shares; and between 120,000 and 480,000 warrants (Series 8) exercisable 
into ordinary shares ("the Offered Securities"). Between 20,000 units and 80,000 units were offered in 
the Offered Securities, by way of a tender on the unit price. Each unit was composed of 25 ordinary 
shares at a price of NIS 100 per share, 6 warrants (Series 7), and 6 warrants (Series 8), for no 
consideration. Following the results of the tender for these units, the Company allocated 1,371,350 
ordinary shares, 329,124 warrants (Series 7) and 329,124 warrants (Series 8). The Company's total 
gross proceeds amounted to NIS 137 million. For more information, see the Company’s immediate 
reports of May 17, 2020 (ref. no. 2020-01-048828) and May 18, 2020 (ref. no. 2020-01-049647), 
included here by way of reference.  

2. For information on changes to the Company's authorized capital, see the immediate reports 
summoning a general meeting, of May 27, 2020 (ref. no. 2020-01-054006) and the immediate reports 
of June 23, 2020 (ref. no. 2020-01-057082, 2020-01-057112, and 2020-01-057139), included here by 
way of reference. 

B. Referring to Section 1.6.6. of the Periodic Report - Economic Conditions and Impact of 

External Factors and Section 1.16 to the Periodic Report - Financing 

In June 2020, the Company signed agreements with several of its financial creditors, as follows: 

1. Amendment to the deeds of trust between the Company and holders of its various debenture 
series  

On June 17, 2020, a meeting of the holders of the Company's various debenture series approved an 
amendment to the deed of trust for each of the Company's debenture series. The amendment includes 
(among other things) the following: 

1.1 Capital raising - The Company undertook to raise a cumulative amount of NIS 500 million in 
capital by April 8, 2021, subject to such milestones as agreed. Of this amount, in May 2020 the 
Company raised a total of NIS 137 million, as detailed in Section A above. 

1.2 Negative pledge, ban on advancing payments, and other obligations - The Company undertook 
that, in the effective period, the Company and private companies under its control: 

1.2.1 will not create any pledges, will not increase amounts subject to existing pledges and 
will not grant any guarantees, except for such pledges and guarantees which the 
amended deed specifies as being excluded from this obligation. 

1.2.2 Will not pay creditors at a date earlier than the date of record applicable to any payment 
according to the amortization schedule set with that creditor, except for such payments 
which the amended deed specifies as being excluded from this obligation. 

1.2.3 Will not transfer funds and/or assets to Ithaca Companies and/or their creditors and will 
not assume liabilities and/or guarantees in connection with Ithaca Companies and/or 
their debts, except for such payments which the amended deed specifies as being 
excluded from this obligation and/or which the Company may perform. 

 

1  The update contains material changes or developments in the Company's business from the publication date of the 
periodic report for 2019 as published on May 3, 2020 (ref. no. 2020-01-043356) ("the Periodic Report") and up to 
immediately prior to the date of this report, in any matter requiring disclosure in the Periodic Report. The updated 
relates to the section numbers in Chapter A (Description of the Corporation’s Business) of the Periodic Report, and 
supplements the content disclosed therein.  
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The amended deed specifies that the "Effective Period" is the period from the approval 
date of the amended deed and 7 days after the date on which the Company will issue 
an immediate report stating that the Expiration Condition had been met; The Expiration 
Condition means that, as of that date, the following conditions have been met: (a) the 
Company's equity in its statements and the previous quarter's statements exceeds the 
higher of either: (i) NIS 2.8 billion less any cash amount raised by the Company as 
capital in excess of the amounts required to be raised as detailed in Section 1.1 above; 
(ii) NIS 2.1 billion; (b) the equity to balance sheet total ratio in the Company's separate 
statements and the previous quarter's statements is no less than 22.5%; (c) the rating 
for the Company's debentures is at least A (S&P Maalot scale); Ithaca Companies, 
meaning DKL Investments Limited ("DKL") and all companies under its control.  

1.3 Pledges - A Company undertaking to create to the trustees and holders of the Company's 
debentures a pledge over the Group's various assets, including the following assets: (a) 
participation units granting rights to the limited partner's rights in Delek Drilling Limited 
Partnership ("the Partnership"), accounting for 40% of the Partnership's capital (as of the 
reporting date, 10.7% of the Partnership's capital has been pledged to the trustees, and the 
Company has committed to completing the pledge of the said number of units by October 30, 
2020). Starting from January 1, 2022, the Company may be entitled to demand the release of 
some of the participation units pledged to the debenture holders, in such amounts and subject 
to such terms as specified in the amended deed; (b) shares and rights in various Company-
controlled companies; (d) Delek Financial Investments Ltd.'s assets (Company debentures and 
shares); (e) the Group's rights to overriding royalties from Leviathan and pursuant to the May 
25, 2020 agreement to sell the overriding royalties from Karish and Tanin; (f) rights under loans 
issued to third parties. 

For information concerning the assets pledged under the amended deed and details of bank 
credits and pledged participation units, see the Company’s immediate report of June 14, 2020 
(ref. no. 2020-01-061782), included herein by way of reference.  

1.4 The amended deed specifies that the trustee and the debenture holders will have grounds to 
call for immediate repayment if the Company fails to receive, by the dates specified in the 
amended deed, such cash amounts from Delek Petroleum Ltd. and/or other sources as detailed 
in the amended deed, to the cumulative amount of NIS 800 million. This amount is first to be 
used to repay debts to the Banks, the Company’s secured creditors, should such debts not have 
been settled by that time (and upon such payment the Partnership’s participation units will be 
released from their pledge as detailed in Section 3.5 below). 

1.5 Grounds for immediate repayment - the amended deed specifies that: 

1.5.1 In the period until May 31, 2021, the trustee and the debenture holders will not call for 
immediate repayment of the debentures on grounds based solely on the state of the 
Company's business as it was at the time of the amended deed's publication and/or on 
grounds concerning a low rating of the Company's debentures.  

1.5.2 As of the publication date of the first quarter statements in 2021, the grounds for 
immediate repayment specified in the deeds of trust concerning low equity - shall not 
apply. For statements from the second quarter of 2021 and until the annual statements 
for 2023, the debenture holders will have grounds for immediate repayment if the equity 
after deducting additional capital arising from revaluations and equity as presented in 
the statements are lower than the levels specified in the amended deed for these 
purposes. From the statements for the first quarter of 2024 onwards, the debenture 
holders will have ground to call for immediate repayment if the equity presented in the 
Company's statements falls below NIS 2.6 billion. 

1.5.3 Until the publication date of the first quarter statements in 2021, the grounds for 
immediate repayment specified in the deeds of trust concerning the equity to balance 
sheet ratio - shall not apply. For statements from the second quarter of 2021 and until 
the annual statements for 2023, requirements have been specified for the equity to 
balance sheet ratio. Should the company fail to meet these requirements for two 
consecutive quarters, the holders will have grounds for immediate repayment. From the 
statements for the first quarter of 2024, the debenture holders will have grounds to call 
for immediate repayment should the equity to balance sheet ratio according to the 
Company's separate statements fall below 20% for two consecutive quarters. 
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1.6 The amended deed includes additional declarations and obligations for the Company, including: 
(a) concerning uses for proceeds from capital issuances and/or dividends and/or sales and/or 
pledges of certain assets; (b) an obligation not to deposit monies and/or securities with the 
creditor banks of the Company or companies under its control, except for certain permissible 
exceptions; (c) an obligation not to acquire assets and/or make investments and/or assume 
credit and/or assume fiscal liabilities toward financial creditors and/or change the terms of 
certain credit agreements, except for certain permissible exceptions; (d) in the Effective Period: 
the Company's general and administrative expenses will not exceed such amounts as specified, 
the Company will not make distributions, the Company and companies under its control will not 
undertake transactions in which the controlling shareholder has a personal interest (except for 
officers' insurance and existing contracts as disclosed in the statements), the Company and 
private companies under its control will neither sell nor buy Company debentures; (e) 
obligations to provide the trustees with various notices; (f) an obligation to cover the fees and 
expenses of the trustees and their agents. It was furthermore agreed that a violation of any of 
the Company's obligations under the amended deed of trust would grant the trustees and the 
debenture holders grounds to call for immediate repayment, and a right to exercise all sureties 
provided to the trustees.  

For more information about the amendment to the deed of trust, see the Company’s immediate reports 
of June 14, 2020 (ref. no. 2020-01-061782), June 15, 2020, (ref. no. 2020-01-062244), June 16, 2020, 
(ref. no. 2020-01-062382), June 17, 2020, (ref. no. 2020-01-062943) and June 21, 2020 (ref. no. 
2020-01-064374), included herein by way of reference. 

2. Company agreements with additional creditors 

Near the date of the debenture holder meeting's approval, the Company signed a consortium 
agreement as detailed in Section 3.1.5 to the amended deed of trust and as detailed in Section C.2 
below. The Company also signed the Herzliya financing agreement, as detailed in Section 3.1.6 to the 
amended deed of trust. For more information, see the Company’s immediate report of June 17, 2020 
(ref. no. 2020-01-063078). 

3. Deed of consent with the banks  

On June 15, 2020, the Company, Delek Energy Systems Ltd. ("DES"), and DKL (jointly - "the 
Companies") signed a deed of consent with various banks which had provided the Company and/or 
DES credit facilities secured by a lien on the Partnership's participation units, and with a foreign bank 
which had provided a loan to DKL ("the Banks"). The deed of consent provides, among other things, 
the following: 

3.1 Pledge of shares in Delek the Israel Fuel Corporation Ltd. ("Delek Israel") to the Banks - A 
Company subsidiary would pledge to the Banks all of its holdings in Delek Israel shares. The 
Company would act to sell shares in Delek Israel, and the proceeds from such sales and/or 
dividends received from the pledged shares would serve to repay the Banks' credit facilities, 
proportionally to each bank's relative share in the overall credit balance. A trust company was 
consensually appointed as trustee for the Banks and the Companies ("Trustee for the 
Collateral"). 

3.2 Suspension of conditions:  

3.2.1 In the period until September 30, 2020 ("the Suspension Period"): (a) the Companies 
would not be required to supplement their collateral to the Banks, even upon the 
collateral's impairment; (b) the Banks would not take legal action against the 
Companies pursuant to their credit agreements; (c) loans extended by the Banks would 
not be called upon for immediate repayment, and the credit facilities would remain in 
effect as per their actual utilization; and (d) the Banks would not take action to exercise 
the collateral.  

3.2.2 The Suspension Period may be extended until October 30, 2020 subject to certain 
conditions as specified in the deed of consent, including iif by September 30, 2020: a 
binding agreement would be signed for selling Delek Israel which would allow full 
repayment of the debt to the Banks, the Company presents high-certainty cash flow 
sources which would allow payments to be made to holders of debentures due for 
payment on October 31, 2020, and repayment to the Banks of at least 50% of the credit 
balance at the deed of consent's signature date. 
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3.2.3 The deed of consent specified certain events, which would entitle each of the Banks to 
revoke the suspension and take all actions available to it, including calling for all of the 
debt due to it for immediate repayment, and to act to exercise the pledge over Delek 
Israel and to exercise those participation units pledged to it ("Termination Event"), 
including: if the Companies fail to pay the Banks any amount due for payment; if the 
Companies violate any obligation under the deed of consent and/or its appendices 
and/or the amendment to the deed of trust with the debenture holders and/or any other 
obligations undertaken by DES to a foreign bank; if bankruptcy proceedings have been 
brought against the Companies; if a decision is made in a meeting of the holders of any 
debenture series to call for immediate repayment of the debt owed to them or if the 
amendment to the deed of trust with the debenture holders is annulled by any of the 
debenture holders; if the price for participation units falls below the price specified in the 
deed of consent and the collateral ratio falls below the ratio specified in the deed of 
consent (“the Covenant”); if it is found that any of the Companies' declarations or 
representations in the deed of consent and/or its appendices were inaccurate in a 
manner which undermines the pledge over Delek Israel's shares; if an application is 
filed for temporary or permanent foreclosure and/or if a temporary or permanent 
foreclosure is imposed on Delek Israel's shares and is not deleted or withdrawn within 
30 days; if any of the Banks announce the cancellation of the suspension due to any of 
the aforesaid events. 

As of the date of approval of the financial statements no Termination Event had 
occurred. It is emphasized that against the background of the drop in the price of the 
participation units of the Partnership, which occurred after the deed of consent became 
effective and the fact that the stock exchange price of the units, at the publication date 
of the financial statements, was coming close to the price stipulated in the Covenant, 
the Company is working to reduce the said debt to the banks, in the immediate term, in 
accordance with the plan with the debenture holders and the banks, so that if the price 
of the units continues to decline, this will not be grounds for non-compliance with the 
Covenant. 

3.3 Current maturities and advanced payments: 

3.3.1 In the Suspension Period, the Companies will continue to meet their current maturities 
of interest payments to the Banks, as specified in their respective agreements.  

3.3.2 The Company will provide the Trustee for the Collateral, for repaying the Banks' credit 
facilities, up to 75% but no less than 50% of the amounts received and/or as will be 
received by the Company from the Company's capital raising in May 2020 and any 
additional capital raising activities in the Suspension Period. It was further stipulated 
that the Company would see to the transfer to the Trustee for the Collateral, for 
repayment of the Banks' credit facilities, up to 75% but no less than 50% of such 
amounts as the Company shall receive from the sale of the overriding royalty from 
Karish and Tanin. 

3.4 End of the Suspension Period:  

3.4.1 If, at the end of the Suspension Period, Delek Israel's shares have not been sold or the 
Banks' credit facilities have not been repaid in full, and if any event transpires entitling 
the Banks to terminate the Suspension Period - the Banks may act to exercise their 
pledge over Delek Israel.  

3.4.2 At the end of the Suspension Period, the provisions of the present credit documents 
with the Banks will continue to apply (except as concerns the credit facilities which will 
amount to the actual credit utilization). The above notwithstanding, the Banks will not 
call for immediate repayment of the credit facility on grounds constituting breach events 
as mentioned in the credit documents and which occurred before the end of the 
Suspension Period nor will they cancel the credit facilities before the final repayment 
date of such credit facilities, subject to compliance with the following cumulative terms: 
(1) by the end of the Suspension Period the Banks have been repaid at least 60% of the 
credit facility as at the time of signing the deed of consent; (2) the Companies comply 
with the financial ratios (LTV ratio) specified in the credit documents signed with each of 
the Banks. 
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3.5 Release of participation units: 

3.5.1 It has been agreed that, simultaneous to the credit facilities to the Banks being repaid 
(from sources other than proceeds from Delek Israel assets or shares), the Banks will 
release participation units to such calculated amounts as that immediately after such 
release, the collateral ratio will meet the conditions specified in the deed of consent. 
According to the irrevocable authorizations which the Companies granted the Trustee 
for the Collateral, the Trustee for the Collateral will transfer participation units which 
have been released as aforesaid to the trustee for the debenture holders, and they will 
be pledged to the debenture holders, up to an amount accounting for 40% of Delek 
Drilling's units. Any participation units released in excess of this amount will be 
transferred to the Companies. 

3.5.2 As concerns repayment of credit facilities to the Banks from proceeds on Delek Israel 
assets or shares, it has been agreed that at the end of the Suspension Period the 
Banks will release such calculated number of participation units so that immediately 
upon their release the collateral ratio will meet the conditions specified in the deed of 
consent. The aforesaid notwithstanding, if the suspension is revoked following a 
Termination Event, the participation units will only be released after exercising the lien 
on Delek Israel shares. 

For more information about the plan agreed upon with the Banks, see the Company's immediate reports of 
June 4, 2020 (ref. no. 2020-01-057492), June 14, 2020, (ref. no. 2020-01-061782), June 15, 2020, (ref. no. 
2020-01-062244), June 16, 2020, (ref. no. 2020-01-062382) and June 21, 2020 (ref. no. 2020-01-064374), 
included herein by way of reference. 
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Part Three – Description of the Company’s Business by Operating Segment: 

A. Energy operations in Israel  

1. Referring to Sections 1.7.1(d) and 1.7.1 to the Periodic Report - Sale of Rights to Overriding 
Royalties from the Karish and Tanin Leases 

On May 25, 2020, the Company and Delek Energy signed an agreement with a third party to sell all of 
the Company's and Delek Energy's rights to overriding royalties from 26.4705% (of 100%) of the rights 
to the I/17 Karish and I/16 Tanin leases, currently held by Energean Israel Limited, on oil and/or gas 
and/or other valuable materials produced and recovered from the leases (excluding the Partnership's 
rights to royalties). For more information, see the Company’s immediate reports of May 17, 2020 (ref. 
no. 2020-01-048609) and May 25, 2020 (ref. no. 2020-01-052266), included herein by way of 
reference. 

2. Referring to Sections 1.7.2(f), 1.7.4(j)3(f), 1.7.5(k)(1)f, 1.7.5(k)(1)g, and 1.7.5(k)(1)h to the 
Periodic Report - COVID-19 Epidemic and Its Possible Effects on the Partnership's Business. 

A. Referring to  the above sections to the Periodic Report, and Section 12.4 to the Company's shelf 
report of May 17, 2020 (ref. no. 2020-01-048828), concerning the outbreak of the COVID-19 
epidemic and its possible effects on the Partnership's business ("the COVID-19 Epidemic") - In 
the first quarter of 2020, international markets saw extreme volatility and extremely sharp drops in 
oil and natural gas prices. The Partnership estimates that these can be attributed to the COVID-
19 Epidemic, as well as other reasons and factors affecting supply and demand for energy 
products.  

B. As a result of the COVID-19 Epidemic, recent months have seen a significant decrease in natural gas 
sales from the Tamar and Leviathan reservoirs, as compared to the Partnership's forecasts presented 
in the discounted cash flows for the Leviathan and Tamar reservoirs and as of December 31, 2019 
(see Sections 1.7.4 and 1.7.5 to the Periodic Report ( "the Cash Flows as of December 31, 2019"). 

In the first quarter of 2020, the Leviathan and Tamar reservoirs sold 1.6 BCM and 2 BCM (100%), 
respectively, of natural gas. For more information concerning production data for the first quarter 
of 2020, see Sections 21 and 22 below. In the second quarter of 2020, natural gas sales from the 
Leviathan and Tamar reservoirs are expected to total 1.4 BCM (100%) each. These data are 
based on actual sales from April 1, 2020 to mid-June 2020, and on the Partnership's estimates for 
sales expected in the second half of June 2020. 

C. According to the Partnership's current assessments, as of the reporting date, based on the production 
profile of 2P (Proved + Probable) reserves, natural gas sales (100%) from the Tamar Project may total 
7.8 BCM and 8.2 BCM in 2020 and 2021, respectively; and 7 BCM and 8.8 BCM, respectively, from 
the Leviathan Project. The average gas price for each of the reservoirs is USD 5 / MMBTU. 

D. As of the reporting date, the Partnership is continuing to review the assumptions underlying the 
Cash Flow as of December 31, 2019. This includes, among other things, reviewing demand for 
natural gas in the domestic and regional markets, expected sales volumes, expected gas and 
condensate prices, expected production and CAPEX costs. This review is being carried out to 
update the projected cash flows for the Leviathan and Tamar reservoirs. After completing its 
reviews as aforesaid, the Partnership expects to publish in the next few weeks updated resources 
reports, which include updated discounted cash flow projections. Once the Partnership issues 
these updates, they will be published by the Company. 

Warning concerning forward-looking information – The above assessments concerning the 
Partnership's revenues from selling natural gas produced from the Leviathan and Tamar 
reservoirs in 2020 and 2021, and concerning the decrease in the total value of the cash flows, 
constitute forward-looking information as defined in Section 32A to the Securities Law, 1968 
("the Securities Law"). This information is based on a series of assumptions concerning future 
sales volumes of natural gas, over the cash flow period, and their selling prices. Actual 
production and sales volumes for natural gas and condensate, and actual selling prices, may 
differ and even differ materially from the assumptions used in the Partnership's calculations 
including, among other things, due to market supply and demand conditions or future 
commercial terms or due to the reservoirs' actual performance, or other factors which are 
outside the Company’s and/or Partnership's control and so remain uncertain. It is thus 
emphasized that the above information may be updated as new information is received, and 
subject to various factors which are outside the Partnership's and/or Company's control. 
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3. Referring to Sections 1.7.4(d), 1.7.5(d), and 1.7.6(g) to the Periodic Report - Work Plan for 
Cutting Operating and Investment Budgets 

As part of their strategy for managing the COVID-19 Epidemic, the Tamar partners, Leviathan 
partners, and Block 12 partners in Cyprus, including the Partnership, have worked to streamline and 
cut operating budgets and postpone planned investments to later years. The partners in the above 
projects have accordingly approved updated budgets for 2020, so that the overall decrease totaled 
USD 131 million (100%; Partnership's share - USD 41 million), as follows: Tamar Project - a decrease 
of USD 63 million (100%; Partnership's share - USD 14 million); Leviathan Project - a decrease of 
USD 45 million (100%; Partnership's share - USD 20 million); Block 12 Project in Cyprus - a decrease 
of USD 23 million (100%; Partnership's share - USD 7 million). The Partnership and its partners in the 
projects, continue to work to expand the budget cut-back plan to the coming years as well. 

4. Referring to Sections 1.7.7, 1.7.8, and 1.7.30(l) to the Periodic Report - 405/Ofek Hadash and 
406/Yahel Hadash Licenses ("Ofek Hadash License" and "Yahel Hadash License", respectively; 
jointly - "the Licenses")  

A. On April 5, 2020, approval was received from the Ministry of Energy's Oil Commissioner 
extending the Licenses until June 20, 2021, and for the updates to the Yahel Hadash License 
work plan, as follows:  

Term Key milestones in the Yahel Hadash License's work plan  

2020 onward • By January 1, 2021 - filing a drilling plan for the Commissioner's approval 
• By June 1, 2021 - start of drilling operations 

• Three months from completion of drilling - submitting a summary report 

 

B. On June 9, 2020 the Oil Commissioner's approval was received for the updates to the Ofek 
Hadash License work plan, as follows: 

Term Key milestones in the Ofek Hadash License's work plan  

2020 onward • By June 20, 2020 - Beginning of on-site activities for production testing, filing a 
signed contractor agreement, and filing a final engineering plan.2 

• By August 1, 2020 - start of production testing 

• Three months from completion of production testing - submitting a summary report.  

 

Warning concerning forward-looking information - The above description concerning planned 
activity in the Licenses, including the schedules for planned activities in the Licenses, 
constitutes forward-looking information as defined in Section 32A to the Securities Law, which 
is based on information received by the general partner in the Partnership from the operator 
for the Licenses (SOA). Planned activities in the Licenses and their schedules may differ 
materially from the above and depend, among other things, on suitable decisions being 
adopted by the partners in the Licenses, receipt of approvals as required by law, completion of 
detailed planning for the various activity components, receipt of bids from contractors, 
changes in global vendor and raw material markets, applicable regulation, technical 
capabilities, and economic viability.  

5. Referring to Section 1.7.9 to the Periodic Report - 367/Alon D License ( "Alon D License") 

Concerning the appeal by the partners in the Alon D License (the Partnership and Noble Energy 
Mediterranean Ltd. ("Noble")) to the Energy Minister of the Oil Commissioner's decision not to extend 
the license or grant the partners in the license a new, alternative license without a competitive 
process, in which the Minister was asked, among other things to reverse the Oil Commissioner's 
aforesaid decision and order the extension of the Alon D License (in this Section - "the Appeal"), it is 
noted that on April 12, 2020, the Energy Minister denied the Appeal and decided that the license-
holders had failed to meet their obligations to perform an environmental survey, and so the license 
should not be extended. On June 18, 2020, the partners in the license petitioned the Supreme Court, 

 

2  It is noted that, on June 14, 2020, the operator in the license began works on-site in preparation for production 
testing. At the same time, on June 18, 2020 the operator in the license applied to the Oil Commissioner for an 
extension in the deadline for filing a signed contractor agreement and for filing the final engineering plan. As of the 
reporting date, the Oil Commissioner's approval of the application has not yet been received.  
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in its role as High Court of Justice. In this petition, the Court was asked to issue a conditional order 
instructing the Minister and the Oil Commissioner to explain why the Minister's decision to deny the 
Appeal should not be annulled; why the license should not be extended or the license-holders not be 
granted another, alternative license; and why the license-holders should not be allowed to exercise 
their economic rights to the natural gas in the Karish North reservoir, part of which is located inside the 
license area. An interim injunction was also requested, preventing the license from expiring, or 
alternatively preventing the start of a competitive process for granting a new license to the license area 
(or any part thereof) or granting such a license to any third party until the petition had been decided. A 
temporary injunction was also requested until a decision is made concerning the interim injunction. 
The same day, a decision was handed down instructing the Minister and Oil Commissioner to submit 
their response to the motion for an interim injunction by June 28, 2020. As part of this decision, the 
Court denied the application for a temporary injunction, and so the license expired on June 21, 2020. 
On June 23, 2020, the Ministry of Energy announced a competitive process for a natural gas 
exploration license in the area on which the Alon D License was located. On June 24, 2020, the 
partners in the Alon D License filed a notice to the Court updating that the Ministry of Energy had 
initiated such a competitive process, arguing that such action only increased the need for an interim 
injunction and asking the Court to set a date to hear the motion. 

6. Referring to Section 1.7.10 to the Periodic Report - Agreement to Supply Natural Gas from the 
Leviathan Project to Yam Tethys Customers 

On May 3, 2020, the Company, Partnership, Noble, and Ratio OIl Exploration (1992) Limited 
Partnership signed a natural gas supply agreement, whereby gas would be supplied from the 
Leviathan Reservoir to Yam Tethys customers. For more information, see Note 5H to the financial 
statements below. 

7. Referring to Sections 1.7.11 and 1.7.30(m) to the Periodic Report - the I/16 Tanin and I/17 Karish 
Leases (jointly - "the Leases")  

In April 2020, Energean plc ("Energean") issued an update concerning the resources attributed to the 
Karish North reservoir in the I/17 Karish lease. According to this update, the best estimate reserves for 
the Karish North reservoir totaled 1.2 TCF (33.7 BCM) of natural gas, and 39.4 mmbbl of hydrocarbon 
liquids. This compares to the previous estimate as indicated in Section 1.7.11(c) to the Periodic 
Report. In June 2020, Energean also issued an announcement indicating that it expects supply of gas 
from the Karish reservoir to begin in the third quarter of 2021. It is further noted that, in April 2020, 
Energean and the Partnership exchanged letters concerning the Partnership's rights to royalties from 
the Leases. Energean argues, among other things, that its obligation to pay royalties does not apply to 
hydrocarbons from the Karish North reservoir, and that not all hydrocarbon liquids that will be 
recovered from the Karish lease will meet the definition for condensate under the agreement for selling 
the Partnership's rights in the Leases. Based on its various consels, the Partnership is of the position 
that, under the agreement for selling the Partnership's rights in the Leases, the royatly documents, and 
the entry in the oil registry, Energean's obligatoin to pay royalties applies to all natural gas and 
condensate produced by the Leases, including from the Karish North reservoir. Furthermore, the 
Partnership claims that all hydrocarbon liquids which may be produced from the Leases constitute 
condensate as defined in the agreement.  

8. Referring to Section 1.7.14(d) to the Periodic Report - GSPAs for the Leviathan Project 

In the first quarter of 2020 and up to near the publication date of this report, the Leviathan partners 
signed several agreements to supply natural gas to the domestic market. These include an agreement 
to supply immaterial quantities of gas to the operator of a power plant that will be built adjacent to the 
Soreq B seawater desalination plant.  

9. Referring to Section 1.7.14(d)(1)d22 to the Periodic Report - Dispute between the Partnership 
and Noble and the Other Tamar Partners 

For information concerning notice sent by representatives of the Ministry of Energy, the Ministry of 
Justice Economic Department for Legislative Consulting, the Ministry of Finance, and the Competition 
Authority ("the Regulators") on April 13, 2020 stating, among other things, that the Tamar partners had 
been granted a short period of time to amend their internal arrangements so as to guarantee that the 
Partnership, Noble and Isramco Negev 2 Limited Partnership would not hold a veto right over 
decisions to market gas from the Tamar Reservoir, and concerning submission to th Regulators of a 
consensual principle outline for joint marketing from the Tamar Reservoir following the Regulators 
notice as aforesaid, and for updates concerning agreements to supply gas to Israel Electric 
Corporation Ltd. ("IEC") from the Tamar and Leviathan reservoirs - see the Company's immediate 
report of May 31, 2020 (ref. no. 2020-01-054747), included herein by way of reference. As of the 
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reporting date, the principle outline has not yet been approved by the Regulators, and discussions with 
IEC have not yet been completed concerning the application of these understandings. There is thus 
no guarantee that the principle outline will be accepted by the Regulators or that the understandings 
will mature into a binding agreement. 

10. Referring to Section 1.7.14(d)(2)c to the Periodic Report - Information concerning a Gas Supply 
Agreement between the Leviathan Partners and IEC 

As concerns the gas supply agreement between the Leviathan partners and IEC, it is noted that, to the 
best of the Partnership's knowledge, IEC purchased several shipments of liquid natural gas ("LNG") 
from an outside source. The Leviathan partners argue that such purchase violates the said agreement. 
As such, the Leviathan partners contacted IEC and demanded that the agreement's dispute resolution 
clauses be exercised.  

In this regard, it is noted that, on May 31, 2020, the Ministry of Energy's Natural Gas Authority issued 
an open call to select an organization to buy 25% of the LNG quantities purchased by IEC, which 
could reach up to 3,500,000 MMBTU and an overall value of NIS 40 million. This organization would 
then sell the LNG quantities to industrial and distribution customers. On June 14, 2020, it was 
announced that Dor Alon Gas Technologies Ltd. ("Dor") had been selected as the organization that 
would buy the surplus LNG quantities. At the same time, the Natural Gas Authority director approved 
the sale and marketing of natural gas by IEC to Dor.  

11. Referring to Section 1.7.14(d)(2)a to the Periodic Report - Natural Gas Export Agreements 
between the Leviathan Partners and Jordan's National Power Company (NEPCO) ( "the Export 
Agreement") 

Concerning the November 9, 2019 agreement between the Leviathan partners (including the Partnership) 
and NBL Jordan Marketing Limited, a wholly-owned subsidiary of the Leviathan partners ("the Marketing 
Company") to assign amounts receivable by the Marketing Company, its liabilities, risks, and costs in 
connection with the Export Agreement ("the Assignment Agreement"), it is noted that on April 14, 2020, an 
offtake intercreditor and security trust deed was signed between the Marketing Company, the Leviathan 
partners, and HSBC Corporate Trustee Company (UK) ("HSBC"), to secure the Marketing Company's 
obligations toward the Leviathan partners under the Assignment Agreement. Under this agreement, HSBC 
will serve as trustee for the collateral and obligations prescribed under the Export Agreement.  

12. Referring to Sections 1.7.14(e)(1), 1.7.14(e)(2), and 1.7.15(b)(2)b to the Periodic Report - 
Agreements to Export Natural Gas from the Tamar and Leviathan Projects to Egypt and to 
Supply to Egypt through Existing Infrastructure  

The operator for the Leviathan and Tamar projects notified that Partnership that it had completed the 
installation of compressors in EAPC's facility in Ashkelon, received a supply permit from the Natural 
Gas Authority, and had begun the running-in phase for the compressors. This is expected to increase 
capacity in EMG's pipeline using INGL's existing infrastructure to 450,000 MMBTU/day (4.5 
BCM/year).  

13. Referring to Section 1.7.15(b)(3) to the Periodic Report - Liquid Natural Gas ("LNG") 

A. In April 2020, quotes were received for FLNG services from two technological and FLNG service 
suppliers with which the Leviathan partners had signed two separate interim agreements. As of 
the reporting date, the Leviathan partners are studying these quotes and are conducting 
discussions with these suppliers to clarify and improve the quotes. 

B. In March 2020, the Ministry of Energy issued a call to share with the public the options proposed 
by the Ministry of Energy for building an offshore facility for exporting liquefied natural gas (FLNG) 
in Israel's exclusive economic zone. The Gas and Oil Exploration Industries Association, of which 
the Partnership is a member, submitted its comments on this document on May 17, 2020. 

14. Referring to Sections 1.7.4(e) and 1.7.19(a)(1) to the Periodic Report - Phase 1A of the 
Leviathan Project Development Plan  

A. Concerning a gradual increase in the Leviathan Project's production capacity up to 1,200 
MMCF/day by running and operating turbo expander systems, it is noted that Noble, the 
Leviathan Project operator, estimates that the project will reach a production capacity of 1,200 
MMCF once the turbo expander systems come online in the third quarter of 2020. In this regard, it 
is noted that on May 31, 2020, Noble received an order from the Oil Commissioner to stop all 
activity in the turbo expander systems, until the Ministry of Energy and its consultants complete 



A-10 

their review of the rig's systems. The operator estimates that this review will be completed in the 
coming weeks. 

B. The operator for the Leviathan Project estimates that construction of the condensate storage 
systems in the Hagit facility will be completed in the third quarter of 2020.  

C. In the first stages of the Leviathan Project, various operational incidents were noted on the 
Leviathan rig. The operator is studying these incidents in order to improve production continuity 
and reliability. As indicated by the operator, the operational incidents had a negligible impact on 
the ability to meet demand, and that environmental data received, among other things, from 
onshore monitoring systems, indicated that no environmental damage. According to the 
operator's update, the uptime for the Leviathan Project is above 95%, and is equal to or exceeds 
the performance of similar facilities around the world in similar stages to those of the Leviathan 
Project.   

15. Referring to Section 1.7.23 to the Periodic Report - Financing  

A. Refinancing of existing loans 

Referring to Section 1.7.23(c) to the Periodic Report concerning options for refinancing loans 
extended to Partnership  - It is noted that the Partnership has contacted several international rating 
agencies and requested their assessment concerning their indicative rating for a debenture issuance 
to classified investors abroad and in Israel, to an amount of no less than USD 2.5 billion. The 
debentures would be secured by the Leviathan Project assets, and the indicative rating was requested 
based on several scenarios presented to the rating agencies. According to these assessments, as 
conveyed to the Partnership, the indicative rating for such debentures, under the main scenarios, 
would be in the BB rating group (on the international rating scale). It is emphasized that, in order to 
obtain a full and final rating for any actual debenture issuance, a full rating process would be 
necessary. This process would include, among other things, additional reviews and tests by the rating 
agencies. It is therefore clarified that, if and to the extent that the Partnership decides to carry out such 
issuance, there is no certainty that the debentures would receive said rating, or any other rating. 

B. Debentures issued by Delek and Avner (Tamar Bond) Ltd. ( "Tamar Bond") 

(1) On May 4, 2020, updated rating reports were issued for debentures issued by Tamar Bond. 
These reports were issued by Midroog and Moody's, affirming the debentures' rating 
(Baa3) while adjusting the outlook from stable to negative. 

(2) For information concerning Tamar Bond's notice of June 11, 2020 concerning a partial 
early repayment of USD 240 million from the third series of its debentures, see the 
Company's immediate report of June 14, 2020 (ref. no. 2020-01-061302), included herein 
by way of reference. 

C. The Partnership's Debentures (Series 1) 

(1) Following on Section 1.7.23(i)(1) to the Periodic Report, it is noted that the Partnership 
complied with the financial covenants undertaken in the issue of its Debentures (Series 1) 
to the public, as detailed in Section 1.7.23(f)to the Periodic Report, as follows:  

Financial Covenant 

Examined ratio as of 
 March 31, 2020  

and the reporting date 

Partnership's economic capital  4,008 

Economic capital to debt ratio 6 

Distribution - 

 
(2) On June 5, 2020, Midroog announced an update to its rating report, whereby it was 

downgrading its rating for the Partnership's Debentures (Series 1) from il.A1 to il.A2. 
Midroog further announced that it had put the debentures on credit review with a negative 
outlook.  
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D. Following on Section 1.7.23(2) to the Periodic Report, it is noted that the Partnership complied 
with the financial covenants undertaken in the Financing Agreement, as detailed in Section 
1.7.23(a) to the Periodic Report, as follows:  

Financial Covenant 
Examined ratio as of 

March 31, 2020 

Examined ratio as of 
April 28, 2020 - the 
withdrawal date3 

Examined ratio as of 
the reporting date  

Required debt coverage ratio 3.0 2.9 3.0 

 
E. Following on Section 1.7.23(3) to the Periodic Report, it is noted that the Partnership complied 

with the financial covenants undertaken in the Financing Agreement, as detailed in Section 
1.7.23(b) to the Periodic Report, as follows: 

Financial Covenant 
Examined ratio as of 

March 31, 2020 
Examined ratio as of 

the reporting date  

Financial ratio of no less than 3.5 to 1 (3.5:1) 
between the value of the Partnership's assets 

and its outstanding debt balance * 

4.8 4.8 

*  For these purposes, the value of the "Partnership's Assets" is measured based on the discounted cash 
flow data for the Partnership's resources, subject to such adjustments as dictated in the loans, and the 
"Outstanding Debt Balance" includes the net balance payable on the Partnership's loans and 
Debentures (Series 1). 

16. Referring to Section 1.7.25(f)(2) and (4) to the Periodic Report - Material Legal or Administrative 
Actions Concerning Environmental Issues  

A. Following on Section 1.7.25(f)(2) to the Periodic Report concerning the district court ruling against the 
petition filed by the Zichron Ya'acov Local Council, Zalul Environmental Protection Association, Jisr a-
Zarka Local Council, Megiddo Regional Council, Pardes Hanna-Karkur Local Council, and Emek 
Hefer Regional Council (in this Section - "the Petition" and "the Ruling") against the head of the 
Ministry of Environmental Protection Air Quality Division and Noble, requesting the court to annul 
Leviathan's emissions permit and to rule that the Leviathan rig will not conduct any activities leading to 
the emission of gases - It is noted that on June 22, 2020, an appeal was filed against the Ruling with 
the Supreme Court (in this Section - "the Appeal"). The Appeal asks to amend the emissions permit 
and order that monitoring of pollutants emitted by the rig not be carried out by Noble or any party 
contracted by Noble, but by the director of the Ministry of Environmental Protection Air Quality Division 
or a party of his choosing. The Appeal further asks to amend the emissions permit so that all 
provisions concerning maintenance, environmental management, environmental protection, and 
identification and resolution of leaks be included in the emissions permit itself and not in an outside 
plan. As of the reporting date, the Appeal is still pending in the Supreme Court.  

B. Following on Section 1.7.25(f)(4) to the Periodic Report, concerning the Ministry of Environmental 
Protection's notice concerning plans to impose a fine for alleged violations of the Prevention of 
Sea Pollution from Land-Based Sources Law, 1988 and the marine emissions permit granted to 
the Leviathan rig - On May 20, 2020 the Leviathan Project operator received notice from the 
Ministry of Environmental Protection concerning its plans to impose a fine for alleged violations of 
the emissions Leviathan rig's emissions permit and of the Clean Air Law, 2008, and the 
Commissioner's order pursuant to said law concerning the continuous monitoring systems on the 
Leviathan rig. It is noted that the fines are of immaterial amounts, and the operator plans to 
submit its arguments to the Ministry of Environmental Protection concerning these fines. 

17. Referring to Section 1.7.27(b)(3) to the Periodic Report - Antitrust Restrictions and Economic 
Competition Laws - Tamar Project  

On June 1, 2020, the Competition Commissioner's announced a decision under Section 14 to the 
Economic Competition Law, 1988, amending the conditions for granting certain exemptions from the need 
to approve restrictive trade arrangements for several arrangements between the Tamar partners and their 
customers. The decision canceled the requirement to pre-approve all gas supply agreements in the Tamar 

 

3  Following on Section 1.7.23(a) to the Periodic Report, compliance with the required debt coverage ratio will be 

measured, among other times, upon any withdrawal. From May 17, 2017 and until the report's approval date, the 
Partnership has made 42 such withdrawals, the last one occurring on April 28, 2020. On each of these withdrawal 
dates, the Partnership met the required ratio.  
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Project. Instead, agreements would be subject to a self-assessment regime. i.e. - the burden of assessing 
their legality would be borne by the Tamar partners and their customers, while the Competition 
Commissioner could review such agreements retrospectively, even some time after they had been signed, 
and impose enforcement measures if the arrangements are found to have undermined market competition.  

18. Referring to Section 1.7.28(b) to the Periodic Report - Guidelines for Measuring Royalty Value 
by Well 

In June 2020, the Ministry of Energy Natural Resources Administration issued the final version for its 
Guidelines for Measuring Royalty Value by Well under Section 32(b) to the Oil Law, 1952 ("the 
Guidelines").  

A. The Guidelines state that royalty value by well will be equal to 12.5% of the selling price to 
customers at the point of sale, net of what the Oil Commissioner deems necessary costs for 
handling, processing and transporting oil, as actually incurred by the lease-holder between the 
well head and the point of sale. According to the Guidelines, these costs include: (1) Capex costs: 
Oil handling and processing costs and oil transport costs; and (2) opex costs directly arising from 
the types of capex costs. The Guidelines further state that the Commissioner will set for each 
lease-holder, from time to time, specific provisions for each lease. These will specify deductible 
expenses, for royalty calculation purposes, based on each lease's specific profile.  

B. Property expenses will be deductible in such manner that the depreciation rate for PP&E will be 
measured using the depletion method, from the date on which PP&E came online (i.e. - only 
when PP&E items arrived on site, reached its operating condition, and began operating). Total 
deductible depreciation expenses may not exceed the cost of the PP&E items. Depreciation 
expenses will be recognized on PP&E so that at the end of the asset's useful life, its value will be 
zero. Depreciation expenses will be measured by multiplying the amortized cost at the start of the 
year for the permissible part of the PP&E item indicated in the specific provisions, by the 
depreciation rate specified using the depletion method.  

C. Should an agreement be signed granting third parties ownership rights to PP&E items or usage 
rights in PP&E items, for consideration or for no consideration, or should an agreement be signed 
providing payments from third parties for oil transport or handling, the estimated value of the 
PP&E will be adjusted in the year in which the item acquired economic value above its measured 
amortized cost, accounting for depreciation costs which had already been deducted in measuring 
the royalty value for the well.  

Amendment of this estimate will be made in the year on which the transaction was made for the 
relevant asset, based on the 'usage principle', and it will be possible that the lease-holder will 
need to pay royalties to the state for this value, even if they did not generate any income during 
the year.  

In amending the estimate, economic value will be limited to the amount recognized and amortized 
for royalty-measurement purposes, for the PP&E item that has been sold or in which usage rights 
have been transferred.  

It is noted that specific provisions have not yet been provided to the Tamar and Leviathan 
partners, indicating their deductible expenses in measuring royalties, based on the specific profile 
of these reservoirs. 

19. Referring to Section 1.7.29(d)(f) and (g) to the Periodic Report - Additional Regulatory 
Restrictions  

A. Following on Section 1.7.29(d) to the Periodic Report concerning the addition to the decision on 
financing for export projects using the Israeli pipeline network and division of set-up costs for the 
integrated Ashdod-Ashkelon segment - It is noted that on June 23, 2020, the director of the 
Natual Gas Authority announced that he had decided that the cost of this segment would be 
assessed at a total amount of NIS 738 million (of which the Partnership's share is estimated at 
NIS 159 million). This cost will be adjusted using an adjustment and reconciliation mechanism 
between the parties which will be formalized in the transmission agreement, and presented to the 
Natural Gas Authority director for approval. As such, the Partnership is required to provide a 
guarantee of USD 40 million. 

B. Following on Section 1.7.29(f) to the Periodic Report concerning the Minister of Energy's 
announcement to convert the coal-based power plants in Hadera and Ashkelon to natural gas by 
2025 - It is noted that on June 8, 2020, the Ministry of Energy and the Ministry of Environmental 
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Protection4 issued a joint statement concerning the ministers' decision to instruct IEC to expand 
its scheduled shut-downs of polluting coal-burning units 1-4 in the Orot Rabin facility in Hadera, 
starting from the second half of 2020 and until their complete shut-down in 2022. This will allow a 
significant additional decrease in emission of airborne pollutants. It is noted that the Gas and Oil 
Exploration Industries Association, of which the Partnership is a member, is in contact with 
relevant regulators to expand the shut-down policy for coal-burning power plants and transition to 
a seasonal operating program for these units. On June 24, 2020, the Minister of Energy 
announced a decision to cut another 20% from the IEC's power plants' coal usage, as compared 
to 2019. Thus, coal usage in 2020 will not exceed 24.9% (compared to 30% in 2019). The 
Minister of Energy has instructed IEC to take the necessary actions to meet the new target, while 
maintaining the integrity of its power generation systems.5  

C. Following on Section 1.7.29(g) to the Periodic Report concerning the Electricity Authority's 
announcement that it was considering increasing its target or power generation from renewable 
energy sources to 30% by 2030, with an interim target of 17-20% in 2025. According to forecasts 
in the Electricity Authority's announcement, power generation using natural gas reached 64% in 
2019, is expected to grow to 76% in 2025, and decrease to 70% in 2030. It is noted that the 
Electricity Authority's electricity market report for 20196, as published on June 25, 2020, stated 
that power generation from natural gas is expected to increase significantly and reach a rate of 
83% in 2025, based on existing targets to generate 17% through renewable energy sources in 
2030.  

20. Referring to Section 1.7.31 to the Periodic Report - Legal Actions 

A. Following on Section 1.7.31(a) to the Periodic Report and Note 24A2.(11) to the financial 
statements as of December 31, 2019, concerning a class action and application for approval as a 
class action filed by a holder of participation units in the Partnership (in this Section - "the 
Applicant") against the Company, the Partnership, the general partner in the Partnership, Yitzhak 
Sharon (Tshuva), the directors of the general partner in the Partnership (including the former 
chairman of the board), and the CEO of the general partner in the Partnership  (in this Section -  
"the Application for Approval" and "the Respondents", respectively) with the economic department 
o the Tel Aviv District Court, in which it was argued that the Respondents avoided disclosing in 
the Partnership's reports a clause included in the agreements for selling natural gas from the 
Leviathan and Tamar reservoirs to Dolphinus Holdings Limited. It is noted that, according to the 
court's decision of June 23, 2020, the Respondents must respond to the Application for Approval 
by October 1, 2020, and the Applicant then has two months to reply to this response. 

B. Following on Section 1.7.31(b) to the Periodic Report and Note 24A2.(2) to the financial 
statements as of December 31, 2019, concerning an application to approve a class action filed by 
an IEC consumer against the Tamar partners - It is noted that on June 1, 2020, a verbal hearing 
took place to hear the parties' summations.  

C. Following on Section 1.7.31(c) to the Periodic Report and Note 24A2.(3) to the financial 
statements as of December 31, 2019, concerning a suit filed by the Partnership and Noble (in this 
Section -  "the Plaintiffs") against the State of Israel, through its representatives from the Ministry 
of Energy (in this Section - "the Defendant"), which mainly concerns the return of excess royalties 
paid by the Plaintiffs, despite their objections, to the Defendant on revenues derived from gas 
supply agreements signed between third party customers and the Yam Tethys partners - It is 
noted that evidence presentation took place on June 21, 2020 (instead of April 26, 2020), thus 
ending the evidence phase.  According to the court's verbal decision at the end of evidence 
presentation, the court decided that the Plaintiffs must submit their primary summations by 
September 30, 2020, while the Defendant must submit its response summations by January 10, 
2021, and the Plaintiffs may file their rebuttal to the Defendant's summations by January 30, 
2021.  

D. Updating on Section 1.7.31(e) to the Periodic Report and Note 24A2.(11) to the financial 
statements as of December 31, 2019, concerning a class action and application for approval as a 
class action filed with the Tel Aviv District Court by an IEC consumer (in this Section -  "the 

 

4  Ministry of Energy website, spokesperson's announcement of June 8, 2020 
 https://www.gov.il/he/departments/news/press_080620 

5 Ministry of Energy website, spokesperson's announcement of June 24, 2020 
https://www.gov.il/he/departments/news/press_240620  

6  Ministry of Energy website: 
https://www.gov.il/BlobFolder/generalpage/dochmeshek/he/Files_doch_meshek_hashmal_doch_meshek_2019.pdf  

https://www.gov.il/he/departments/news/press_080620
https://www.gov.il/he/departments/news/press_240620
https://www.gov.il/BlobFolder/generalpage/dochmeshek/he/Files_doch_meshek_hashmal_doch_meshek_2019.pdf
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Applicant" and "the Application for Approval") against the Partnership and Noble and against the 
other holders in the Tamar Project and the Leviathan Project (as litigants against which no relief 
is sought), in connection with the competitive process for supplying natural gas conducted by IEC 
and in connection with a possible amendment to the agreement for supplying natural gas from the 
Tamar Project to IEC, see Note 6C to the financial statements as of March 31, 2020.  

E. Following on Note 24A3(2) to the Periodic Report concerning a statement of claim filed by the the 
Commissioner against the Company, the Partnership, the general partner in the Partnership, 
Delek Energy and Delek Royalties (2012) Ltd. ("the Commissioner's Claim") and a counter-claim 
filed by the royalty-holders including the Company, in connection with the return-on-investment 
date for the Tamar Project - It is noted that on May 20, 2020, the preliminary proceedings were 
completed for these claims. For information concerning an urgent motion for temporary remedies 
filed by the Commissioner (in this Section - "the Motion") and concerning a consensual motion 
agreed upon with the royalty-holders filed by the Commissioner with the court, whereby an 
agreement had been reached between the Commissioner and the royalty-holder which currently 
negates the need to decide the parties' dispute in the Motion, see the Company's immediate 
reports of May 12, 2020 (ref. no. 2020-01-047163), and June 24, 2020 (ref. no. 2020-01-057547), 
included herein by way of reference. 

F. Updating on Note 24A.2(5) to the Periodic Report and Note 24A2.(5) to the financial statements 
as of December 31, 2019, concerning an appeal by some of the Tamar partners (in this Section - 
"the Appellants") to the Supreme Court against the Tel Aviv District Court's decision rejecting their 
administrative petition against IEC and the Leviathan partners in connection with the selection of 
the Leviathan partners' bid as the winner of the competitive process for the supply of natural gas 
to IEC (in this Section - "the Appeal") – see Note 6B to the financial statements as of March 31, 
2020. 

G. Following on Section 1.7.31(j) to the Periodic Report and Note 24A2.(4) to the financial 
statements as of December 31, 2019, concerning an appeal by Lobby 99 Ltd. (PBC) and 
Hatzlacha (Registered Charity) (jointly in this Section – “the Appellants”) against the Competition 
Commissioner (“the Commissioner”) (as Respondent) and against EMED Pipeline B.V. (“EMED”) 
and EMG (as Formal Respondents) with the market competition court in the Jerusalem District 
Court against the Commissioner’s conditional approval for the merger between EMG and EMED 
– It is noted that, on April 8, 2020, a decision was handed down in the Appellants’ document 
discovery motion. The decision granted the disclosure of materials used by the Compeitition 
Authority to make its decision to approve the merger so that the Appellants will view such 
materials in a data room and after signing non-disclosure agreements.  

21. Natural Gas and condensate production data from the Tamar Project for the first quarter of 2020:7 8 

 Natural gas Condensate 

Total output (attributable to equity holders of the Company) for the period (in 
MMCF for natural gas and MBBL for condensate)  9,376 12.2 

Average price per output unit (attributable to equity holders of the Company) 
(USD per MCF and BBL) 5.28 33.93 

Average royalties (each payment derived from 
the output of the producing asset, including the 
gross income from the oil asset) paid per output 
unit (attributable to equity holders of the 

Company) (USD per MCF and BBL) 

The State 0.61 3.88 

Third parties 0.18 1.11 

Principal shareholders 0.31 1.96 

Proceeds for average royalties (each payment derived from the output of the 
producing asset, including the gross income from the oil asset) received per 
output unit (attributable to the Company’s share) (USD per MCF and BBL) 

0.09 0.54 

Average production costs per output unit (attributable to equity holders of 
the Company) (USD per MCF and BBL)9 0.34 1.89 

 

7  The data in the above table concerning the percentage attributable to holders of the Company's equity rights in the 
average cost per output unit, royalty payments, production costs and net proceeds has been rounded to two 
decimal digits. 

8  Production data include the Partnership's direct holdings in the Tamar Project, of 22%. 

9  It is emphasized that the average production costs per output unit only include current production costs and do not 

include reservoir exploration and development costs. 
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 Natural gas Condensate 

Average net proceeds per output unit (attributable to equity holders of the 
Company) (USD per MCF and BBL) 3.93 25.63 

 

22. Natural Gas and condensate production data from the Leviathan Project for the first quarter of 
2020:10 11 

 Natural gas 

Total output (attributable to equity holders of the Company) for the period (in 
MMCF for natural gas and MBBL for condensate)  

15,611 

Average price per output unit (attributable to equity holders of the Company) 
(USD per MCF and BBL) 

5.43 

Average royalties (each payment derived from the 
output of the producing asset, including the gross 
income from the oil asset) paid per output unit 
(attributable to equity holders of the Company) 

(USD per MCF and BBL) 

The State 0.60 

Third parties 0.07 

Principal shareholders 0.14 

Proceeds for average royalties (each payment derived from the output of the 
producing asset, including the gross income from the oil asset) received per 
output unit (attributable to the Company’s share) (USD per MCF and BBL) 

0.18 

Average production costs per output unit (attributable to equity holders of 
the Company) (USD per MCF and BBL)12 

0.66 

Average net proceeds per output unit (attributable to equity holders of the 
Company) (USD per MCF and BBL) 

4.14 

B. Energy operations abroad  

1. Referring to Section 1.8.18b to the Periodic Report - RBL Credit Facilities   

A. On May 20, 2020, the Company announced that its subsidiary Ithaca Energy Limited ("Ithaca") 
had notified it of the completion of a periodic redetermination process of reserve-based lending 
("RBL") facilities established with the consortium of international banks which had provided Ithaca 
with the RBL facility. For more information about this credit facility, including concerning a 
dividend distribution by Ithaca to a foreign Company subsidiary and partial repayment of a loan to 
a foreign bank which had provided a loan to the subsidiary to finance the acquisition of Chevron's 
assets, see the Company's immediate report of May 20, 2020 (ref. no. 2020-01-050532), included 
here by way of reference. 

B. For information concerning the COVID-19 epidemic's impact on resources attributable to Ithaca's 
oil assets, see Note 12.4.1(b) to the Company's shelf offering report of May 17, 2020 (ref. no. 
2020-01-048828), included here by way of reference. 

 

10  The data in the above table concerning the percentage attributable to holders of the Company's equity rights in the 
average cost per output unit, royalty payments, production costs and net proceeds has been rounded to two 
decimal digits. 

11  In the first quarter of 2020, the Leviathan partners sold 34 thousand barrels of condensate (Partnership’s share – 
18 thousand barrels) to an international fuel trading company, for a total consideration of USD 748 thousand 
(Partnership’s share – USD 339 thousand). For more information, see Section 1.7.14(f)(3) to the Periodic Report. 
The Leviathan partners also supplied 86 thousand barrels of condensate (Partnership’s share – 39 thousand 
barrels) to Bazan Ltd., for no consideration. For more information, see Section 1.7.14(f)(1) to the Periodic Report. 
As the total cost of condensate production in the first quarter of 2020 exceeded the total revenue from such 
production, and since condensate is a by-product of natural gas production, the above table does not separately 
present data concerning condensate production, and all net costs and expenses from condensate production, to the 
amount of USD 0.5 million, were attributed to natural gas production. 

12  It is emphasized that the average production costs per output unit only include current production costs and do not 

include reservoir exploration and development costs. 
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2. Production data for Ithaca's producing oil assets: 

A. Production data attributable to the Company’s share in the Captain region assets in the first quarter of 
2020: 

 
Q1 

Oil Natural gas Condensate 

Total output in the period 2,327,704  
bbl 

- - 

Average price per output unit (attributable to equity holders 
of the Company) (USD per boe) 

59.2 - - 

Average royalties to third parties (any payment derived 
from the output of the producing asset, including the gross 
income from the oil asset) paid per output unit (attributable 
to equity holders of the Company) (USD per boe) 

17.5 - - 

Average production costs per output unit (USD per boe) - - - 
Average net proceeds per output unit (USD per boe) 41.7 - - 

 
B. Production data attributable to the Company’s share in the GSA Project in the first quarter of 

2020:  

 
Q1 

Oil Natural gas Condensate 

Total output in the period 165,690 
bbl 

4,389 mcf 
 (731,486 

boe) 

147,515 
bbl 

Average price per output unit (attributable to equity holders 
of the Company) (USD per boe) 

49.5 18.6 32.9 

Average royalties to third parties (any payment derived from 
the output of the producing asset, including the gross 
income from the oil asset) paid per output unit (attributable 
to equity holders of the Company) (USD per boe) 

16.7 16.7 16.7 

Average production costs per output unit (USD per boe) 0.8 0.8 0.8 
Average net proceeds per output unit (USD per boe) 32.0 1.1 15.4 

 
C. Production data attributable to the Company’s share in the Ithaca-operated group of assets in the 

first quarter of 2020:  

 
Q1 

Oil Natural gas Condensate 

Total output in the period 
712,999 

bbl 

4,354 mcf 
 (725,676 

boe) 

43,359 
bbl 

Average price per output unit (attributable to equity holders of 
the Company) (USD per boe) 

57.8 18.4 35.5 

Average production costs per output unit (USD per boe) 16.4 16.4 16.4 
Average net proceeds per output unit (USD per boe) 41.4 2.0 19.1 

 
D. Production data attributable to the Company’s share in Ithaca’s other production assets in the first 

quarter of 2020:  

 
Q1 

Oil Natural gas Condensate 

Total output in the period 646,838 
bbl 

7,105 mcf 
(1,184,116 

boe) 

154,793 
bbl 

Average price per output unit (attributable to equity holders of 
the Company) (USD per boe) 

50.1 20.5 30.8 

Average production costs per output unit (USD per boe) 12.1 12.1 12.1 
Average net proceeds per output unit (USD per boe) 38.0 8.4 18.7 
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C. Fuel products in Israel 

1. Referring to Section 1.9.1 and 1.9.2(d) - Agreement to Sell Pi Gliloth 

On June 5, 2020, Delek the Israel Fuel Corporation Ltd. ("Delek Israel") signed a detailed agreement 
with a third party to sell all of Delek Israel's rights in Pi Gliloth Limited Partnership ("Pi Gliloth") and in 
the land on which the fuel terminals operated by Pi Gliloth are located. Consideration for this sale 
totaled NIS 720 million. For more information, see the Company’s immediate reports of May 7, 2020 
(ref. no. 2020-01-045153), and June 7, 2020 (ref. no. 2020-01-057975), included herein by way of 
reference. 

2. Referring to Section 1.9.1 and 1.9.2(e) - MOU to Sell Power Plants 

On June 4, 2020, Delek Israel signed a memorandum of understanding with Rapac Energy Ltd. ("the 
Buyer") for selling the entire share capital of two of Delek Israel's wholly-owned special-purpose 
subsidiaries, which hold power plants located in the Soreq 1 desalination plant and in the Ashkelon 
desalination plant. Consideration for the sale totaled NIS 367.5 million. For more information, see the 
Company’s immediate reports of May 10, 2020 (ref. no. 2020-01-045510), and June 7, 2020 (ref. no. 
2020-01-057975), included herein by way of reference. 

D. Additional Operations 

1. Referring to Section 1.10.3 - Mehadrin Ltd.  

A. On May 13, 2020, the Company sold all of its holdings in Mehadrin's shares for a total 
consideration of NIS 74 million. For more information, see the Company’s immediate report of 
May 14, 2020 (ref. no. 2020-01-047682), included herein by way of reference. 

E. Discontinued operations 

1. Referring to Section 1.11.1(c)(2) - Cessation of Swap Transactions 

On May 10, 2020, the Company notified two banks with which it had undertaken swap transactions on 
12,500,000 shares in The Phoenix (overall) of the early termination of these transactions. Closure of 
the swap transactions was performed through off-TASE transactions for a total consideration of NIS 
201.25 million. Upon these transaction's closure, the Company does not have any remaining swaps on 
The Phoenix's shares. For more information, see the Company’s immediate report of May 11, 2020 
(ref. no. 2020-01-046197), included herein by way of reference. 

2. Referring to Section 1.11.1(d) - Addition to the credit support agreement for The Phoenix 
Shares 

On  June 16, 2020, the Company signed an addition to the credit support agreement detailed in 
Section 1.11.1(d) to the Periodic Report, signed in connection with the senior loan of NIS 548 million 
(principal) ("the Senior Loan") provided by financial institutions led by a bank ("the Bank" and "the 
Senior Lenders", respectively) to the buyers of The Phoenix Holdings Ltd. ("The Phoenix") who bought 
from the Company on November 3, 2019, 32.5% of The Phoenix's share capital ('the Addition" and 
"the Credit Support Agreement", respectively).  Under the Addition, the Senior Lenders and the 
Company reached various agreements which will supersede certain provisions of the Credit Support 
Agreement, including: 

2.1 until the earlier of either - (a) a call on a debt to the Company's debenture holders for immediate 
repayment following a decision in a debenture-holder meeting; and (b) compliance with the 
Expiration Condition (as defined in the amendment to the deeds of trust to the Company's 
debentures, as detailed in Part 1 Section B.1. above), the Senior Lenders' rights and the 
Company's obligations will be limited, such that the Senior Lenders will not make any demand 
of the Company pursuant to the Credit Support Agreement including creating liens or any other 
surety, additional deposits or payments, and all subject to the following exceptions:  

(1) The Company will transfer to an account pledged to the Senior Lenders securities and 
cash amounts to an aggregate amount of NIS 100 million ("the Alternate Collateral") in a 
gradual manner according to the prescribed milestones based on the number of Delek 
Drilling participation units as may be pledged from time to time to the trustees for the 
debenture series issued by the Company, as detailed in Section B.1. in Part 1 above 
("Pledge of Units to Debenture Holders"). Until their transfer to the pledged account, 
these securities and cash amounts will remain in the Company's bank account in which 
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they resided at the time that the Addition was signed in accordance with the Credit 
Support Agreement.  

(2) Interest payments on the Senior Loan (including by way of supplementing amounts in the 
pledged account which the Company has provided to secure their payment), should the 
Company become liable to such payments under the Credit Support Agreement.  

(3) Should one or more of the conditions specified in the Credit Support Agreement 
concerning The Phoenix and requiring the Company to supplement the collateral (provide 
additional deposits) be met, then the Company will provide an additional cash deposit to 
such amount as specified in the Credit Support Agreement, up to an amount that will not 
cumulatively exceed NIS 40 million. 

(4) Payment of expenses or fees (including early repayment fees) on the Senior Loan (under 
the Credit Support Agreement) and on the Addition to the Credit Support Agreement. 

2.2 The alternate collateral will be canceled once all of Delek Drilling's participation units subject to 
the pledge to the debenture holders are released from such pledge, and in this case the 
Company will be required to place in a (non-pledged) bank deposit securities or cash amounts, 
as provided by the Credit Support Agreement as in effect prior to the Addition's signature.   

2.3 If the Expiration Condition is met, the Addition will expire and all the provisions of the Credit 
Support Agreement will re-apply, so that there will be no limitation on the Senior Lenders 
pursuant to the Addition. 

Part 4 – Matters Relating to the Company as a Whole 

A. Referring to Section 1.13 to the Periodic Report - Human Capital 

1. For information concerning Mr. Avi Harel, a Company director, announcing his resignation from the 
Company's Board of Directors effective July 1, 2020, see the Company’s immediate report of June 23, 
2020 (ref. no. 2020-01-056701), included herein by way of reference. 

2. For information concerning Mrs. Yehudit Teitelman, an outside director in the Company, announcing 
her resignation from the Company’s Board of Directors effective June 30, 2020, see the Company’s 
immediate report of June 29, 2020 (ref. no. 2020-01-059836), included herein by way of reference. 

3. For information concerning Mr. Ehud Erez’s appointment as a Company director, see the Company’s 
immediate report of June 29, 2020 (ref. no. 2020-01-059848), included herein by way of reference. 

4. Following on publications in the press, the Company hereby clarifies that prior to the appointment of 
Mr. Shimon Doron ("Mr. Doron") as an outside director and/or in the two years prior to his appointment 
and/or during his tenure, there were generally no commercial or professional ties between himself and 
the Company's controlling shareholder which constitute prohibited ties, and his other businesses did 
not and do not create any conflicts of interest with his service as a director, nor are they liable to 
create any such conflicts of interest, and there was no other flaw in Mr. Doron's appointment or tenure. 

Mr. Doron is a director with an impressive resume, and an illustrious record of public and social 
service. Mr. Doron retired from the Prime Minister's Office at a rank equivalent to that of brigadier 
general, after 26 years of service. Mr. Doron then served as VP Organizational Planning and Logistics 
in Bar Ilan University, and currently owns a firm dealing in business, logistics and project management 
consultancy, and serves as CEO of a new college currently being built in East Jerusalem. In addition 
to his aforesaid activities, Mr. Doron devotes time to public-benefit activity and contributes to several 
organizations and charities by volunteering his services. He also serves as chairman of the board of 
the World Organization of Libyan Jews ("the Libyan Jews Association" or "the Charity"). In October 
2020, Mr. Doron is expected to end his tenure as chairman of the Charity's board. 

Mr. Yitzhak Sharon Tshuva, the controlling shareholder in the Company, donated to the Charity in 
August 2018, the period applicable to assessing the appointment's propriety (which starts two years 
prior to the appointment and until today). The donation was a one-time donation of NIS 100,000 - a 
negligible amount compared to the Charity's revenues, which are budgeted by the state and which, in 
that year, exceeded NIS 2.5 million. Mr. Tshuva, whose grandfather was murdered in a riot in Libya, 
donated to the Charity immediately prior to the inauguration of a new memorial to Libyan Jews 
murdered in the Holocaust and in riots, and following talks with then chairman of the board, the late 
Mr. Meir Kahlon, who passed away in December 2018. Mr. Doron served as chairman of the Charity’s 
organization from 2015, and held this position at the time of the donation. From March 25, 2019, 
following Mr. Kahlon’s death, and until the Charity’s general meeting could be convened to choose the 
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organization’s chairman and a new chairman of the board, Mr. Doron is serving as chairman of the 
Charity’s board (which is primarily a ceromonial role) in lieu of Mr. Kahlon. Upon his appointment as a 
director, the resume presented to the Company stated that Mr. Doron serves as chairman of the 
Charity’s organization. Mr. Doron had no ties with Mr. Tshuva concerning donations to the Charity, and 
the only connection between the two involved a few meetings over the years in events organized by 
the Libyan Jewish community, which were attended by other people as well. These events included a 
commendation awarded to Mr. Tshuva for his contribution to the Libyan Jewish community (not 
through the Charity). 

5. Officers’ insurance – The Company’s collective officers’ insurance policy ends on June 30, 2020. In 
June 2020, the Company exercised its option under the collective policy to include a disclosure period 
of seven years starting July 1, 2020 for events which occurred until June 30, 2020, as part of the 
liability limit set in the collective policy, ie. – a total of USD 150 million per incident and in all for the 
insurance period (including the extension for 7 years). Under this expansion, the policy will continue to 
apply to claims first filed in the disclosure period due to actions made prior to the start of the disclosure 
period on July 1, 2020, subject to a USD 100 thousand deductible for each claim. The premium paid 
for the disclosure period is USD 1,520 thousand. The Company is working to renew the officers’ 
insurance policy under terms that are different from the collective policy detailed in Chapter D to the 
Periodic Report and at present market terms. 

B. Referring to Section 1.16.2 to the Periodic Report - Credit Facilities  

For updates concerning the Company's credit facilities 1-6, see the Company's immediate reports of 
May 7, 2020 (ref. no. 2020-01-045012), May 17, 2020, (ref. no. 2020-01-048609) and May 12, 2020 
(ref. no. 2020-01-046884), included herein by way of reference. See also Section C above for 
information concerning the Company's understandings with the banks - the Banks Plan. 

C. Referring to Section 1.16.8 to the Periodic Report - Credit Rating 

On May 5, 2020, S&P Maalot announced that it was downgrading its rating for Debentures (Series 
B13, B22, B31, B33, and B34) issued by the Company to ilCCC/negative. For more information, see 
the Company’s immediate report of May 5, 2020 (ref. no. 2020-01-044400), included herein by way of 
reference. 

D. Referring to Section 1.21 to the Periodic Report – Legal Actions 

For information concerning a statement of claim and an application for approval as a class action filed 
with the economic department of the Tel Aviv-Jaffa District Court against the Company, the 
Company’s Board of Directors, the Company’s CEO, and the Company’s Deputy CEO and CFO, 
concerning the forecast cash flows published by the Company on March 8, 2020 – See Note 6(j) to the 
financial statements below, and see the Company’s immediate report of May 18, 2020 (ref. no. 2020-
01-049656), included herein by way of reference. 

 

 

 

   

 Delek Group Ltd. 
Date: June 29, 2020 
Names and titles of signatories: 
Gabriel Last, Chairman of the Board 
Idan Wallace, CEO 
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June 29, 2020 

 

Delek Group Ltd.  
 

 

Board of Directors' report on the state of the Company's affairs 

For the three months ended March 31, 2020 

 

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 three months ended March 31, 2020. 

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 March 31, 2020, include Notes 1A and 1B and the 
Company's auditors, in their review, call attention to the disclosure made in these notes concerning 
the COVID-19 epidemic and the extremely significant drop in global oil and gas prices in 2020. This 
includes: a deficit in the Company’s consolidated and separate working capital; significant impairment 
in the value of the Group’s assets; a significant decrease in the three months ended March 31, 2020 in 
the equity attributable to the Company’s shareholders, and concern for an additional significant 
decrease in the future; a rating downgrade of the Company’s debentures; and a significant volume of 
calls for repayment on the Company and the staff companies by debenture-holders and banks. On the 
other hand, it is noted that, as detailed in said notes, subsequent to the financial position statement 
date, standstill agreements were approved with the debenture holders and certain banks whereby, 
among other things, they would not call for immediate repayment of the Company’s liabilities toward 
them, provided the Company meets certain obligations to said creditors and various covenants. As of 
the financial statements’ approval date, binding agreements have been signed and/or carried out to 
sell substantial volumes of assets and investments, the Company has completed a capital raising 
round, and received a dividend from an investee. Furthermore, as of the financial statements’ approval 
date, the Company has met its obligations to repay its financial liabilities to its creditors. 

As detailed in said note, continued repayment of the Company’s and the staff companies’ liabilities on 
time relies and depends on their ability to dispose of significant amounts of assets and investments, 
their ability to raise substantial amounts of debt and capital some of which are required in the near 
future and are significantly affected by oil and gas prices, and their ability to receive substantial 
dividend payments from investees. The Company is further required to comply with the terms of the 
agreements and covenants set with its debenture holders and banks, so as to prevent a call for 
immediate repayment of the Company’s and the staff companies’ liabilities toward these creditors. It is 
noted that the Company’s ability to receive dividends from investees depends on the latter’s ability to 
recycle their existing debts and/or their compliance with financial covenants and the agreement of their 
respective creditors and/or their ability to generate significant volumes of free cash flows after 
financing activities, which also depends on demand for gas and oil and on a significant increase in oil 
and gas prices. See Note 1C. 
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The Company has worked and is working to carry out its plants to meet the conditions necessary to 
secure the sources required to repay its liabilities, including by way of capital raising and by disposing 
of assets and investments. The Company believes there is a good chance that it will be able to carry 
out its plans. However, since completion of the Company’s plans is outside its sole control and 
depends as aforesaid, among other things, on a large number of cumulative factors, which must occur 
in relatively short time frames and/or in significant amounts, there is uncertainty concerning the actual 
materialization of said plans. These factors, along with additional factors listed in said notes, raise 
substantial doubt as to the Company’s continued operation as a going concern. The financial 
statements do not include adjustments to the value or classification of assets or liabilities, which may 
become necessary if the Company is unable to continue operating as a going concern. 

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 in Israel and Cyprus, and in promoting various natural gas-based projects, in 
order to increase natural gas sales from the Partnership's assets. According to the Gas Outline 
Plan (see Note 12M1 to the financial statements as of December 31, 2019), the Partnership must 
transfer all of its rights in the I/12 Tamar and I/13 Dalit leases (jointly - "Tamar and Dalit") no later 
than December 2021. Therefore, as of the financial statements' approval date, the Partnership is 
studying and pursuing several options, including the sale of its 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 about a possible split of the Partnership's assets, considered by the Partnership, see 
Note 12O to the financial statements as of December 31, 2019.  

− On December 31, 2019, supply of natural gas started from the Leviathan Reservoir to the 
domestic market, and on January 1, 2020 and January 15, 2020 supply of natural gas began to 
Jordan and Egypt, respectively. 

− It is noted that, as concerns a gradual increase in the Leviathan Project's production capacity up 
to 1,200 MMCF/day by running and operating turbo expander systems, Noble Energy 
Mediterranean Ltd. ("Noble), the Leviathan Project operator, estimates that the project will reach 
a production capacity of 1,200 MMCF once the turbo expander systems come online in the third 
quarter of 2020. In this regard, it is noted that on May 31, 2020, Noble received an order from the 
Oil Commissioner to stop all activity in the turbo expander systems, until the Ministry of Energy 
and its consultants complete their review of the rig's systems. The operator estimates that this 
review will be completed in the coming weeks. 

− As concerns the re-financing of loans extended to the Delek Drilling partnership to finance the 
Leviathan Project's development, it is noted that the Partnership has contacted several 
international rating agencies and requested their assessment concerning their indicative rating for 
the issue of debentures to classified investors abroad and in Israel, to an amount of no less than 
USD 2.5 billion. The debentures would be secured by the Leviathan Project assets, and the 
indicative rating was requested based on several scenarios presented to the rating agencies. 
According to these assessments, as conveyed to the Partnership, the indicative rating for such 
debentures, to the amount of USD 2.5 billion, under the main scenarios, would be in the BB rating 
group (on the international rating scale). It is emphasized that, in order to obtain a full and final 
rating for any actual debenture issuance, a full rating process would be necessary. This process 
would include, among other things, additional reviews and tests by the rating agencies. It is 
therefore clarified that, if and to the extent that the Partnership decides to carry out such 
issuance, there is no certainty that the debentures would receive said rating, or any other rating. 

− In March 2020, Delek Energy sold 5% of Delek Drilling's capital (for more information, see Note 
3C to the consolidated financial statements). Post-sale, the equity attributable to the Company's 
shareholders decreased by NIS 313 million (mainly attribution to capital reserves from 
transactions with non-controlling interests). 
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− Subsequent to the financial position statement date, on May 25, 2020, the Company and Delek 
Energy Systems Ltd. (“Delek Energy”) signed an agreement with a third party (“the Buyer”) to sell 
all of the Company’s and Delek Energy’s rights to overriding royalties from rights in the leases 
(excluding the Partnership’s and Cohen Development’s royalty rights). Consideration under the 
agreement was set at NIS 318 million, payable in cash to the sellers upon registering the right to 
overriding royalties in the Seller’s name in the oil book. Statutory provisions require that the 
transaction be approved by the Ministry of Energy Oil Commissioner. It is noted that the carrying 
value of the rights sold as aforesaid is based on the valuation detailed in Section 1 above, and 
totaled NIS 365 million as of March 31, 2020. As such, upon the transaction’s completion, the 
Company is expected to recognize a post-tax loss of NIS 39 million. For more information, see 
Note 5H to the consolidated financial statements. 

− Subsequent to the financial position statement date, in April 2020, the Company sold its 
investment in Cohen Gas and Oil Development Ltd. in consideration for NIS 207 million (for more 
information, see Note 3D to the consolidated financial statements). Post-sale, the Group is 
expected to recognize a loss of NIS 195 million in the second quarter of 2020.  

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.  

− 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. CNSL's acquired 
operations join Ithaca's existing development and production operations, which focus mainly 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 the reporting period, Ithaca continued production from the Stella and Harrier reservoirs in the 
GSA, and from the reservoirs acquired from CNSL as aforesaid. Ithaca is also continuing to 
develop the Vorlich reservoir (which is expected to come online in the fourth quarter of 2020). 
Over the next few years, Ithaca plans to drill additional wells in the GSA, and connect them to 
FPF-1.  

− The Company has an agreement with BP to market and sell gas and oil produced from all 
Company assets for a period of 3 years, with an option to extend the contract up to 5 years. 

− Ithaca has enacted measures to allow operations under COVID-19 restrictions, mainly as 
concerns operations personnel and manning of facilities. Despite the COVID-19 restrictions, 
except for a delay in the Vorlich reservoir coming online, production from the Company's other 
assets was not impacted. 

− In the reporting period, the Group included a provision for impairment of oil and gas assets in the 
North Sea to the amount of USD 751 million, pre-tax (USD 451 million, post-tax). This impairment 
was due, among other things, to lower price forecasts for oil and gas, updated production rates, 
and changes to the discounting rate. For more information, see Note 5O 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). In the reporting period, the Group also included a provision for 
impairment of goodwill attributable to energy operations in the North Sea, to the amount of USD 
216 million. Overall, oil and gas operations in the North Sea recorded a write-down of USD 667 
million (NIS 2,378 million).  

Fuel operations in Israel 

− Subsequent to the financial position statement date, on June 5, 2020, Delek the Israel Fuel 
Corporation Ltd. (“Delek Israel”) signed an agreement with a third party to sell all of Delek Israel’s 
rights in Pi Gliloth Limited Partnership (“Pi Gliloth”) and in the land on which Pi Gliloth’s fuel 
terminals are located in Haifa, Ashdod, Be’er Sheva, and Jerusalem (jointly – “the Terminals”) for 
a total consideration of NIS 720 million, payable to Delek Israel. A total of NIS 100 million of said 
consideration has been paid in advance, and the remainder will be paid on the closing date, 
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which has been set for July 5, 2020. The transaction is subject to various preconditions which 
include, among other things, receipt of all regulatory approvals required by law. In the reporting 
period, based among other things on the transaction’s price, Delek Israel recognized a provision 
for impairment of goodwill attributable to Pi Gliloth’s operations, to the amount of NIS 70 million 
(NIS 45 million, post-tax). For more information, see Note 3E to the consolidated financial 
statements. 

− Subsequent to the financial position statement date, in June 2020, Delek Israel signed a 
memorandum of understanding to sell 100% of the shares issued by IPP Ashkelon Ltd. and IPP 
Soreq Ltd. (which operate the power plants in Ashkelon and Soreq), for a total consideration of 
NIS 367 million. According to the memorandum of understanding, the consideration is payable in 
two instalments, the first of which, of NIS 307.5 million, is payable upon completion, with the 
remaining NIS 60 million payable one year after the completion date (deferred consideration). 
The deferred consideration will bear 2% annual interest and be linked to the CPI. In light of the 
COVID-19 epidemic, the increase in market risk, and concerns for a decrease in power 
generation rates for electricity sold by the power plants, and in light of the aforesaid memorandum 
of understanding, Delek Israel has reviewed the fair value of these power plants based through 
an independent third party appraiser. The results of this valuation constitute, approximately, the 
price derived for the power plants under the memorandum of understanding. As such, in the 
reporting period, Delek Israel recognized a provision for the power plants’ impairment, of NIS 174 
million. For more information, see Note 3F to the consolidated financial statements. 

Other operations 

− Exercise of swap transactions on The Phoenix Holdings Ltd. ("The Phoenix") shares 

Subsequent to the financial position statement date, on April 27, 2020 and on May 10, 2020, the 
Company notified the banks with which it had undertaken swap contracts to sell 25,000,000 
shares in The Phoenix, of the early completion of these swaps and the release to the Company of 
a net cash amount of NIS 143 million which had been pledged to the banks to secure the swaps, 
as common for such transactions. The shares were sold in an off-TASE transaction for a total 
consideration of NIS 413 million. 

For more information, see also Note 3A to the consolidated financial statements. 

− Sale of IDE Holdings Ltd. ("IDE") shares 

In March 2020, the Group sold its remaining holdings (20%) in IDE, for a total consideration of 
NIS 169 million. Thus, in the first quarter of 2020, the Group recognized net gains of NIS 20 
million. 

For more information, see also Note 3B to the consolidated financial statements. 

− Sale of investment property 

In March 2020, the Company sold to Gadot Biochemicals Ltd. ("Gadot") its title to land in the 
Haifa Bay area, on which Gadot's facility is located. Consideration for the sale totaled NIS 33 
million, which was approximately the asset's carrying value. 

 

3. Results of Operations 

A) Losses attributable to the Company's shareholders totaled NIS 2,766 million in the reporting 
period, as compared to a net profit of NIS 290 million in the same period last year.  

Losses in the first quarter of 2020 were mainly due to accounting write-downs which the Group 
was forced to recognize on its holdings in Ithaca due to the crisis caused in the global energy 
industry by the COVID-19 epidemic, and the price war between Russia and the Gulf states 
which began in the first quarter of the year. 

Contribution to net profit (loss) attributable to Company shareholders from principal operations 
(NIS millions): 

 1-3/2020  1-3/2019  2019 

      

Oil and gas exploration and production in and around Israel *) 136  117  384 



Board of Directors Report Delek Group Ltd. 

 

B - 5 

Oil and gas exploration and production in the North Sea **) 37  57  285 

Fuel operations in Israel (111)  9  91 

Contribution of continuing operations before 
discontinued operations and capital and other gains 

62  183  760 

Impairment of gas, oil, goodwill and other assets in oil and 
gas operations ***) 

(2,378)  (80)  (718) 

Finance, tax, and other income (expenses) ****) (450)  187  192 

Net profit (loss) attributable to Company shareholders (2,766)  290  234 

*) Excluding gains or losses 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. 

**) Excluding impairment losses on oil and gas assets of NIS 2,378 million, post-tax (USD 667 million)(in 
2019 - NIS 413 million, post-tax (USD 120 million)). 

***) For information concerning impairment of gas and oil assets and goodwill, see Notes 3I and 5 to the 
consolidated financial statements. 

****) In the reporting period, the item includes a NIS 174 million impairment to power plants and a NIS 200 
million impairment in the securities portfolio. 

 

B) Revenues from operating activities (NIS millions): 

The Group’s revenues in the reporting period totaled NIS 2,953 million, as compared to NIS 2 
billion in the same period last year, as detailed in the table below (NIS millions): 

 1-3/2020  1-3/2019  2019 

      

Oil and gas exploration and production in and around Israel 674  358  1,332 

Oil and gas asset development and production in the North 
Sea 

1,219 
 

392  2,062 

Fuel operations in Israel 960  1,119  4,912 

Other segments including adjustments 100  116  491 

Total revenues 2,953  1,985  8,797 

See also Note 9 to the financial statements - Information Regarding Operating Segments. 
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C) Operating profit (NIS millions): 

 1-3/2020  1-3/2019  2019 
      

Oil and gas exploration and production in and around Israel 407  104  649 

Oil and gas asset development and production in the North 
Sea  

(3,089) 
 

163  (104) 

Fuel operations in Israel (136)  27  164 

Other segments including adjustments (175)  161  34 

Total operating profit (2,993)  455  743 

See also Note 9 to the financial statements - Information Regarding Operating Segments. 
 

D) The Group’s share in the profits (losses) of associates, net (NIS millions): 

The Group's share in the results of its principal associates: 

 1-3/2020  1-3/2019  2019 
      

IDE 1) 2  10  15 

EMED -  -  - 

Other 1  1  (40) 

Total 3  11  (25) 

 In March 2020, the Group disposed of its remaining holdings in IDE's shares (see also Note 3B to the 
consolidated financial statements). 

 

E) Highlights from the Company's consolidated income statements (NIS millions): 

 1-3/2020  1-3/2019  2019 

      

Revenues 2,953  1,985  8,797 

Cost of revenues 2,014  1,394  6,510 

Gross profit 939  591  2,287 
      

Sales, marketing and gas station operating expenses 121  119  487 

General and administrative expenses 77  48  193 

Group's share in earnings (losses) of operating associates, 
net 

1 
 

1 
 

(39) 

Other income (expenses), net (3,735)  30  (825) 

Operating profit (loss) (2,993)  455  743 
      

Finance income 66  253  572 

Finance expenses (779)  (259)  (1,318) 

Profit (loss) after finance expenses, net (3,706)  449  (3) 
      

The Group's share in the profits of associates, net 2  10  14 

Profit (loss) before income tax (3,704)  459  11 
      

Income tax (tax benefit) (1,020)  104  (391) 

Profit (loss) from continuing operations (2,684)  355  402 

Profit (loss) from discontinued operations, net (26)  122  384 

Net profit (loss) (2,710)  477  786 
      

Attributable to -      

Company shareholders (2,766)  290  234 

Non-controlling interests 56  187  552 

 (2,710)  477  786 
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F) Movement in comprehensive income (loss) (in NIS millions): 

 1-3/2020  1-3/2019  2019 

      

Net profit (loss) (2,710)  477  786 

Other comprehensive income (loss) from continuing 
operations (post-tax): 

     

      

Reassessment following reclassification from PP&E to 
investment property 

- 
 

- 
 

- 

Loss from investment in equity instruments measured at fair 
value through other comprehensive income 

(149) 
 

(11) 
 

(167) 

Gain on financial assets at fair value through other 
comprehensive income 

9 
 

- 
 

- 

Transfer to profit or loss from adjustments from translation of 
overseas operations 

15 
 

14 
 

14 

Gain from cash flow hedges 1,186  24  92 

Transfer to profit or loss from cash flow hedges (131)  (44)  (105) 

Adjustments from translation of overseas operations (*) 401  (379)  (969) 

Other comprehensive income (loss) attributable to 
associates, net 

(2) 
 

(1) 
 

(4) 

      

Total other comprehensive income (loss) from 
continuing operations 

1,329 
 

(397) 
 

(1,139) 

Total other comprehensive income from discontinued 
operations, net 

- 
 

135 
 

153 

Total comprehensive income (loss)  (1,381)  215  (200) 
      

Attributable to:      

Company shareholders (1,479)  104  (501) 

Non-controlling interests 98  111  301 

 (1,381)  215  (200) 

(*) 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 period, the USD gained 3.2% against the NIS, as compared to a 
decrease of 3.1% in the same period last year.  
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4. Financial Position 

The Group's total assets as of March 31, 2020, amounted to NIS 45 billion, compared with NIS 47 
billion as of December 31, 2019.  

Principal changes in assets and liabilities as of March 31, 2020, compared with December 31, 
2019: 

Cash and cash equivalents and short-term investments 

As of March 31, 2020, the Group had cash and short-term investment balances of NIS 1.9 billion, 
consisting mainly of balances of NIS 0.9 billion in the Company and headquarters companies, and NIS 
1 billion in Delek Drilling.  

Current and non-current assets  

The Group's total current assets (excluding cash and short-term investments) as of March 31, 2020, 
amounted to NIS 4.1 billion, as compared to NIS 3.2 billion as of December 31, 2019. The bulk of this 
increase in current assets was due to a NIS 1 billion increase in the value of Ithaca's hedges.  

As of March 31, 2020, the Group’s total non-current assets amounted to NIS 38.9 billion, compared to 
NIS 41.5 billion as of December 31, 2019, a decrease of NIS 2.6 billion. This decrease in non-current 
assets was mainly due to USD 970 million (NIS 3.5 billion) in write-downs to goodwill, gas and oil 
assets attributable to energy operations in the North Sea.  

Short- and long-term liabilities  

Financial liabilities (to banks and others and to debenture-holders and holders of convertible 
debentures), as of March 31, 2020, amounted to NIS 27.3 billion, as compared to NIS 27.8 billion as of 
December 31, 2019. This decrease was due to repayment of a bank debt, to the amount of NIS 0.5 
billion. 

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 6 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. 

 



Board of Directors Report Delek Group Ltd. 

 

B - 9 

5. Sources of Finance and Liquidity 

The net financial debt of the Company and the staff companies as of March 31, 2020:(1) 

 NIS millions 

Liabilities  

Debentures 5,968 

Bank and other loans 1,949 

Other liabilities 311 

Total liabilities 8,228 
  

Assets  

Cash and deposits 21 

Pledged deposits - swap transactions  225 

Restricted deposits 96 

Financial investments   193 

Loans (*)  1,329 

Other payables 65 

Treasury shares (**) 57 

Total assets 1,986 
  

Financial debt, net  (6,242) 

(*) Composition of loans extended as of March 31, 2020: 

 

Borrower 
Loan balance 

 (NIS millions) 

Loans to Ithaca 943 

Seller's loan - The Phoenix transaction 136 

Loan to Delek GOM (for insurance receivables) 67 

Others 183 

Total 1,329 

(**) As of March 31, 2020, and as of the financial statements' approval date, Delek Financial Investments (2012) 
Limited Partnership, a wholly-owned subsidiary partnership of the Delek Group, held 586,422 shares of NIS 
1 par value in the Delek Group. For more information, see Section (f) - Additional information below.  

 

 
(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:(2) 

Borrower NIS millions 

Liabilities  

Debentures 5,964 

Bank and other loans 1,605 

Other liabilities 278 

Total liabilities 7,847 
  

Assets  

Cash and deposits 190 

Restricted deposits and securities 201 

Financial investments   97 

Loans (*)  1,309 

Other receivables 51 

Treasury shares (**) 59 

Total assets 1,907 
  

Financial debt, net  (5,940) 

 (*) Composition of loans extended to others, as of the financial statements' approval date: 

 

Borrower 
Loan balance 

 (NIS millions) 

Loans to Ithaca 921 

Seller's loan - The Phoenix transaction 136 

Loan to Delek GOM (for insurance receivables) 69 

Others 183 

Total 1,309 

 

Projected cash flows 

According to Regulation 10(b)(14) of the Securities Regulations (Periodic and Immediate Reports), 
1970 ("the Securities Regulations"), companies which, upon publication of their financial statements, 
have debt certificates in circulation, must test for warning signs as defined in the Securities 
Regulations. If one or more warning signs are found, companies must provide disclosure concerning 
their projected cash flows. 

The financial statements as of March 31, 2020, include the following warning signs: (1) the auditors' 
review as of the reporting date drew attention to significant doubts concerning 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 did not determine that such deficit does not indicate a problem with 
the Company's liquidity. 

The Company's Management has presented to the Company's Board of Directors all sources received 
until immediately prior to the financial statements' approval date, and all forecast sources which may 
serve the Company and the staff companies to meet their obligations in the next two years including 
the Company's forecast inflows from earning and dividend distributions from investee partnerships and 
companies, the Company's cash balances and securities portfolios (liquid balances) which service 
operating activities and liability repayments, plans to raise significant funds, mainly through 

 
(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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securitization of the overriding royalties from Karish-Tanin, the Company's plans to sell its holdings in 
its investees / other assets, and the Company's option to raise NIS 500 million in share capital. 

The Company's Board of Directors, having reviewed the forecast sources and uses report presented 
by Management, under different scenarios, believes, based on past experience, the Company's 
proven ability to raise funds in recent years and the Company's assets, that 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 indicated in the projected cash flows, required 
to settle the Company's liabilities. See also Note 1 to the consolidated financial statements concerning 
the COVID-19 pandemic and its effects on the Company's business. 

 

The forecast presented in this report refers to the Company and its wholly-owned staff companies, 
including Delek Energy Systems Ltd. ("Delek Energy"), and other wholly-owned staff companies such 
as: DKL Investments Ltd., DKL Energy Ltd., Delek Infrastructures Ltd., Delek Financial Investments 
(2012) Limited Partnership, Delek Petroleum Ltd., and Delek Hungary Holdings Ltd. (jointly - the 
Company and Staff Companies"). 
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Projected cash flows for the Company and its wholly-owned Staff Companies:  

  2020  

 Assumptions 
From Apr. 1, 2020 

to Dec. 31, 2020 
2021 

From Jan. 1, 2022 

to Mar. 31, 2022 

     

Opening balance - cash and liquid 
balances 1 213 942 1,872 

Inflows     

Forecast earning distributions from Delek 
Drilling 2 240 240 - 

Forecast dividend distributions from Ithaca 3 175 298 - 

Dividends from investees 4 9 - - 

Total dividends from investees  424 538 - 

Proceed on the sale of Cohen 
Development shares 5 207 - - 

Net of restricted deposit - Cohen 
Development 5 (104) - - 

Disposal of investees and other assets 6 1,500 - - 

Capital raising - Company shares 7 450 50 - 

Other inflows 8 98 - - 

Refinancing of existing loan against Ithaca 
shares and/or partial disposal of Ithaca 

shares 9 - 1,400 - 

Total other inflows  2,151 1,450 - 

Financing against pledge of Delek Drilling 
units simultaneous to capital raising 10 - 600 - 

Securitization of overriding royalties from 
Leviathan  11 630 - - 

Total loans and additional raising  630 600 - 

Total inflows  3,205 2,588 - 

Outflows     

Principal payments on debentures 12 (642) (915) (1,436) 

Interest payments on debentures 12 (193) (261) (91) 

Repayment of BNP loan 13 (350) (198) - 

Loan payments to banks and others, net 14 (1,072) - - 

Interest payments on bank loans and other 
liabilities 14 (115) (84) (14) 

Release of cash from swap transactions  225 - - 

Total debt payments (principal and 
interest)  (2,147) (1,458) (1,541) 

Transfers to restricted deposits 15 (107) - - 

Other outflows 16 (222) (200) (15) 

Total other outflows  (329) (200) (15) 

     

Total outflows  (2,476) (1,658) (1,556) 

Closing balance - cash and liquid 
balances  942 1,872 316 
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Assumptions underlying the projected cash flow from April 1, 2020 to March 31, 2022 

General assumptions 

• USD amounts were translated at an exchange rate of USD 1 = NIS 3.5. 

• Debentures and loans are linked to the known CPI as of March 31, 2020. 

• The projected cash flow report assumes early repayment of the entire bank debt to relevant 
banks as defined in the amended deed by the end of 2020, in order to release Delek Drilling's 
participation units pledged to secure the bank loans, and the subsequent pledge of some of these 
units to debenture holders as detailed in the amended deed.  

• The projected cash flow report does not account for the restricted cash balances and the 
expected date of their release back to the Company. The Company's pledged deposits at the 
publication date of this report (including deposits made according to Section 15 below) total NIS 
200 million (excluding deposits from swap transactions, which were released once these 
transactions were closed in the second quarter of 2020). 

Assumptions underlying specific projected cash flow items 

1. Cash and liquid balances 

The item includes the following balances, as of March 31, 2020 (NIS millions): 

 March 31, 2020 

Cash balance 21 

Financial investments (mainly marketable securities) 192 

Total 213 

 

2. Forecast earning distributions from Delek Drilling 

The assumption is that Delek Drilling will distribute (to all holders) USD 125 million in earnings 
each year in 2020-2021. The projected cash flow accounts for the Company's share (55%). 

Earning distributions from Delek Drilling are mainly based on expected cash flows from 
operating activities in the Tamar and Leviathan Reservoirs. Projections are further based on the 
assumption presented by Delek Drilling's management, whereby in 2020 Delek Drilling would 
conduct a USD 2.5 billion refinancing of the Leviathan Project. 

It is noted that should refinancing be completed after the end of 2020, the assumption is that the 
aforesaid amounts will be distributed in the cash flow periods up to March 31, 2022. 

The assumption underlying this cash flow is that earning distributions by Delek Drilling 
receivable for Delek Drilling's pledged participation units will serve to repay the liabilities for 
which the units are pledged. 

3. Forecast dividend distributions from Ithaca 

The assumptions underlying the forecast is that Ithaca will distribute USD 50 million in dividends 
by the end of 2020 (of which USD 20 million were received in cash in May 2020 and used to 
repay the BNP loan); USD 85 million in 2021; and USD 30 million (Company's share) in the first 
half of 2022.  

It is noted that these dividend inflows will initially be used to repay the BNP loan, as detailed in 
the above projected cash flow.  

4. Dividend inflows from an investee  

Includes dividends received from Cohen Development. 



Board of Directors Report Delek Group Ltd. 

 

B - 14 

5. Sale of Cohen Development shares net of restricted deposit 

On April 19, 2020, the Company sold its shares in Cohen Development (51.76%), in 
consideration for NIS 207 million. In light of the fact that these shares were pledged as collateral 
to a bank, it was agreed that half of the consideration would be released to the Company to 
service its operating needs, while the other half would be pledged to the bank in deposit in lieu 
of the pledged shares. In June 2020, partial repayment was made on this bank loan, to the 
value of the pledged deposit. 

6. Disposal of investees and other assets 

Mainly reflects expected inflows from the sale of Delek Israel shares and/or dividends 
distributed from the sale of Delek Israel assets, 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. Capital raising - Company shares 

The Company's Board of Directors has decided to work to raise NIS 450 million in capital in 
2020, and NIS 50 million in the first four months of 2021. In May 2020, the Company issued NIS 
137 million in capital, in addition to issuing two series of warrants exercisable into Company 
shares. Exercise of these two series would increase the Company's equity by an additional NIS 
70 million.   

8. Other inflows 

Projected inflows mainly comprise USD 20 million of forecast insurance receivables due to 
problems encountered while drilling in the Gulf of Mexico, and other additional inflows. 

9. Refinancing of existing loan against Ithaca shares and/or partial disposal of Ithaca shares 

The Company is working to refinance the existing loan provided against the pledge of Ithaca 
shares and/or to find a partner and/or to sell part of Ithaca's shares (including selling as part of 
an initial public offering) and/or raising funds through a pre-IPO mechanism for Ithaca shares 
and/or a combination of the above, to the amount of USD 400 million. 

10. Financing against pledge of Delek Drilling participation units coupled with a capital-raising round  

According to the amended deed which the Group has negotiated with its debenture holders, 
financing secured against the Group's unencumbered holdings in Delek Drilling participation 
units will be coupled with a capital raising round of similar value. The assumption is that these 
actions will yield cash flows of NIS 600 million.  

11. Securitization of overriding royalties from Leviathan  

This forecast assumes that the Company will raise a private loan against a specific pledge of its 
rights and Delek Energy's rights to overriding royalties from Leviathan. Based on estimates 
concerning inflows expected from these royalties and based on discussions currently underway 
with financial institutions, the Company estimates that loans provided against the overriding 
royalties will total USD 180 million (NIS 630 million). Thus, the forecast did not include future 
inflows from said overriding royalties, and the assumption is that these inflows will service the 
interest and principal payments on this loan.  

12. Principal and interest payments on debentures 

Based on the amortization schedules for the Company's and staff companies' debentures. 

For more information about agreements with debenture holders, see Note 10 to the 
consolidated financial statements.  

13. Repayment of BNP loan 

Figures for 2020 refer to a mandatory repayment of the loan to the amount of USD 50 million 
(NIS 175 million), planned for November 2020. This is in addition to USD 20 million (NIS 70 
million) repaid in May 2020, and USD 30 million (NIS 105 million) to be paid from Ithaca 
dividends, expected to be received by the end of 2020. The remaining USD 57 million of the 
loan will be repaid in 2021. 
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14. Loan payments to banks and others, net 

The above cash flow projection assumes full repayment of NIS 930 million in bank loans, 
including debts which have not officially become due. As of the financial statements' approval 
date, a total of 437,178,236, participation units in Delek Drilling were pledged to the banks, 
accounting for 37% of Delek Drilling's capital. 

15. Transfers to restricted deposits 

As part of the Company's understandings from June 2020 with Bank Mizrahi and several 
financial institutions which had provided a loan to The Phoenix's buyers (jointly - "the 
Creditors"), the Company would pledge to the Creditors the consideration received from the 
sale of Mehadrin's shares which were held in the bank account, to the amount of NIS 74 million, 
and part of Ratio Petroleum's shares which are held in the account.    

16. Other outflows 

The item includes tax payments on previous years, general and administrative expenses, other 
unforeseen payments, and actual erosion of financial investments. 

Warning concerning forward-looking information - In the attached projected cash flow, the 
Company has included, both for its own operations and for the operations of its investees, forward-
looking information as defined in the Securities Law, 1968. This information includes, among other 
things, the probability for the materialization of relevant business scenarios expected to yield inflows 
for the Company, the time frames for the materialization of such scenarios; results of operations; 
possible alternatives for securing sources to meet the liabilities of the Company and the staff 
Companies as they become due; the amounts and timing of debenture and loan repayments for the 
Company and the staff companies and other forecasts, assessments, assumptions, and other 
information concerning future events or matters, whose materialization is uncertain and outside the 
Company's or its investees' control, especially in light of the extreme uncertainty prevailing on the 
report's approval date due to the COVID-19 pandemic.  
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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): 

 1-3/2020  1-3/2019  2019 

      

Revenues from gas sales net of royalties 674  358  1,332 

Operating profit (adjusted for impairment of oil and gas 
assets and gains from disposal of oil and gas assets) 

464 
 

104  652 

Loss on disposal of oil and gas assets  -  -  (3) 

Impairment of oil and gas assets (57)  -  - 

EBITDA 580  299  1,089 

Finance income (expenses), net (185)  105  217 

Net profit attributable to Group shareholders 158  104  476 

Gas sales from the Tamar Project, in BCM (*) 2  2.7  10.5 

Gas sales from the Leviathan Project, in BCM (*) 1.6  -  - 

Condensate sales - thousands of barrels (***) 213  120  482 

 (*) The data relate to sales of natural gas (100%) from the Tamar Project (previous year - Tamar and 
Yam Tethys) and the Leviathan Project, rounded to one tenth of one BCM. 

(**)  The data relate to condensate sales (100%) from the Tamar and Leviathan projects, rounded to 
thousands of barrels. 

 

Analysis of the Oil and Gas Exploration and Production in and around Israel segment's results 

In the reporting period, oil and gas exploration and production in and around Israel yielded a net 
profit of NIS 158 million, as compared to a net profit of NIS 104 million in the same period last year. 
This year-on-year increase in profit was mainly due to the start of gas supply from the Leviathan 
Reservoir. Furthermore, in the corresponding period of last year, the Company recorded an NIS 80 
million loss from fair value adjustments to its investment in Tamar Petroleum. 

Revenues from gas sales net of royalties 

In the reporting period, the segment's revenues from oil and gas sales, net of royalties, totaled 
NIS 674 million, compared with NIS 358 million in the same period last year.  The increase was 
mainly attributable to the start of production in the Leviathan Reservoir, as aforesaid.  

Operating profit (excluding impairment of oil and gas assets) 

Operating profit in the reporting period amounted to NIS 464 million, compared to NIS 104 
million in the same period last year. This increase in operating profit was mainly due to the start 
of production in the Leviathan Reservoir.  

Finance income (expenses), net 

In the reporting period, net finance expenses totaled NIS 185 million, as compared to net 
finance income of NIS 105 million in the same period last year. This year-on-year increase in 
finance expenses was mainly due to credit costs no longer being discounted for the Leviathan 
Project, as it reached the end of the development stage and began producing natural gas. 
Furthermore, in the corresponding period last year, the Company recognized NIS 112 million in 
income from revaluation of contingent considerations from the sale of the Karish and Tanin 
leases. 
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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): 

 1-3/2020  1-3/2019  2019 

      

Net profit from Delek Drilling's statements 297  147  802 

Indirect holdings 59.9% *)  59.8%  59.8% 

Group's share 178  88  480 

Income tax (8)  (41)  (112) 

Revenues from overriding royalties 13  11  37 

Results of direct holdings in Yam Tethys (4.44%) (2)  1  (9) 

Amortization of excess acquisition costs (**) (12)  (9)  (15) 

General and administrative expenses (1)  (6)  (18) 

Finance income (expenses), net (10)  60  93 

Other income -  -  20 

Contribution to net profit from oil and gas exploration 
and production  

158 
 

104 
 

476 

*) In 2019, the Group's indirect holdings in Delek Drilling totaled 59.8%. It is noted that, 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). 

 

Additional information 

On March 31, 2020, the Group performed extremely material valuations to test for impairment of 
the Group’s oil and gas assets in and around Israel (separately, or as an asset group 
constituting a single cash-generating unit). These valuations were performed by an independent 
third-party appraiser, and are attached to the Group’s statements. 

For more information on oil and gas exploration in and around Israel, see Notes 1, 3I, 5, 6 and 
10 to the consolidated financial statements. 

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.  

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 attached 
proforma statement.  

For more information on this transaction, see Chapter 2 above, and Note 3 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) March 31, 2020 December 31, 2019 

Cash and cash equivalents 29 15 

Financial derivatives 330 60 

Other current assets 270 267 

Investments in oil and gas exploration and production 2,054 2,903 

Other assets, net (mainly deferred taxes) 832 589 

Goodwill 768 982 

Total assets 4,283 4,816 

   

Current liabilities (trade and other payables) 361 430 

Bank loans, RBL, and debentures 1,375 1,514 

Loan from the Delek Group 264 250 

Other long-term liabilities (mainly obligation to disassemble 
assets) 

1,347 1,335 

Equity attributable to Ithaca's shareholders 936 1,287 

Total liabilities and equity  4,283 4,816 

 

Income statement 

(USD millions) 1-3/2020 1-3/2019 2019 

Revenues from oil and gas sales  348 108 582 

Cost of sales (excluding depreciation and 
inventory turnover) 

(112) (31) (205) 

Depreciation expenses (117) (32) (190) 

Oil and gas inventory turnover (13) 1 2 

Gross profit 106 46 189 

Impairment of gas and oil assets and goodwill (966) - (199) 

Bargain purchase gains   - - 

Other expenses, net (4) (2) (22) 

Finance expenses from hedges (7) (3) (43) 

Other finance expenses, net (61) (17) (112) 

Profit (loss) before income tax  (932) 24 (187) 

Tax benefit (tax expenses) 277 (9) 148 

Net profit (loss) attributable to Ithaca's 
shareholders  

(655) 15 (39) 

Output in the reporting period (KBoe) 6,840 1,890 
10,435 

(proforma - 27,590)*) 

Average daily output (KBoed) 75.2 21.0 
28.6 

(proforma - 75)*) 

*) Proforma - including the output of CNSL's operations for all of 2019. 
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Cash flow from operating activities and adjustment to net profit 

(USD millions) 1-3/2020 1-3/2019 2019 

Sales (before hedges and net of inventory 
turnover) 

252 98 493 

Gains on hedges  81 8 91 

Income after hedging 333 106 584 

Operating expenses (107) (28) (199) 

General, administrative, currency, and other 
expenses 

(5) (1) (27) 

Cash flows from operating activities  221 77 358 

Depreciation and amortization (117) (32) (190) 

Impairment of gas and oil assets and goodwill (966) - (199) 

Other non-cash expenses (7) - - 

Finance expenses, net (63) (21) (156) 

Tax benefit (tax expenses)  277 (9) 148 

Net profit (loss) attributable to Ithaca's 
shareholders (655) 15 (39) 

 

Additional data concerning Ithaca's results: 

Revenues  

Ithaca's revenues in the reporting period totaled USD 348 million, as compared to revenues of 
USD 108 million in the same period last year. Revenue composition was as follows: 

Sales revenues 

(USD millions) 1-3/2020 1-3/2019 2019 

Oil 202 48 334 

Natural gas 51 37 127 

NGL (natural gas liquids)  13 8 29 

Other income 1 - 1 

Gains on hedges 81 15 91 

Total 348 108 582 

 

The year-on-year increase in revenues in the first quarter of 2020 was mainly due to increased 
volumes of oil and gas sales, mainly following the addition of active oil assets through CNSL's 
acquisition. 

Output in the reporting period totaled 6.8 mmbbl (75.2 bbl/day, on average).  

The average selling price per barrel of oil (before hedges) went down to USD 58 / bbl in the 
reporting period, as compared to USD 63 / bbl in the same period last year. Furthermore, gas 
prices were down in the reporting period, from 45 pennies/therm on average in the first quarter 
of 2019, to 24 pennies/therm on average in the present quarter, 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 81 million in revenues in the 
reporting period.  
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Cost of revenues 

In the reporting period, cost of revenues (excluding depreciation costs and inventory turnover) 
totaled USD 112 million, as compared to USD 30 million in the same period last year. The bulk 
of this year-on-year increase was due to the acquisition of CNSL's assets, as aforesaid. 
Average production costs per barrel totaled USD 16/bbl in the reporting period.  

In the reporting period, depreciation and amortization costs totaled USD 117 million, as 
compared to USD 32 million in the same period 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 gas and oil assets and goodwill 

As of March 31, 2020, the Group included a provision for impairment of oil and gas assets in the 
North Sea and a write-down of goodwill to the post-tax amount of USD 667 million (NIS 2.4 
billion). This impairment was mostly due to the crisis caused in global energy markets by the 
COVID-19 epidemic and the price war between Russia and Saudi Arabia. These caused, 
among other things, lower forecasts for oil and gas prices, and partly due to a decrease in 
reserves. The recoverable amount is set as the fair value of a cash-generating unit, net of 
selling costs. This fair value was measured by an independent third-party appraiser, based on 
the expected future cash flows from oil and gas sales, net of selling costs, and considering the 
assumptions used by reasonable market players to determine fair value. Cash flows were 
discounted using a post-tax discounting rate of 10.5%. For more information, see Note 5O to 
the consolidated financial statements. 

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 March 31, 2020, Ithaca had open hedges on 18 mmbbl of oil, at an 
average hedged price of USD 60 per barrel, and open hedges on 491 million therms of gas, at 
an average hedged price of 50 pennies per therm. The value of these hedges as of March 31, 
2020, is presented as a USD 510 million (NIS 1.9 billion) asset. In light of the drop in oil prices, 
in the reporting period and subsequent to the financial position statement date, Ithaca exercised 
part of its hedges on oil prices and replaced them with hedges reflecting current oil price 
forecasts. Following these transactions, Ithaca has open hedges on oil prices at an average 
price of USD 53 per barrel. There was no change in its hedges on gas prices. For information 
on hedges before and after these transactions, see Note 8C to the consolidated financial 
statements. 

Other finance expenses, net 

In the reporting period, finance expenses totaled USD 61 million, as compared to USD 17 
million in the same period last year. Finance expenses were up mainly due to changes in loan 
terms and volumes in connection with CNSL's acquisition. 

Additional information 

As of March 31, 2020, the Group performed extremely material valuations to test for impairment 
of Ithaca’s oil and gas assets and to test for impairment of goodwill attributable to Ithaca's 
operations. These valuations were performed by an independent third party appraiser and are 
attached to the Group's statements. It is noted that the main factors used in these valuations 
included, among other things, the Group's assessments concerning future developments in oil 
and gas prices, as forecast on March 31, 2020.  

For more information on Ithaca's operations, see Notes 1 and 5 to the consolidated financial 
statements. 
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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  

 March 31, 2020 December 31, 2019 

Cash and cash equivalents 65 54 

Current assets (excluding cash and cash equivalents) 1,205 1,449 

Property, plant and equipment 1,838 2,014 

Right of use assets 861 864 

Other long-term assets 555 619 

Total assets 4,524 5,000 
   

Short-term credit from banks and others 1,246 1,088 

Current liabilities (excluding credit) 878 1,064 

Long-term loans from banks and others 762 821 

Other long-term liabilities (mainly from leasing) 793 835 

Equity attributable to Delek Israel's shareholders 844 1,191 

Non-controlling interests 1 1 

Total liabilities and equity  4,524 5,000 

 

Income statement 

(USD millions) 1-3/2020 1-3/2019 2019 

Revenues 960 1,119 4,912 

Gross profit 103 163 731 

Sales and gas station operating expenses 121 119 488 

General and administrative expenses 26 18 67 

Other income (expenses), net (92) 1 (12) 

Operating profit (loss) (136) 27 164 

Finance expenses, net 16 15 45 

The Group's share in the profits of associates, net - - (2) 

Profit (loss) before income tax (151) 12 117 

Income tax (tax benefit) (40) 2 26 

Net profit (loss) from gas station and fuel marketing 
operations 

(111) 10 91 

Contribution to loss of power plant operations (192) - - 

Net profit (loss) (303) 10 91 

EBITDA (excluding other income (expenses)) 29 48 250 

 

Analysis of the results of fuel operations in Israel 

General 

In the reporting period, Delek Israel's losses totaled NIS 303 million, as compared to a profit of 
NIS 10 million in the same period last year. It is noted that, starting January 1, 2020, Delek 
Israel consolidates the results of power plant operations, which contributed a loss of NIS 192 
million. Excluding these operations, losses would have totaled NIS 111 million.  

As of March 31, 2020, Delek Israel had 238 public gas stations (of which 179 were operated by 
Delek Israel) and 195 convenience stores (of which 161 were operated by Delek Israel, with the 
rest operated by franchises). 



Board of Directors Report Delek Group Ltd. 

 

B - 22 

Revenues 

Sales net of government taxes ("Net Sales") totaled NIS 960 million in the reporting period, as 
compared to NIS 1,119 million in the same period last year. 

Sales turnover in self- and franchise-operated convenience stores in the reporting period totaled 
NIS 109 million, similar to the figure for the same period last year. 

Gross profit 

Gross profit in the reporting period amounted to NIS 103 million, compared with NIS 163 million 
in the same period last year, a decrease of 37%. Gross profit excluding inventory gains/losses 
amounted to NIS 154 million in the reporting period, as compared to NIS 170 million in the same 
period last year. 

Substantial inventory losses resulted from sharp drops in oil prices worldwide starting from 
March 2020, coupled by a major slowdown in fuel consumption. These factors led to significant 
inventory losses on Delek Israel’s fuel inventory in the first quarter of 2020, and is expected to 
continue driving inventory losses in the second quarter of 2020. 

Furthermore, fuel orders from the refinery for March 2020 did not foresee the sharp drop in fuel 
consumption which began in the latter half of the month. As a result, Delek Israel incurred 
material losses, when unsold fuel quantities from March 2020 decreased in value. In the 
reporting period, Delek Israel recognized expenses from price differences on fuel orders from 
the refinery. 

Sales, gas station operation and general and administrative expenses  

The effects of the COVID-19 epidemic were felt in full in the second half of March 2020. As a 
result, measures taken by Delek Israel’s management's minimized the effects on Delek Israel’s 
results for the first quarter of 2020. 

Delek Israel met the COVID-19 epidemic with the following measures: 

1. Lowering salary costs by requiring employees to utilize vacation days or go on unpaid 
leave. 

2. Lowering rental costs - gas station rental costs are a material component in Delek Israel’s 
expense structure. Delek Israel is working with gas station landlords to lower the monthly 
rental fees for the months which saw a material drop in sales volumes. 

3. Lowering headquarter and overhead costs, and stopping non-essential expenses at this 
time. 

 Delek Israel’s management estimates that its actions will mitigate the damage to the 
Company's operating results from the second quarter of 2020.  

 In the reporting period, sales and gas station operation expenses amounted to NIS 121 
million, compared with NIS 119 million in the same period last year.  

 In the reporting period general and administrative expenses totaled NIS 26 million, 
compared with NIS 18 million in the same period last year. The bulk of this increase was 
due to an increase in the provision for doubtful debt. Delek Israel’s management estimates 
that this increase reflects the credit risk inherent in Delek Israel’s trade receivables 
portfolio. 

Operating loss and EBITDA 

Delek Israel recorded an operating loss of NIS 136 million. The loss was due to a NIS 93 million 
in write-downs to Pi Gliloth and other assets. These provisions were based on valuations 
performed for these assets. 

Delek Israel's EBITDA (operating profit excluding one-time results and inventory gains/losses 
and excluding the effects of IFRS 16) in the reporting period and in the same quarter last year, 
totaled NIS 29 million and NIS 48 million, respectively. 
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Finance expenses, net 

Net finance expenses in the reporting period amounted to NIS 16 million, as compared to NIS 
15 million for the same period last year, an increase of 7%. 

For more information about Fuel Operations in Israel, see Note 1, 3, and 6 to the consolidated 
financial statements. 

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 Soreq) through its subsidiaries. The power plants are 
held by Delek Israel; see the chapter concerning Delek Israel’s operations above. 

For information concerning the sale of the Company’s remaining holdings (20%) in IDE, see 
Note 3B 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 

in NIS 

GBP 
representative 
exchange rate 

Known CPI  

in points *) 

    

March 31, 2020 3.565 4.3986 100.2 

March 31, 2019 3.632 4.7326 100.1 

December 31, 2019 3.456 4.5597 100.7 

    

Change during the year % % % 

    

Q1/2020 3.2 (3.5) (0.5) 

Q1/2019  (3.1) (1.3) (0.3) 

*) Base index - 2014 average. 
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3. Linkage bases report as of March 31, 2020: 

 Israeli Currency Foreign Currency      

 Un-linked CPI-linked USD 
Other 

currencies Fair value 

Monetary 
items in 

overseas 
operations 

(USD) 
Held-for-

sale assets 

Non-
monetary 

item Total 

Assets          

Current assets 1,319 16 73 - 333 3,713 - 563 6,017 

Non-current assets 233 40 274 21 892 2,920 - 34,514 38,894 

Total assets 1,552 56 347 21 1,225 6,633 - 35,077 44,911 

          

Liabilities          

Current liabilities 7,124 1,916 491 25 - 10,551 - 645 20,752 

Non-current liabilities 920 598 73 97 - 9,264 - 7,010 17,962 

Total liabilities 8,044 2,514 564 122 - 19,815 - 7,655 38,714 

Assets less liabilities, net (6,492) (2,458) (217) (101) 1,225 (13,182) - 27,422 6,197 
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C. 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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D. Dedicated disclosure for debenture holders 

1. Information on debentures issued by the Company: 

Series Issue date 
Par value 
Original 

Par value 
balance as of 
Mar. 31, 2020 

Nominal interest 
rate Linkage 

Carrying 
amount - 
Mar. 31, 

2020 

Interest 
accrued in 
the books 
as of Mar. 
31, 2020 

Repayment dates - 
(principal/ interest) 

Stock 
exchange 
value as of 

Mar. 31, 
2020 Trustee 

B13 3/2007 913 274 
Until listing - 
+5.1%, after 
listing - 4.6% 

Israeli CPI 333 - 

Principal and interest 
payments on Mar. 29 and 
Sept. 29 in each of 2020-
2021 

72 
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 578 15 

Interest payments on Apr. 
30 and Oct. 31 and 
principal payments on Oct. 
31 in each of 2020-2022 

133 

Reznik Paz Nevo RPN Trusts 
2007 Ltd., 14 Yad Harutzim St., 
Tel Aviv Tel: 03-6389200, Elad 
Sirkis 

B19 11/2010 560 419 4.65% Israeli CPI 446 8 

Interest payments on May 
10 and Nov. 10 and 
principal payments on 
Nov. 10 in each of 2020-
2022 

97 
Hermetic Capital Ltd. 113 
Hayarkon St. Tel Aviv Tel: 03-
5544553 - Tzuri Galili 

B22 6/2007 500 250 4.50% Israeli CPI 302 3 

Principal and interest 
payments on Jun. 30 and 
Dec. 31 in each of 
2020-2021 

70 

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 3,108 

Until the rating 
downgrade (Mar. 
22, 2020) - 4.3% 
From Mar. 23, 
2020 - 5.3% 

Un-linked 3,108 15 

Interest payments on Aug. 
20 and Feb. 20 and 
principal payments on 
Feb. 20 in each of 2020-
2025 

726 
Hermetic Trust (1975) Ltd. 113 
Hayarkon St. Tel Aviv Tel: 03-
5274867 - Dan Avnon 

B33 7/2016 705 705 

Until the rating 
downgrade (Mar. 
22, 2020) - 2.8% 
From Mar. 23, 
2020 - 3.8% 

Convertible 
and non-
linked 

705 5 

Interest payments on Jul. 
10 and Jan. 10 in each of 
2020-2022; principal 
payment on Jan. 10, 2022 

156 
Hermetic Trust (1975) Ltd. 113 
Hayarkon St. Tel Aviv Tel: 03-
5274867 - Dan Avnon 

B34 2/2018 521 519 

Until the rating 
downgrade (Mar. 
22, 2020) - 
4.48% 
From Mar. 23, 
2020 - 5.48% 

Un-linked 519 6 

Interest payments on Jun. 
30 and Dec. 31 and 
principal payments on 
Dec. 31 (except Dec. 31, 
2022) in each of 2020-
2028 

124 
Hermetic Trust (1975) Ltd. 113 
Hayarkon St. Tel Aviv Tel: 03-
5274867 - Dan Avnon 
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2. Additional information on debentures convertible to Company shares 

Series Conversion to shares Conversion ratio Key conversion terms Forced conversion 

B33 
Delek Group 
Ordinary shares 
1084188 

Conversion ratio in the period from 
July 11, 2019 to December 31, 2021 - 
1,278.52907 

The right to conversion into Company 
shares will stand on each day of 
trading until December 31, 2021, 
such that every NIS 1,278.52907 par 
value in Debentures (Series B33) 
may be converted 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 is entitled to forced 
conversion if the closing price for the 
Company's shares on the TASE for 
15 consecutive days of trading 
exceeds NIS 2,000 (starting July 11, 
2019) 

 

3. For more information about the debenture plan, see Note 10 to the consolidated financial statements.. 

4. For the updated rating report for the Company’s Debentures (Series B13, B22, B31, B33, B34), S&P Maalot’s report of May 5, 2020, which downgraded 
the debentures’ rating from ilBBB-Negative to ilCCC-Negative, is included herein by way of reference. See the Company’s immediate report of May 5, 
2020 (ref. no. 2020-01-044400), included herein by way of reference. It is noted that, on April 1, 2020, S&P Maalot issued a report downgrading its 
rating for the Company’s Debentures (Series B13, B22, B31, B33, B34) from ilA/stable to ilBBB-Negative.  
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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. 

Subsequent to the financial position statement date, the Company signed an amendment to the deeds 
of trust between the Company and the holders of its various debenture series. The amended deeds of 
trust specified grounds for immediate repayment, as follows: 

− In the period until May 31, 2021, the trustee and the debenture holders will not call for immediate 
repayment of the debentures on grounds based solely on the state of the Company's business as 
it was at the time of the amended deed's publication and/or on grounds concerning a low rating of 
the Company's debentures.  

− Until the publication date of the first quarter statements in 2021, the grounds for immediate 
repayment specified in the deeds of trust concerning low equity - shall not apply. For statements 
from the second quarter of 2021 and until the annual statements for 2023, the holders will have 
grounds for immediate repayment if the equity after deducting additional equity arising from 
revaluations and equity as presented in the statements are lower than the levels specified in the 
amended deed for these purposes. From the statements for the first quarter of 2024 onwards, the 
debenture holders will have ground to call for immediate repayment if the equity presented in the 
Company's statements falls below NIS 2.6 billion. 

− Until the publication date of the first quarter statements in 2021, the grounds for immediate 
repayment specified in the deeds of trust concerning the equity to balance sheet ratio - shall not 
apply. For statements from the second quarter of 2021 and until the annual statements for 2023, 
requirements have been specified for the equity to balance sheet ratio. Should the company fail 
to meet these requirements for two consecutive quarters, the holders will have grounds for 
immediate repayment. From the statements for the first quarter of 2024, the debenture holders 
will have grounds to call for immediate repayment should the equity to balance sheet ratio 
according to the Company's separate statements fall below 20% for two consecutive quarters. 

The amended deed includes additional declarations and obligations for the Company, including: (a) 
concerning uses for proceeds from capital issuances and/or dividends and/or sales and/or pledges of 
certain assets; (b) an obligation not to deposit monies and/or securities with the creditor banks of the 
Company or companies under its control, except for certain permissible exceptions; (c) an obligation not to 
acquire assets and/or make investments and/or assume credit and/or assume fiscal liabilities toward 
financial creditors and/or change the terms of certain credit agreements, except for certain permissible 
exceptions; (d) in the Effective Period: the Company's general and administrative expenses will not exceed 
such amounts as specified, the Company will not make distributions, the Company and companies under 
its control will not undertake transactions in which the controlling shareholder has a personal interest 
(except for officers' insurance and existing contracts as disclosed in the statements), the Company and 
private companies under its control will neither sell nor buy Company debentures; (e) obligations to provide 
the trustees with various notices; (f) an obligation to cover the fees and expenses of the trustees and their 
agents. It was furthermore agreed that a violation of any of the Company's obligations under the amended 
deed would grant the trustees and the debenture holders grounds to call for immediate repayment, and a 
right to exercise all sureties provided to the trustees. 

For more information, see also Note 10 to the consolidated financial statements. 
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E. 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 2019 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 held 450,760 shares in the Company. 

In the reporting period, 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 held 586,422 Company shares. The Company and the subsidiary partnership also bought 
NIS 26 million in Company debentures. 

 

 

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. 

 

 

 

 

 

 Sincerely  
   
   

Gabriel Last  Asaf Bartfeld 
   

Chairman of the Board  CEO 
   
   
   
   

Signature date: June 29, 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 March 31, 2020 (in NIS millions):  

 
Apr. 1, 2020 - 
Dec. 31, 2020 2021 2022 2023 2024 

2025 
onward Total 

Debentures  
Principal 642 915 1,778 796 796 1,041 5,968 

Interest 193 261 189 121 79 64 907 

Loans and 
credit facilities 
from banks and 
others (*) 

Principal 493 998 207 12 12 49 1,771 

Interest 110 67 31 27 26 2 263 

Total 1,438 2,241 2,205 956 913 1,156 8,908 

*) Excluding amounts received by the Company as part of the swap transactions for selling The Phoenix's shares and 
a convertible liability. 

 

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):  

 

Jun. 29, 2020 - 
Dec. 31, 2020 2021 2022 2023 2024 

2025 
onward Total 

Debentures  
Principal 640 913 1,778 796 796 1,041 5,964 

Interest 165 261 189 121 79 63 878 

Loans and 
credit facilities 
from banks 
and others (*) 

Principal 1,135 298 - - - - 1,433 

Interest 
58 42 25 25 25 - 175 

Total 1,998 1,514 1,992 942 900 1,104 8,450 

*) Excluding a convertible liability. 
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Appendix B to the Board of Directors' Report 

 

In accordance with Regulation 8B to the Securities Regulations, attached are the following valuations: 

A) Testing for impairment attributable to the cash-generating unit 'Oil and Gas Development and 
Production Assets in the North Sea', and testing or impairment of oil and gas assets in the North 
Sea.  

As of March 31, 2020, the Group performed an extremely material valuation to test for impairment 
attributable to the cash-generating unit 'Oil and Gas Development and Production Assets in the North 
Sea', and to test for impairment of oil and gas assets in the North Sea. The financial study comprising 
these two valuations is attached to the Group's statements. Highlights from this financial study: 

Focus of valuation: Measuring the recoverable amount for gas and oil assets in the 
North Sea, and measuring the recoverable amount of the cash-
generating unit to which goodwill is attributed 

Study date: March 31, 2020 

Value immediately prior to the valuation 
date had Israeli GAAP, including 
depreciation and amortization, not 
required a change in value pursuant to 
the valuation: 

Not applicable. 

Value following assessment: The recoverable amount of gas and oil assets in the North Sea 
was estimated at USD 2,065 million. Based on this assessment, 
the Group recognized a provision for impairment of these assets 
in the reporting period, which resulted in a loss attributable to the 
Company's shareholders of USD 751 million (USD 451 million 
post-tax). 

The recoverable amount of the cash-generating unit known as 'Oil 
and Gas Development and Production Assets in the North Sea' to 
which goodwill is attributed, was estimated at USD 1,200 million. 
Based on this assessment, the Group recognized a provision for 
impairment of goodwill to the amount of USD 216 million in the 
reporting period. 

Identity and details of appraiser: The study was prepared by Duff & Phelps, a global consulting firm 
with over 3,500 employees across 28 countries. The company 
was founded in 1932, and provides consulting services to 
numerous clients, including 50% of the S&P500 companies. The 
company provides a range of consulting services, including 
valuations, tax services, and M&A consultancy. The company's 
valuations team comprises more than 1,200 professional staff and 
experts in financial consulting, including PPAs, impairment testing 
for goodwill and intangible assets, and valuation analysis. 
According to the contract with the appraiser, except in the event of 
improper conduct or fraud by the appraiser, its liability is limited to 
its fees. The Company also undertook to indemnify the appraiser 
for any damage it may incur as a result of third party lawsuits, 
except if a competent court decides that the lawsuit was caused 
by gross negligence, intentional improper conduct or fraud by the 
appraiser.  

The valuation model employed: Discounted cash flows 

Assumptions used by the appraiser in 
the valuation, under the valuation 
model: 

The key assumptions underlying the valuation include revenue 
and expense forecasts bearing in mind, among other things, 
production flows and quantities, forecast oil and gas prices, the 
inflation rate, and removal costs. In its valuation, the appraiser 
applied the discounted cash flow method, using a post-tax 
discounting rate of 10.5%, and forecast Brent oil prices of USD 
34.5/barrel in 2020, USD 44.8/barrel in 2021, and reaching USD 
71.9/barrel in 2025. 
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B) Testing for impairment of the Group's investments in oil and gas assets in the Tamar Project 

Information concerning the said extremely material valuation: 

Focus of valuation: The Group's investments in oil and gas assets in the Tamar Project 

Study date: March 31, 2020 

Value immediately prior to the valuation 
date had Israeli GAAP, including 
depreciation and amortization, not 
required a change in value pursuant to 
the valuation: 

Not applicable. 

Value following assessment: The fair value of the Group's oil and gas assets in the Tamar 
Project totaled USD 1,342 million (NIS 4,784 million). In light of this 
assessment, the Group recognized a provision for impairment 
attributable to non-controlling interests to the amount of USD 16 
million (NIS 57 million).  

Identity and details of appraiser: The study was prepared by GSE Economic Consulting Ltd. a 
subsidiary of Giza Singer Even Ltd., a leading financial consulting 
and investment banking firm in Israel. The firm has extensive 
experience working with leading major companies, key 
privatizations, and the major transactions in the Israeli market, 
gained over its 30 years of operations. The analysis team was 
headed by Mr. Eitan Cohen, CPA, a partner and head of the 
Economic Department in Giza Singer Even. Mr. Cohen has more 
than ten years of experience in economic and commercial 
consulting. The appraiser is independent of the Group. The contract 
with the appraiser includes an indemnification clause. 

The valuation model employed: Discounted cash flow projections method. 

Assumptions used by the appraiser in 
the valuation, under the valuation 
model: 

The main assumptions are based on the present value of cash 
flows from 2P (proved + probable) reserves, as presented in the 
Tamar reserves report of December 31, 2019, and adjustments to 
price forecasts and production rates based on market 
developments from the first quarter of 2020. The weighted 
discounting rate (WACC) (post-tax) was estimated at 10.2% (the 
discounting rate for overriding royalties attributable to Cohen 
Development in the Tamar Project was estimated at 8.45%). For 
more information concerning the main adjustments, see Section 5.1 
to the attached valuation. 

 

C) Valuation of the Group's investments in oil and gas assets in the Leviathan Project 

Information concerning the said extremely material valuation: 

Focus of valuation: The Group's investments in oil and gas assets in the Leviathan 
Project 

Study date: March 31, 2020 

Value immediately prior to the valuation 
date had Israeli GAAP, including 
depreciation and amortization, not 
required a change in value pursuant to 
the valuation: 

Not applicable. 

Value following assessment: The value-in-use of the Group's oil and gas assets in the Leviathan 
Project totaled USD 4,254 million (NIS 15,165 million).  

Identity and details of appraiser: The study was prepared by GSE Economic Consulting Ltd. a 
subsidiary of Giza Singer Even Ltd., a leading financial consulting 
and investment banking firm in Israel. The firm has extensive 
experience working with leading major companies, key 
privatizations, and the major transactions in the Israeli market, 
gained over its 30 years of operations. The analysis team was 
headed by Mr. Eitan Cohen, CPA, a partner and head of the 
Economic Department in Giza Singer Even. Mr. Cohen has more 
than ten years of experience in economic and commercial 
consulting. The appraiser is independent of the Group. The contract 
with the appraiser includes an indemnification clause. 
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The valuation model employed: Discounted cash flow projections method. 

Assumptions used by the appraiser in 
the valuation, under the valuation model: 

The main assumptions are based on the present value of cash flows 
from 2P (proved + probable) reserves, as presented in the 
Leviathan reserves report of December 31, 2019, and adjustments 
to price forecasts and production rates based on market 
developments from the first quarter of 2020. The weighted 
discounting rate (WACC) (post-tax) was estimated at 11.2% (the 
discounting rate for overriding royalties attributable to the Company, 
Delek Energy, and Cohen Development in the Leviathan Project 
was estimated at 9.45%). For more information concerning the main 
adjustments, see Section 5.1 to the attached valuation. 
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June 29, 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 March 31, 2020 (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. The economic impact of the Coronavirus was considered 

a triggering event in accordance with IAS 36 and the valuation considered all facts and circumstances that were known 

or knowable as of the Valuation Date. 

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 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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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 outbreak of COVID-19 was declared a pandemic by the World 

Health Organization on March 11, 2020 and has severely impacted global 

economy, including the energy sector. The pandemic was considered a 

triggering event and is the rationale for conducting an impairment analysis as at 

the Valuation Date. 

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 other fields which are treated as separate CGUs to 

facilitate impairment testing at the level of the 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. 

Scope of 

Services 

Introduction to 

Duff & Phelps 

Delek’s 

acquisition of 

Ithaca 
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Ithaca, as an indirectly wholly owned subsidiary of Delek, acquired 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. 

 

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 currently operates the FPF-1 for extraction from six wells at the 

Stella field, with one well online at the Harrier field. The Hurricane, Vorlich and 

Courageous discoveries are at various maturities in the development 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 

Ithaca’s 

acquisition of 

CNSL 

Company 

Profile(s) 
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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”).  2019 

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. 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. 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 to exit the North Sea basin relies 

on the fact that oil economics seemed to be shifting towards unconventional 

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 at the time 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. 

Starting in Q1 2020, the global markets have been severely impacted by COVID-

19 pandemic. The country-wide lockdowns coupled with travel bans 

implemented by state authorities sent the oil & gas sector into turmoil. The global 

demand for crude reduced by as much as a third in April 2020 from pre-COVID 

levels. Russia and Saudi Arabia entered into a price war in March after delegates 

representing their nations’ in the OPEC+ talks failed to reach an agreement on 

extending the production cuts. The price war between the two of the largest and 

most influential producers lasted 31 days. These 31 days had convinced oil 

majors and independent producers to cut their spending and delay projects 

across basins.  

World Oil & 

Gas Market 
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As at March end 2020 Brent Crude (“Brent”) and West Texas Intermediate 

(“WTI”) oil were trading at USD 26.35/bbl. and USD 24.51/bbl. respectively.2  

 

    Source: S&P Capital IQ 

Towards first week of April, the two OPEC+ giants decided to end their price-

war and made efforts to stabilize the oil markets. Russia and Saudi Arabia 

together with other members of the OPEC+ decided to reduce output in a 

combined effort to lift the markets from a pandemic driven collapse. The demand 

drop coincided with US production levels remaining robust despite oil storage 

tanks touching full capacity. The plunge in WTI price to below USD 0 on 20th 

April (first time in history) was in part result of the traders seeking to offload their 

obligations to take on physical product ahead of May contract’s expiry.  

OGUK, a trade body for the North Sea expects operators to reduce capital 

investment by up to 30 percent in 2020 to £4 - £4.5 billion as the revenues have 

slipped substantially. Drilling, which is amongst the first activities to be 

postponed, is set to decrease by more than a third to record lows. More mature 

basins could be decommissioned early and final investment decision (“FID”) 

could be delayed by the respective operators.  Even before Covid-19, questions 

were being asked about whether the continued existence of the North Sea oil 

and gas industry was compatible with the UK’s target to reduce greenhouse gas 

emissions to net zero by 2050 and whether investors and other financial 

sponsors, which have been adopting to stringent environmental policies, would 

continue to render their support to the operators in the maturing basin.  

A study in May 2020 co-authored by Prof. Alex Kemp of the University of 

Aberdeen, a respected petroleum economist, warned that c. 36 per cent of all 

estimated available hydrocarbons in the North Sea were likely to remain 

undeveloped between now and 2050 at oil prices of USD 35/bbl. The plunge in 

oil prices this year, caused by a slump in demand during the coronavirus 

pandemic, has put the North Sea into a fresh crisis that has raised further 

 

2 S&P Capital IQ 
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questions over the long-term future of the basin. Professor Kemp said 8.3 billion 

barrels of hydrocarbons could be produced economically at prices of USD 35 a 

barrel, rising with inflation, between now and 2050 but that would still leave 

approximately 4.6 billion barrels likely to be left in the ground. “That means that 

there is a very large number of undeveloped fields because they don’t pass the 

hurdle at that price,” Prof Kemp said, adding that the North Sea was entering 

“long-term decline”. Production at several mature North Sea fields has already 

been abandoned as operators cut expenditure, while projects that were 

expected to be developed this year have been postponed. Even at prices of USD 

45/bbl., c. 28 per cent of all available hydrocarbons fail to pass the economic 

hurdle, according to the study, which also warns that older fields are likely to be 

decommissioned earlier as it becomes less attractive to recover remaining 

barrels. 

Subsequently, EU oil majors – BP, Shell and Equinor have reportedly taken 

impairment charges on their financial books for Q1 2020. Additionally, BP 

released a statement in mid-June stating that it has lowered its price forecast by 

c. 30 percent to a Brent crude average price (in real terms) of USD 55/bbl. until 

2050. As a result, BP has decided to revise the value of its assets by between 

USD 13.0 – USD 17.5 billion. The more gas focused Royal Dutch Shell released 

a statement in April mentioning its push-ahead with a planned USD 6.4 billion 

gas project in Australia despite the fall in market prices for hydrocarbons.  

In the US, independent shale producers are struggling with a slump in WTI oil 

prices. Extraction Oil & Gas and Whiting Petroleum have filed for bankruptcy 

under Chapter 11. Chesapeake Energy is close to filing bankruptcy and has 

already begun talks with restructuring advisors. The market predicts other shale 

players could be filing for bankruptcy or financial restructuring as the availability 

of finance has dries up and their debt comes close to maturity. Market analysts 

comment that the US shale sector was already under financial distress prior to 

COVID-19 and oil price meltdown.  

 

 

 

 

 

 

2020 remains a challenging year for the energy sector. With countries exiting 

their lockdowns and business activity gathering pace, it is still uncertain as to 

how (and when) business and other commercial activities resume pre-COVID-

19 levels. This coupled with an increasing pressure from investors and 
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environmental lobbyists to reduce carbon emissions, the energy companies face 

challenging times in the next few years. 

 

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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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; 

• Updated production profile provided by Management. These forecasts 

are based on the draft reserve report prepared by Netherland, Sewell 

& Associates Inc. (“NSAI”) as at the Valuation Date; 

• 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 individual CGUs 

and fields 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 2020 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 

• Gilad Myerson, CEO, DKL Investments 

• Tamar Rosenberg, Financial Controller, Delek Group; and 

• Ithaca Management 

 

 

 

Sources of 
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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; 

• 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 

March 31, 2020. 

 

Procedures 
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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%     



 

  

DUFF & PHELPS       

 16 

 

 

                
Source: Management provided financial model; 2020 numbers exclude Q1 2020 

 

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. As part of streamlining and cost 

optimization process, Management revised their production profile based on        

technical reports and appraisals conducted for the reserves by Ithaca’s 

consultant, NSAI as at March 2020, 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 further note that the 2P reserves are un-risked whilst a 

success rate of 35.0 percent is applied to the 2C reserve category. Additionally, 

the overall 2C value for the fields in the Greater Stella Area utilizes a success 

rate of 70.0 percent.  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 

Projections 

Financial Forecasts (USD Thousands)

2020 2021 2022

Total Net Production (Mboe) 18,629        23,783        24,341        

Total Net Revenue 492,936      855,777      1,078,312   

Total Operating Costs (295,679)    (366,959)    (390,920)    

Other Income (Hedging) 296,155      74,939        (2,178)        

Operational Income (Incl Hedging) 493,411      563,757      685,214      
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Price Forecasts 

Management have provided us with their price forecasts for Brent oil until the 

projected life of the fields. These forecasts run from Q1 2020 until 2050. 

Management forecast a nominal price for Brent for the aforementioned period 

and utilize an annual inflation factor of 2.0 percent to convert this to real terms. 

For Gas, a real price is forecasted and converted to nominal terms utilizing an 

inflation factor of 2.0 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 the 

hydrocarbon being produced” or the “distance from mouth”, which reflects the 

logistics of bring the hydrocarbon to the market. We have compared 

Management’s concluded Brent oil 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 16.0 for further details:              

 

   Source: Bloomberg, D&P Analysis 

 

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: 
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            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. NSAI has estimated these costs over the life of the assets. 

Additionally, we note that these costs are lower than the costs utilised in our 

2019 year-end analysis. The revised (and lower) costs are part of the cost 

optimization initiatives which Management has undertaken as a result of COVID-

19 impact. 

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. 

Additionally, we note that these costs are lower than the costs utilised in our 

2019 year-end analysis. The revised (and lower) costs are part of the cost 

optimization initiatives which Management has undertaken as a result of COVID-

19 impact. 
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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. 

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 along with the tax relief which Ithaca will receive as 

part of the decommissioning costs. As a result, Ithaca is expected to offset all 

taxable profits and will begin paying taxes in 2025.   

 

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: 

𝑾𝑨𝑪𝑪 =  
𝑬

𝑬 + 𝑫
𝒌𝒆 +

𝑫

𝑬 + 𝑫
𝒌𝒅(𝟏 − 𝒕) 

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: 

𝒌𝒆 = 𝑹𝒇 + 𝜷(𝑹𝑴 − 𝑹𝒇) + 𝑺𝑺𝑷 

 

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 6.0 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 

5.8 percent. This yield is an indication of the pre-tax cost of U.S. based debt 

capital.  

𝒌𝒅 = (𝒌)(𝟏 − 𝒕) 

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 10.5 percent. See Exhibit 15.0 

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 2.7 billion.  

Recoverable Amount 

We have estimated the preliminary Enterprise Value of the Company to be 

approximately USD 2.7 billion which includes an adjustment for a deficit in 

Working Capital. We have made further adjustments for Gross Debt of USD 1.79 

billion which also includes an amount of c. USD 108 million payable to Petrofac 

in relation to the acquisition of their interest in the GSA in 2018. We further note 

that Delek’s Shareholder Loan to Ithaca of USD 264.50 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) 

Preliminary Enterprise Value 2,721,699  

Less: Working Capital deficit  (40,500) 

Adjusted Enterprise Value  2,681,199  

Less: Gross Debt (1,787,378) 

Add: Cash 28,000  

Add: Shareholder Loan 264,500  

 
 

Equity Value 1,186,321 

Equity Value (Rounded) 1,200,000  

 

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 which has 

been included in the Carrying Value. As of the Valuation Date the balance of the 

loan including accrued interest was USD 264.50 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 1.87 billion. After adjusting for PPE 

Recoverable 

Amount 

Calculation of 

Carrying Value 
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impairment and the Deferred Tax Liability Adjustment, the Adjusted carrying 

Value is USD 1.42 billion. 

 

As illustrated in the table below, the Recoverable Amount as of the Valuation 

Date is below the Carrying Value of the investment in Ithaca, thus, indicating a 

Goodwill Impairment as of the Valuation Date. 

 

IAS 36 Impairment Conclusion (USD Thousands) 

Estimated Recoverable Amount 1,200,000 

Carrying Value at Valuation Date 1,416,102 

  
Indicated Excess / (Impairment) (216,102) 

  

Conclusion – 

Ithaca 

Impairment 

Testing 
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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 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. 

The other fields which lie under each CGU are illustrated in the table below: 

 

 

 

 

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 CGU-specific impairment analysis as well. As Delek 

carries the value of these assets separately on its balance sheet, we have 

performed additional testing specific to the CGU which contains the respective 

fields. Please refer to Exhibit 3.0 for further details on CGU and filed - specific 

impairment(s).  

Methodology 

We have utilised the same methodology in calculating the field values of these 

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 CGU impairment testing we have 

considered the cash flows for the fields separately. 

There are several minor differences between the approach used in the Ithaca-

level impairment test and the GSA CGU impairment testing: 

 Other CGUs 

GSA CGU Dons CGU Britsats CGU

Stella Don SW Britannia

Harrier Ythan Callanish

Hurricane W Don Alder

Vorlich Brodgar

Courageous Enochdhu
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• 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 fields are onshore support 

costs. Ithaca management has advised us that the costs which 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. 

Therefore, we have not included these cost items at the CGU level. 

 

• 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.  

Please refer to Exhibits 4.0 – 14.0 for CGU and field-level cash flows. 

The following table illustrates the Net Book Value and the Fair Value (utilising a 

discount rate of 10.5 percent) for individual CGUs and fields; 

 

 

 

Field

Net Book 

Value Fair Value

Excess 

(Impairment)

GSA CGU 540,477          353,764          (186,713)                    

Dons CGU 12,307             -                   (12,307)                      

Cook 134,428          193,265          58,837                        

Pierce 23,833             38,637             14,804                        

Austen 71,410             107,006          35,596                        

Captain 1,418,005       1,117,671       (300,334)                    

Alba 56,243             27,055             (29,188)                      

Erskine 126,566          73,214             (53,352)                      

Britsats CGU 252,620          142,154          (110,466)                    

Elgin/Franklin 144,133          104,738          (39,395)                      

Jade 30,529             17,097             (13,432)                      

Other 6,310               -                   (6,310)                         

Total Impairment (751,497)                    
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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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Ithaca Summary of Values Exhibit 1.0

Ithaca Discounted Cash Flow Analysis Exhibit 2.0
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GSA CGU Summary of Values Exhibit 4.0

GSA Field Cash Flows: Stella Exhibit 4.1
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Britsats Field Cash Flows: Brodgar Exhibit 6.4

Britsats Field Cash Flows: Enochdhu Exhibit 6.5

Field Cash Flows: Cook Exhibit 7.0

Field Cash Flows: Pierce Exhibit 8.0

Field Cash Flows: Austen Exhibit 9.0

Field Cash Flows: Captain Exhibit 10.0

Field Cash Flows: Alba Exhibit 11.0

Field Cash Flows: Erksine Exhibit 12.0
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Delek Group Ltd.
Ithaca Energy Ltd. Impairment Testing Exhibit 1.0

Valuation Date: March 31, 2020

Ithaca Summary of Values

Currency in USD Thousands (Unless otherwise noted)

Equity Value (Rounded) (1) 1,200,000

Carrying Value (2) 1,867,000              

PPE Impairment (3) (751,497)                

Deferred Tax Liability Adjustment (4) 300,599                 

Adjusted Carrying Value 1,416,102

Indicated Excess / (Impairment) (216,102)                

Notes:

(1) Please see Exhibit 2.0 for detailed calculations.

(2) Provided by Management.

(3) Please refer to Exhibit 3.0 for reference.

(4) Calculated using a tax rate of 40.0 percent on the PPE Impairment.



Delek Group Ltd. Exhibit 2.0

Ithaca Energy Ltd. Impairment Testing Page 1/2

Valuation Date: March 31, 2020

Ithaca Discounted Cash Flow Analysis

Currency in USD Thousands (Unless otherwise noted)

31/03/2020 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 01/01/2030 01/01/2031

15/08/2020 02/07/2021 02/07/2022 02/07/2023 01/07/2024 02/07/2025 02/07/2026 02/07/2027 01/07/2028 02/07/2029 02/07/2030 02/07/2031

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 31/12/2030 31/12/2031

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

Net Production (1)

Ithaca 4,395                     6,759                     7,990                     8,986                     10,851                   12,701                   9,193                     5,402                     3,318                     2,215                     1,426                     1,539                     

CNSL 14,234                   17,024                   16,351                   15,726                   15,582                   16,103                   16,730                   13,724                   9,917                     6,248                     4,440                     3,212                     

Total Net Production (Mboe) 18,629                   23,783                   24,341                   24,712                   26,433                   28,805                   25,923                   19,126                   13,235                   8,463                     5,866                     4,751                     

Net Revenue

Ithaca 100,411                 226,841                 329,233                 422,384                 542,581                 672,682                 470,201                 270,127                 168,469                 115,669                 87,365                   114,976                 

CNSL 392,524                 628,937                 749,079                 836,935                 912,861                 1,022,470              1,150,157              992,737                 749,857                 518,935                 379,353                 281,459                 

Total Net Revenue 492,936                 855,777                 1,078,312              1,259,319              1,455,441              1,695,152              1,620,358              1,262,864              918,326                 634,604                 466,718                 396,435                 

% growth 73.6% 26.0% 16.8% 15.6% 16.5% (4.4%) (22.1%) (27.3%) (30.9%) (26.5%) (15.1%)

Operating Costs 

Ithaca (64,506)                  (65,416)                  (84,626)                  (92,988)                  (123,591)                (152,196)                (135,289)                (106,982)                (90,108)                  (74,978)                  (59,756)                  (55,244)                  

CNSL (231,173)                (301,543)                (306,294)                (313,900)                (338,530)                (373,448)                (354,502)                (321,619)                (297,536)                (229,099)                (180,499)                (133,261)                

Total Operating Costs (295,679)                (366,959)                (390,920)                (406,887)                (462,121)                (525,644)                (489,792)                (428,601)                (387,644)                (304,077)                (240,254)                (188,505)                

EBITDA 197,256                 488,819                 687,392                 852,432                 993,320                 1,169,508              1,130,566              834,262                 530,682                 330,527                 226,464                 207,931                 

147.8% 40.6% 24.0% 16.5% 17.7% (3.3%) (26.2%) (36.4%) (37.7%) (31.5%) (8.2%)

Other Income (Costs) - G&A and Hedging

Ithaca 296,155                 74,939                   (2,178)                    (16,237)                  (16,563)                  (16,894)                  (17,232)                  (14,647)                  (9,562)                    (9,754)                    (9,949)                    (10,148)                  

CNSL -                        -                        -                        -                        -                        -                        -                        -                        -                        -                        -                        -                        

Total Other Income (Costs) - G&A and Hedging 296,155                 74,939                   (2,178)                    (16,237)                  (16,563)                  (16,894)                  (17,232)                  (14,647)                  (9,562)                    (9,754)                    (9,949)                    (10,148)                  

Net Capex

Ithaca (41,606)                  (42,915)                  (116,509)                (210,294)                (100,297)                -                        -                        -                        -                        -                        (15,871)                  -                        

CNSL (78,770)                  (132,725)                (195,262)                (114,482)                (215,484)                (118,865)                (79,021)                  (74,995)                  (42,420)                  (7,991)                    -                        -                        

Total Net Capex (120,376)                (175,639)                (311,772)                (324,776)                (315,781)                (118,865)                (79,021)                  (74,995)                  (42,420)                  (7,991)                    (15,871)                  -                        

DSA Postings

Ithaca (705)                       (1,300)                    (1,200)                    (1,664)                    (1,731)                    (970)                       (1,040)                    (1,363)                    (1,386)                    (1,741)                    (1,824)                    (236)                       

CNSL (3,115)                    (4,358)                    (5,199)                    (5,940)                    (6,496)                    (7,040)                    (7,522)                    (7,021)                    (7,376)                    (6,270)                    (7,547)                    (8,049)                    

Total DSA Postings (3,821)                    (5,658)                    (6,400)                    (7,604)                    (8,227)                    (8,010)                    (8,562)                    (8,384)                    (8,762)                    (8,011)                    (9,372)                    (8,284)                    

Decommissioning Costs 

Ithaca (20,754)                  (8,454)                    (63,777)                  (58,582)                  (16,492)                  (4,766)                    -                        -                        -                        (21,165)                  (27,450)                  -                        

CNSL -                        -                        -                        -                        -                        -                        -                        (45,090)                  -                        (185,885)                (52,111)                  (84,056)                  

Total Decommissioning Costs (2) (20,754)                  (8,454)                    (63,777)                  (58,582)                  (16,492)                  (4,766)                    -                        (45,090)                  -                        (207,050)                (79,561)                  (84,056)                  

Pre-Tax Income 348,461                 374,006                 303,266                 445,233                 636,258                 1,020,971              1,025,750              691,146                 469,937                 97,721                   111,711                 105,443                 

Margin 70.7% 43.7% 28.1% 35.4% 43.7% 60.2% 63.3% 54.7% 51.2% 15.4% 23.9% 26.6%

Total Tax Payable -                        -                        -                        -                        -                        (277,489)                (386,677)                (271,771)                (185,324)                (38,589)                  (43,693)                  (42,177)                  

Free Cash Flow 348,461                 374,006                 303,266                 445,233                 636,258                 743,482                 639,074                 419,375                 284,614                 59,132                   68,019                   63,266                   

Partial Period 0.75 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 0.38 1.25 2.25 3.25 4.25 5.25 6.25 7.25 8.25 9.25 10.25 11.25

PV Factor @ 10.5% 0.9633 0.8827 0.7988 0.7229 0.6542 0.5920 0.5358 0.4849 0.4388 0.3971 0.3594 0.3252

PV of Free Cash Flow to Firm 335,655                 330,123                 242,247                 321,855                 416,240                 440,168                 342,402                 203,341                 124,887                 23,481                   24,444                   20,575                   

Preliminary Enterprise Value 2,721,699    

Less: Working Capital Deficit (3) (40,500)        

Adjusted Enterprise Value 2,681,199    

Less: Gross Debt (4) (1,787,378)   WACC Sensitivity

Add: Cash (5) 28,000         9.5% 10.5% 11.5%

Add: Shareholder Loan (6) 264,500       1,300,000 1,200,000 1,100,000

Equity Value 1,186,321

Equity Value (Rounded) 1,200,000

Notes:

(1) Production forecasts have been provided by Management.

(2) Decommissioning cost estimates have been provided by Management.

(3) Working Capital deficit as at Valuation Date, provided by Management.

(4) Gross Debt includes the RBL facility, Bonds, GSA Acquisition Payment and the Shareholder Loan.

(5) Provided by Management.

(6) Includes loan amount of USD 250 mn and accrued interest of USD 14.5 mn



Delek Group Ltd.
Ithaca Energy Ltd. Impairment Testing

Valuation Date: March 31, 2020

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) - G&A and Hedging

Ithaca

CNSL

Total Other Income (Costs) - G&A and Hedging

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 @ 10.5%

PV of Free Cash Flow to Firm

Preliminary Enterprise Value 2,721,699    

Less: Working Capital Deficit (3) (40,500)        

Adjusted Enterprise Value 2,681,199    

Less: Gross Debt (4) (1,787,378)   

Add: Cash (5) 28,000         

Add: Shareholder Loan (6) 264,500       

Equity Value 1,186,321

Equity Value (Rounded) 1,200,000

Notes:

(1) Production forecasts have been provided by Management.

(2) Decommissioning cost estimates have been provided by Management.

(3) Working Capital deficit as at Valuation Date, provided by Management.

(4) Gross Debt includes the RBL facility, Bonds, GSA Acquisition Payment and the Shareholder Loan.

(5) Provided by Management.

(6) Includes loan amount of USD 250 mn and accrued interest of USD 14.5 mn

Exhibit 2.0

Page 2/2

DRAFT - For Discussion Purposes Only

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

01/07/2032 02/07/2033 02/07/2034 02/07/2035 01/07/2036 02/07/2037 02/07/2038 02/07/2039 01/07/2040 02/07/2041 02/07/2042 02/07/2043

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

2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043

665                        146                        -                        -                        -                        -                        -                        -                        -                        -                        -                        -                        

2,597                     2,238                     930                        153                        143                        134                        126                        20                          -                        -                        -                        -                        

3,262                     2,385                     930                        153                        143                        134                        126                        20                          -                        -                        -                        -                        

57,091                   14,157                   -                        -                        -                        -                        -                        -                        -                        -                        -                        -                        

238,219                 211,483                 86,390                   9,166                     8,776                     8,406                     8,076                     1,326                     -                        -                        -                        -                        

295,310                 225,640                 86,390                   9,166                     8,776                     8,406                     8,076                     1,326                     -                        -                        -                        -                        

(25.5%) (23.6%) (61.7%) (89.4%) (4.2%) (4.2%) (3.9%) (83.6%)

(43,238)                  (13,868)                  -                        -                        -                        -                        -                        -                        -                        -                        -                        -                        

(126,455)                (127,259)                (57,518)                  (7,117)                    (7,223)                    (7,334)                    (7,449)                    (1,263)                    -                        -                        -                        -                        

(169,693)                (141,127)                (57,518)                  (7,117)                    (7,223)                    (7,334)                    (7,449)                    (1,263)                    -                        -                        -                        -                        

125,617                 84,513                   28,873                   2,049                     1,553                     1,072                     627                        62                          -                        -                        -                        -                        

(39.6%) (32.7%) (65.8%) (92.9%) (24.2%) (31.0%) (41.5%) (90.1%)

(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)                    -                        -                        -                        -                        

-                        -                        -                        -                        -                        -                        -                        -                        -                        -                        -                        -                        

-                        -                        -                        -                        -                        -                        -                        -                        -                        -                        -                        -                        

-                        -                        -                        -                        -                        -                        -                        -                        -                        -                        -                        -                        

-                        -                        -                        -                        -                        -                        -                        -                        -                        -                        -                        -                        

(5,649)                    (6,234)                    (5,357)                    (4,336)                    (3,097)                    (1,947)                    (745)                       (746)                       (565)                       (380)                       (192)                       -                        

(5,649)                    (6,234)                    (5,357)                    (4,336)                    (3,097)                    (1,947)                    (745)                       (746)                       (565)                       (380)                       (192)                       -                        

-                        (141,035)                (15,942)                  -                        -                        -                        -                        -                        -                        -                        -                        -                        

(124,817)                (32,153)                  (32,796)                  (142,090)                (165,607)                (147,838)                (150,795)                -                        (16,736)                  (16,940)                  (17,278)                  (17,624)                  

(124,817)                (173,188)                (48,739)                  (142,090)                (165,607)                (147,838)                (150,795)                -                        (16,736)                  (16,940)                  (17,278)                  (17,624)                  

(15,200)                  (105,467)                (30,607)                  (149,869)                (172,754)                (154,428)                (156,742)                (6,629)                    (17,301)                  (17,319)                  (17,470)                  (17,624)                  

(5.1%) (46.7%) (35.4%) (1,635.1%) (1,968.5%) (1,837.2%) (1,940.8%) (500.1%) - - - -

6,080                     42,187                   12,243                   56,836                   66,243                   59,135                   60,318                   -                        6,694                     6,776                     6,911                     7,050                     

(9,120)                    (63,280)                  (18,364)                  (93,034)                  (106,511)                (95,293)                  (96,424)                  (6,629)                    (10,607)                  (10,543)                  (10,559)                  (10,574)                  

1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00

12.25 13.25 14.25 15.25 16.25 17.25 18.25 19.25 20.25 21.25 22.25 23.25

0.2943 0.2663 0.2410 0.2181 0.1974 0.1786 0.1617 0.1463 0.1324 0.1198 0.1084 0.0981

(2,684)                    (16,855)                  (4,427)                    (20,294)                  (21,026)                  (17,024)                  (15,589)                  (970)                       (1,404)                    (1,263)                    (1,145)                    (1,038)                    



Delek Group Ltd.
Ithaca Energy Ltd. Impairment Testing Exhibit 3.0

Valuation Date: March 31, 2020

CGUs & Field Values

Currency in USD Thousands (Unless otherwise noted)

Field Net Book Value (1) Fair Value (2) Excess (Impairment)

GSA CGU 540,477 353,764 (186,713)                                

Dons CGU 12,307 -                          (12,307)                                  

Cook 134,428 193,265 58,837                                   

Pierce 23,833 38,637 14,804                                   

Austen 71,410 107,006 35,596                                   

Captain 1,418,005 1,117,671 (300,334)                                

Alba 56,243 27,055 (29,188)                                  

Erskine 126,566 73,214 (53,352)                                  

Britsats CGU 252,620 142,154 (110,466)                                

Elgin/Franklin 144,133 104,738 (39,395)                                  

Jade 30,529 17,097 (13,432)                                  

Other 6,310 (6,310)                                    

Total Impairment (751,497)                     

Notes:

(1) Provided by Management.

(2) Please refer to the individual Exhibits for detailed calculations.



Delek Group Ltd.
Ithaca Energy Ltd. Impairment Testing Exhibit 4.0

Valuation Date: March 31, 2020

GSA CGU Summary of Values

Currency in USD Thousands (Unless otherwise noted)

Field Name Post Tax Field NPV

Stella 14,645                    

Harrier 122,826                  

Hurricane 54,080                    

Volrich 112,125                  

Courageous 50,088                    

Total 353,764                  



Delek Group Ltd.
Ithaca Energy Ltd. Impairment Testing Exhibit 4.1

Valuation Date: March 31, 2020

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                 66                 66                 170               87                 14                 -                -                -                -                -                -                

NGL (mbbl) 66                 54                 54                 146               80                 13                 -                -                -                -                -                -                

Gas (mboe) 296               245               245               657               360               59                 -                -                -                -                -                -                

Total Net Production (mboe) (1) 442               366               366               973               527               86                 -                -                -                -                -                -                

Net Revenue (1) 8,207            6,761            6,755            25,076          16,315          2,959            -                -                -                -                -                -                

Net Opex (1) (7,153)          (4,793)          (4,793)          (7,078)          (12,115)        (2,810)          -                -                -                -                -                -                

Net Capex (1) -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Field Cash Flows 1,053            1,967            1,961            17,998          4,199            150               -                -                -                -                -                -                

Discount Period 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% 1,040            1,919            1,866            16,080          3,395            109               -                -                -                -                -                -                

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 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV 24,409          

Tax Rate: (2) 40.0%

Post-Tax Field NPV 14,645          

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 4.2

Valuation Date: March 31, 2020

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                 47                 47                 155               210               264               285               230               187               159               136               117               

NGL (mbbl) 64                 61                 61                 199               236               310               367               297               241               205               175               150               

Gas (mboe) 287               273               273               898               1,065            1,395            1,655            1,338            1,083            921               790               677               

Total Net Production (mboe) (1) 400               381               381               1,252            1,511            1,968            2,307            1,865            1,511            1,284            1,101            944               

Net Revenue (1) 6,964            6,620            6,614            30,848          45,718          66,166          81,113          68,233          57,266          50,440          44,918          39,914          

Net Opex (1) (4,033)          (2,745)          (2,745)          1,318            (10,618)        (17,171)        (21,950)        (14,725)        (18,667)        (23,623)        (27,373)        (28,304)        

Net Capex (1) -                -                -                -                (45,927)        -                -                -                -                -                -                -                

Total Net Field Cash Flows 2,931            3,875            3,869            32,167          (10,827)        48,995          59,163          53,508          38,598          26,817          17,545          11,610          

Discount Period 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% 2,895            3,780            3,680            28,738          (8,754)          35,849          39,176          32,056          20,926          13,157          7,790            4,664            

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) 230               708               283               -                -                -                -                -                -                -                -                -                -                -                

NGL (mbbl) 55                 35                 15                 -                -                -                -                -                -                -                -                -                -                -                

Gas (mboe) 247               157               68                 -                -                -                -                -                -                -                -                -                -                -                

Total Net Production (mboe) (1) 532               900               367               -                -                -                -                -                -                -                -                -                -                -                

Net Revenue (1) 31,910          73,001          30,357          -                -                -                -                -                -                -                -                -                -                -                

Net Opex (1) (18,347)        (18,813)        (17,718)        -                -                -                -                -                -                -                -                -                -                -                

Net Capex (1) (15,871)        -                -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Field Cash Flows (2,308)          54,188          12,638          -                -                -                -                -                -                -                -                -                -                -                

Discount Period 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% (839)              17,828          3,763            -                -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV 204,710        

Tax Rate: (2) 40.0%

Post-Tax Field NPV 122,826        

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 4.3

Valuation Date: March 31, 2020

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                 

NGL (mbbl) -                -                -                -                58                 145               131               67                 34                 18                 9                   5                   

Gas (mboe) -                -                -                -                262               655               591               300               155               80                 42                 21                 

Total Net Production (mboe) (1) -                -                -                -                1,525            2,342            1,595            791               403               211               113               59                 

Net Revenue (1) -                -                -                -                76,486          124,057        84,095          43,517          23,039          12,604          7,184            4,001            

Net Opex (1) -                -                -                -                (7,614)          (17,295)        (14,247)        (6,288)          (5,594)          (4,891)          (4,050)          (2,918)          

Net Capex (1) (7,375)          (7,236)          (7,236)          (35,428)        (70,582)        (23,949)        -                -                -                -                -                -                

Total Net Field Cash Flows (7,375)          (7,236)          (7,236)          (35,428)        (1,710)          82,813          69,848          37,229          17,445          7,713            3,134            1,083            

Discount Period 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% (7,283)          (7,058)          (6,883)          (31,652)        (1,382)          60,594          46,251          22,303          9,458            3,784            1,392            435               

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) 16                 4                   -                -                -                -                -                -                -                -                -                -                -                -                

NGL (mbbl) 2                   0                   -                -                -                -                -                -                -                -                -                -                -                -                

Gas (mboe) 8                   2                   -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Production (mboe) (1) 26                 6                   -                -                -                -                -                -                -                -                -                -                -                -                

Net Revenue (1) 1,894            457               -                -                -                -                -                -                -                -                -                -                -                -                

Net Opex (1) (1,441)          (428)              (0)                  -                -                -                -                -                -                -                -                -                -                -                

Net Capex (1) -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Field Cash Flows 453               29                 (0)                  -                -                -                -                -                -                -                -                -                -                -                

Discount Period 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% 165               9                   (0)                  -                -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV 90,133          

Tax Rate: (2) 40.0%

Post-Tax Field NPV 54,080          

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 4.4

Valuation Date: March 31, 2020

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) -                -                507               1,548            652               312               167               98                 61                 40                 27                 19                 

NGL (mbbl) -                -                108               423               395               367               301               214               152               108               77                 55                 

Gas (mboe) -                -                200               782               729               679               555               395               281               200               143               102               

Total Net Production (mboe) (1) -                -                815               2,754            1,776            1,358            1,023            707               495               349               247               176               

Net Revenue (1) -                -                23,544          100,284        68,553          53,209          40,253          28,394          20,342          14,764          10,854          8,014            

Net Opex (1) -                -                (8,174)          (28,401)        (19,220)        (15,309)        (11,972)        (8,105)          (6,038)          (6,293)          (6,035)          (5,041)          

Net Capex (1) -                (6,393)          -                -                -                -                -                -                -                -                -                -                

Total Net Field Cash Flows -                (6,393)          15,371          71,884          49,333          37,900          28,281          20,289          14,304          8,472            4,819            2,973            

Discount Period 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% -                (6,236)          14,620          64,222          39,886          27,731          18,727          12,155          7,755            4,156            2,140            1,194            

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) 12                 -                -                -                -                -                -                -                -                -                -                -                -                -                

NGL (mbbl) 34                 -                -                -                -                -                -                -                -                -                -                -                -                -                

Gas (mboe) 62                 -                -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Production (mboe) (1) 108               -                -                -                -                -                -                -                -                -                -                -                -                -                

Net Revenue (1) 5,101            -                -                -                -                -                -                -                -                -                -                -                -                -                

Net Opex (1) (3,658)          0                   (0)                  -                -                -                -                -                -                -                -                -                -                -                

Net Capex (1) -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Field Cash Flows 1,443            0                   (0)                  -                -                -                -                -                -                -                -                -                -                -                

Discount Period 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% 524               0                   (0)                  -                -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV 186,875        

Tax Rate: (2) 40.0%

Post-Tax Field NPV 112,125        

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 4.5

Valuation Date: March 31, 2020

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) -                -                -                -                -                -                320               1,075            777               314               127               53                 

NGL (mbbl) -                -                -                -                -                -                20                 128               155               126               103               85                 

Gas (mboe) -                -                -                -                -                -                92                 578               696               569               466               381               

Total Net Production (mboe) (1) -                -                -                -                -                -                433               1,782            1,628            1,009            695               518               

Net Revenue (1) -                -                -                -                -                -                25,850          102,667        89,320          50,124          31,709          22,381          

Net Opex (1) -                -                -                -                -                -                (4,955)          (20,805)        (19,907)        (13,189)        (9,659)          (9,795)          

Net Capex (1) -                -                -                -                -                (50,459)        (23,254)        -                -                -                -                -                

Total Net Field Cash Flows -                -                -                -                -                (50,459)        (2,359)          81,862          69,412          36,936          22,051          12,586          

Discount Period 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% -                -                -                -                -                (36,921)        (1,562)          49,042          37,632          18,122          9,791            5,056            

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) 23                 10                 1                   -                -                -                -                -                -                -                -                -                -                -                

NGL (mbbl) 69                 57                 4                   -                -                -                -                -                -                -                -                -                -                -                

Gas (mboe) 312               255               19                 -                -                -                -                -                -                -                -                -                -                -                

Total Net Production (mboe) (1) 404               322               24                 -                -                -                -                -                -                -                -                -                -                -                

Net Revenue (1) 16,902          13,316          996               -                -                -                -                -                -                -                -                -                -                -                

Net Opex (1) (11,484)        (12,233)        (1,016)          -                -                -                -                -                -                -                -                -                -                -                

Net Capex (1) -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Field Cash Flows 5,418            1,083            (20)                -                -                -                -                -                -                -                -                -                -                -                

Discount Period 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% 1,970            356               (6)                  -                -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV 83,481          

Tax Rate: (2) 40.0%

Post-Tax Field NPV 50,088          

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 5.0

Valuation Date: March 31, 2020

Don CGU Summary of Values

Currency in USD Thousands (Unless otherwise noted)

Field Name Post Tax Field NPV

Don SW -                          

Ythan -                          

W Don -                          

Total -                          



Delek Group Ltd.
Ithaca Energy Ltd. Impairment Testing Exhibit 5.1

Valuation Date: March 31, 2020

Dons Field Cash Flows: Don SW

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

Don SW Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

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 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% -                -                -                -                -                -                -                -                -                -                -                -                

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 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV -                

Tax Rate: (2) 40.0%

Post-Tax Field NPV -                

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 5.2

Valuation Date: March 31, 2020

Dons Field Cash Flows: Ythan

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

Ythan Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

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 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% -                -                -                -                -                -                -                -                -                -                -                -                

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 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV -                

Tax Rate: (2) 40.0%

Post-Tax Field NPV -                

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 5.3

Valuation Date: March 31, 2020

Dons Field Cash Flows: W Don

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

W Don Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

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 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% -                -                -                -                -                -                -                -                -                -                -                -                

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 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV -                

Tax Rate: (2) 40.0%

Post-Tax Field NPV -                

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 6.0

Valuation Date: March 31, 2020

Britsats CGU Summary of Values

Currency in USD Thousands (Unless otherwise noted)

Field Name Post Tax Field NPV

Britannia 72,047                    

Callanish 25,086                    

Alder 29,217                    

Brodgar 5,067                      

Enochdhu 10,736                    

Total 142,154                  



Delek Group Ltd.
Ithaca Energy Ltd. Impairment Testing Exhibit 6.1

Valuation Date: March 31, 2020

Britsats Field Cash Flows: Britannia

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

Britannia Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Net Production

Oil (mbbl) 92                 89                 89                 328               294               265               234               212               192               171               152               -                

NGL (mbbl) 32                 31                 31                 116               104               93                 83                 75                 68                 60                 54                 -                

Gas (mboe) 518               502               502               1,848            1,658            1,493            1,319            1,194            1,080            964               857               -                

Total Net Production (mboe) (1) 642               623               623               2,291            2,057            1,852            1,636            1,481            1,339            1,196            1,063            -                

Net Revenue (1) 12,053          11,683          11,676          60,110          64,550          64,117          59,548          55,838          52,184          48,108          44,241          -                

Net Opex (1) (7,528)          (8,015)          (8,015)          (29,688)        (32,021)        (34,109)        (35,437)        (37,090)        (38,448)        (39,792)        (42,167)        -                

Net Capex (1) -                -                -                (7,312)          -                -                -                -                -                -                -                -                

Total Net Field Cash Flows 4,525            3,668            3,661            23,110          32,530          30,009          24,112          18,748          13,736          8,316            2,075            -                

Discount Period 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% 4,469            3,578            3,482            20,646          26,301          21,957          15,966          11,232          7,447            4,080            921               -                

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) -                -                -                -                -                -                -                -                -                -                -                -                -                #N/A

Net Capex (1) -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Field Cash Flows -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Discount Period 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV 120,079        

Tax Rate: (2) 40.0%

Post-Tax Field NPV 72,047          

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 6.2

Valuation Date: March 31, 2020

Britsats Field Cash Flows: Callanish

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

Callanish Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Net Production

Oil (mbbl) 62                 47                 47                 359               290               272               212               164               130               104               85                 -                

NGL (mbbl) 6                   4                   4                   45                 36                 30                 23                 17                 13                 10                 8                   -                

Gas (mboe) 10                 6                   6                   73                 58                 49                 37                 28                 21                 17                 13                 -                

Total Net Production (mboe) (1) 78                 57                 57                 477               384               352               272               209               164               131               106               -                

Net Revenue (1) 2,436            1,824            1,824            18,905          18,470          19,638          16,369          13,387          11,045          9,255            7,914            -                

Net Opex (1) (669)              (584)              (584)              (3,860)          (3,730)          (3,654)          (3,437)          (3,247)          (3,099)          (3,027)          (3,062)          -                

Net Capex (1) (4,552)          (5,159)          (5,159)          (5,386)          (5,305)          -                -                -                -                -                -                -                

Total Net Field Cash Flows (2,786)          (3,919)          (3,919)          9,658            9,436            15,984          12,932          10,140          7,945            6,228            4,853            -                

Discount Period 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% (2,751)          (3,823)          (3,728)          8,629            7,629            11,696          8,563            6,075            4,308            3,056            2,155            -                

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 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV 41,809          

Tax Rate: (2) 40.0%

Post-Tax Field NPV 25,086          

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 6.3

Valuation Date: March 31, 2020

Britsats Field Cash Flows: Alder

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

Alder Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Net Production

Oil (mbbl) 86                 79                 79                 256               196               153               122               99                 81                 46                 -                -                

NGL (mbbl) 32                 30                 30                 95                 73                 57                 45                 37                 30                 17                 -                -                

Gas (mboe) 284               263               263               847               647               505               403               327               269               153               -                -                

Total Net Production (mboe) (1) 401               372               372               1,198            915               715               570               462               380               217               -                -                

Net Revenue (1) 7,419            6,870            6,863            31,308          29,013          25,360          21,403          18,075          15,419          9,135            -                -                

Net Opex (1) (4,584)          (4,675)          (4,675)          (16,292)        (15,171)        (14,401)        (13,895)        (13,514)        (13,243)        (8,797)          -                -                

Net Capex (1) -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Field Cash Flows 2,835            2,195            2,188            15,016          13,841          10,959          7,508            4,560            2,176            337               -                -                

Discount Period 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% 2,800            2,141            2,081            13,415          11,191          8,018            4,972            2,732            1,179            166               -                -                

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 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV 48,695          

Tax Rate: (2) 40.0%

Post-Tax Field NPV 29,217          

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 6.4

Valuation Date: March 31, 2020

Britsats Field Cash Flows: Brodgar

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

Brodgar Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Net Production

Oil (mbbl) 45                 36                 36                 19                 -                -                -                -                -                -                -                -                

NGL (mbbl) 8                   6                   6                   3                   -                -                -                -                -                -                -                -                

Gas (mboe) 141               113               113               59                 -                -                -                -                -                -                -                -                

Total Net Production (mboe) (1) 194               155               155               81                 -                -                -                -                -                -                -                -                

Net Revenue (1) 3,664            2,934            2,931            2,173            -                -                -                -                -                -                -                -                

Net Opex (1) (763)              (699)              (699)              (742)              -                -                -                -                -                -                -                -                

Net Capex (1) -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Field Cash Flows 2,900            2,235            2,232            1,431            -                -                -                -                -                -                -                -                

Discount Period 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% 2,864            2,180            2,123            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) -                -                -                -                -                -                -                -                -                -                -                -                -                -                

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 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV 8,446            

Tax Rate: (2) 40.0%

Post-Tax Field NPV 5,067            

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 6.5

Valuation Date: March 31, 2020

Britsats Field Cash Flows: Enochdhu

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

Enochdhu Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Net Production

Oil (mbbl) 72                 67                 67                 216               167               133               109               91                 76                 65                 25                 -                

NGL (mbbl) 7                   6                   6                   20                 16                 12                 10                 8                   7                   6                   2                   -                

Gas (mboe) 9                   9                   9                   28                 21                 17                 14                 12                 10                 8                   3                   -                

Total Net Production (mboe) (1) 88                 81                 81                 264               204               163               133               111               93                 80                 30                 -                

Net Revenue (1) 2,597            2,393            2,392            10,213          9,674            8,898            7,841            6,906            6,123            5,497            2,178            -                

Net Opex (1) (1,409)          (1,448)          (1,448)          (5,302)          (5,114)          (5,008)          (4,962)          (4,943)          (4,949)          (5,001)          (2,139)          -                

Net Capex (1) -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Field Cash Flows 1,188            945               944               4,911            4,560            3,890            2,879            1,963            1,174            497               39                 -                

Discount Period 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% 1,173            922               898               4,388            3,687            2,847            1,906            1,176            637               244               17                 -                

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 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV 17,894          

Tax Rate: (2) 40.0%

Post-Tax Field NPV 10,736          

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 7.0

Valuation Date: March 31, 2020

Field Cash Flows: Cook

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

Cook Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Net Production

Oil (mbbl) 256               238               238               1,150            1,583            2,181            2,108            1,215            803               600               478               396               

NGL (mbbl) -                -                -                -                -                -                -                -                -                -                -                -                

Gas (mboe) 89                 86                 86                 123               84                 116               112               65                 43                 32                 25                 21                 

Total Net Production (mboe) (1) 345               324               324               1,272            1,668            2,297            2,220            1,280            846               632               503               417               

Net Revenue (1) 9,499            8,851            8,850            52,484          88,555          140,502        146,591        89,507          62,117          48,632          40,880          35,615          

Net Opex (1) (8,301)          (7,702)          (7,702)          (21,786)        (23,641)        (28,972)        (32,441)        (28,303)        (26,954)        (25,141)        (25,360)        (24,263)        

Net Capex (1) -                -                (1,521)          -                -                -                -                -                -                -                -                -                

Total Net Field Cash Flows 1,198            1,149            (373)              30,698          64,914          111,530        114,150        61,204          35,163          23,492          15,521          11,351          

Discount Period 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% 1,183            1,120            (355)              27,426          52,484          81,606          75,586          36,666          19,064          11,526          6,891            4,560            

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) 338               295               261               139               -                -                -                -                -                -                -                -                -                -                

NGL (mbbl) -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Gas (mboe) 18                 16                 14                 7                   -                -                -                -                -                -                -                -                -                -                

Total Net Production (mboe) (1) 356               310               274               146               -                -                -                -                -                -                -                -                -                -                

Net Revenue (1) 31,558          28,203          25,739          14,157          -                -                -                -                -                -                -                -                -                -                

Net Opex (1) (24,825)        (23,770)        (24,504)        (13,868)        -                -                -                -                -                -                -                -                -                -                

Net Capex (1) -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Field Cash Flows 6,732            4,433            1,235            289               -                -                -                -                -                -                -                -                -                -                

Discount Period 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% 2,447            1,458            368               78                 -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV 322,109        

Tax Rate: (2) 40.0%

Post-Tax Field NPV 193,265        

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 8.0

Valuation Date: March 31, 2020

Field Cash Flows: Pierce

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

Pierce Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Net Production

Oil (mbbl) 76                 79                 79                 335               309               270               245               212               166               130               105               42                 

NGL (mbbl) -                -                -                63                 275               271               232               168               125               89                 67                 24                 

Gas (mboe) 6                   6                   6                   110               400               394               337               244               183               130               98                 34                 

Total Net Production (mboe) (1) 82                 85                 85                 509               983               935               814               624               474               349               270               100               

Net Revenue (1) 2,502            2,623            2,622            18,148          33,606          35,491          33,434          27,875          22,337          17,509          14,438          5,744            

Net Opex (1) (2,113)          (2,125)          (2,125)          (9,469)          (11,417)        (11,430)        (11,245)        (10,582)        (10,314)        (9,825)          (9,579)          (4,657)          

Net Capex (1) (3,403)          (4,220)          (4,220)          (7,487)          -                -                -                -                -                -                -                -                

Total Net Field Cash Flows (3,015)          (3,722)          (3,723)          1,192            22,189          24,061          22,189          17,293          12,023          7,684            4,858            1,087            

Discount Period 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% (2,977)          (3,631)          (3,541)          1,065            17,940          17,605          14,693          10,360          6,518            3,770            2,157            437               

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 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV 64,396          

Tax Rate: (2) 40.0%

Post-Tax Field NPV 38,637          

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 9.0

Valuation Date: March 31, 2020

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) -                -                -                -                -                -                131,244        312,488        195,780        76,052          18,486          -                

Net Opex (1) -                -                -                -                -                -                (26,780)        (63,388)        (47,814)        (24,021)        (8,053)          -                

Net Capex (1) -                -                -                -                -                (135,885)      (77,043)        -                -                -                -                -                

Total Net Field Cash Flows -                -                -                -                -                (135,885)      27,420          249,100        147,966        52,031          10,433          -                

Discount Period 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% -                -                -                -                -                (99,426)        18,157          149,231        80,221          25,529          4,632            -                

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 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV 178,344        

Tax Rate: (2) 40.0%

Post-Tax Field NPV 107,006        

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 10.0

Valuation Date: March 31, 2020

Field Cash Flows: Captain

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

Captain Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Net Production

Oil (mbbl) 2,232            2,052            2,052            7,442            8,098            8,281            9,268            10,504          12,539          10,442          7,269            5,007            

NGL (mbbl) -                -                -                -                -                -                -                -                -                -                -                -                

Gas (mboe) 14                 14                 14                 48                 50                 49                 53                 58                 67                 55                 37                 23                 

Total Net Production (mboe) (1) 2,246            2,065            2,065            7,490            8,147            8,330            9,321            10,562          12,605          10,497          7,307            5,030            

Net Revenue (1) 76,693          70,480          70,477          331,984        440,062        519,235        627,990        754,500        945,922        826,843        607,950        439,916        

Net Opex (1) (40,668)        (39,091)        (39,091)        (154,386)      (158,960)      (164,511)      (189,015)      (222,703)      (231,592)      (215,565)      (200,468)      (179,084)      

Net Capex (1) (18,323)        (17,705)        (17,705)        (82,577)        (160,349)      (106,053)      (198,159)      (112,941)      (75,851)        (71,694)        (39,586)        (7,991)          

Total Net Field Cash Flows 17,702          13,685          13,682          95,021          120,753        248,670        240,816        418,856        638,479        539,583        367,895        252,841        

Discount Period 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% 17,480          13,348          13,014          84,893          97,632          181,951        159,460        250,929        346,155        264,740        163,352        101,570        

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) 3,524            2,744            2,297            1,981            733               -                -                -                -                -                -                -                -                -                

NGL (mbbl) -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Gas (mboe) 16                 12                 10                 9                   3                   -                -                -                -                -                -                -                -                -                

Total Net Production (mboe) (1) 3,540            2,756            2,307            1,990            736               -                -                -                -                -                -                -                -                -                

Net Revenue (1) 321,674        256,980        221,983        197,278        75,096          -                -                -                -                -                -                -                -                -                

Net Opex (1) (141,116)      (119,913)      (119,068)      (119,902)      (50,312)        -                -                -                -                -                -                -                -                -                

Net Capex (1) -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Field Cash Flows 180,558        137,067        102,915        77,376          24,783          -                -                -                -                -                -                -                -                -                

Discount Period 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% 65,641          45,095          30,641          20,843          6,042            -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV 1,862,785    

Tax Rate: (2) 40.0%

Post-Tax Field NPV 1,117,671    

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 11.0

Valuation Date: March 31, 2020

Field Cash Flows: Alba
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

Alba Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Net Production

Oil (mbbl) 234               168               168               865               746               819               680               816               688               611               563               486               

NGL (mbbl) -                -                -                -                -                -                -                -                -                -                -                -                

Gas (mboe) -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Production (mboe) (1) 234               168               168               865               746               819               680               816               688               611               563               486               

Net Revenue (1) 7,830            5,640            5,640            37,792          39,814          50,586          45,418          57,805          51,187          47,726          46,460          42,171          

Net Opex (1) (6,805)          (6,603)          (6,603)          (27,743)        (28,058)        (28,955)        (29,207)        (30,379)        (30,805)        (31,294)        (31,872)        (32,321)        

Net Capex (1) (3,728)          (1,182)          (1,182)          (11,731)        (9,087)          (8,429)          (13,158)        (5,379)          (3,170)          (3,301)          (2,834)          -                

Total Net Field Cash Flows (2,703)          (2,145)          (2,146)          (1,681)          2,669            13,202          3,053            22,046          17,212          13,132          11,755          9,850            

Discount Period 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% (2,669)          (2,092)          (2,041)          (1,502)          2,158            9,660            2,022            13,207          9,331            6,443            5,219            3,957            

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) 285               -                -                -                -                -                -                -                -                -                -                -                -                -                

NGL (mbbl) -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Gas (mboe) -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Production (mboe) (1) 285               -                -                -                -                -                -                -                -                -                -                -                -                -                

Net Revenue (1) 25,708          -                -                -                -                -                -                -                -                -                -                -                -                -                

Net Opex (1) (21,860)        -                -                -                -                -                -                -                -                -                -                -                -                -                

Net Capex (1) -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Field Cash Flows 3,848            -                -                -                -                -                -                -                -                -                -                -                -                -                

Discount Period 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% 1,399            -                -                -                -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV 45,092          

Tax Rate: (2) 40.0%

Post-Tax Field NPV 27,055          

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 12.0

Valuation Date: March 31, 2020

Field Cash Flows: Erksine
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

Erskine Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Net Production

Oil (mbbl) 220               237               237               960               856               763               632               500               138               -                -                -                

NGL (mbbl) 34                 36                 36                 146               132               118               97                 76                 20                 -                -                -                

Gas (mboe) 275               295               295               1,194            1,073            963               795               618               166               -                -                -                

Total Net Production (mboe) (1) 529               568               568               2,300            2,060            1,844            1,524            1,194            325               -                -                -                

Net Revenue (1) 13,639          14,635          14,635          78,757          84,380          84,731          74,595          61,455          17,479          -                -                -                

Net Opex (1) (10,499)        (10,730)        (10,730)        (43,884)        (43,994)        (44,175)        (43,741)        (42,985)        (14,062)        -                -                -                

Net Capex (1) -                -                -                -                (19,089)        -                -                -                -                -                -                -                

Total Net Field Cash Flows 3,140            3,905            3,905            34,873          21,298          40,555          30,854          18,471          3,417            -                -                -                

Discount Period 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% 3,101            3,809            3,715            31,156          17,220          29,674          20,430          11,065          1,852            -                -                -                

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 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV 122,023        

Tax Rate: (2) 40.0%

Post-Tax Field NPV 73,214          

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.
Ithaca Energy Ltd. Impairment Testing Exhibit 13.0

Valuation Date: March 31, 2020

Field Cash Flows: Elgin Franklin & W Franklin
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

Elgin Franklin & W Franklin Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Net Production

Oil (mbbl) 125               120               120               470               386               326               283               246               228               201               171               146               

NGL (mbbl) 37                 35                 35                 139               115               97                 86                 77                 73                 64                 54                 46                 

Gas (mboe) 228               219               219               865               715               603               538               482               452               397               336               286               

Total Net Production (mboe) (1) 389               374               374               1,474            1,216            1,026            908               805               753               662               560               479               

Net Revenue (1) 8,175            7,856            7,850            42,603          42,586          40,495          37,952          35,024          33,988          31,119          27,532          24,503          

Net Opex (1) (2,267)          (2,334)          (2,334)          (9,488)          (8,928)          (8,592)          (8,452)          (8,348)          (8,335)          (8,200)          (7,970)          (7,791)          

Net Capex (1) (1,509)          (1,283)          (1,283)          (5,477)          (1,432)          -                (4,167)          (545)              -                -                -                -                

Total Net Field Cash Flows 4,399            4,240            4,234            27,637          32,225          31,903          25,333          26,131          25,654          22,918          19,562          16,713          

Discount Period 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% 4,344            4,136            4,028            24,692          26,055          23,344          16,775          15,655          13,908          11,245          8,686            6,714            

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) 122               107               91                 77                 59                 47                 44                 41                 39                 6                   -                -                -                -                

NGL (mbbl) 37                 32                 28                 24                 19                 15                 14                 13                 12                 2                   -                -                -                -                

Gas (mboe) 233               200               172               148               116               91                 86                 80                 75                 12                 -                -                -                -                

Total Net Production (mboe) (1) 392               339               290               249               193               153               143               134               126               20                 -                -                -                -                

Net Revenue (1) 20,809          18,465          16,235          14,205          11,295          9,166            8,776            8,406            8,076            1,326            -                -                -                -                

Net Opex (1) (7,547)          (7,465)          (7,387)          (7,357)          (7,205)          (7,117)          (7,223)          (7,334)          (7,449)          (1,263)          -                -                -                -                

Net Capex (1) -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Field Cash Flows 13,262          11,000          8,848            6,848            4,090            2,049            1,553            1,072            627               62                 -                -                -                -                

Discount Period 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% 4,821            3,619            2,634            1,845            997               452               310               194               103               9                   -                -                -                -                

Pre-Tax Field NPV 174,563        

Tax Rate: (2) 40.0%

Post-Tax Field NPV 104,738        

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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Valuation Date: March 31, 2020

Field Cash Flows: Jade
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

Jade Notes: Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Net Production

Oil (mbbl) 34                 33                 33                 113               155               174               148               125               104               89                 75                 65                 

NGL (mbbl) 26                 25                 25                 90                 89                 86                 74                 64                 53                 46                 41                 36                 

Gas (mboe) 113               108               108               381               378               366               316               273               226               196               172               153               

Total Net Production (mboe) (1) 173               166               166               583               622               626               538               463               383               331               288               253               

Net Revenue (1) 3,231            3,092            3,089            15,092          20,529          23,876          21,745          19,481          16,811          15,054          13,582          12,345          

Net Opex (1) (2,480)          (2,572)          (2,572)          (10,157)        (10,319)        (10,496)        (10,385)        (10,239)        (9,968)          (9,942)          (9,859)          (9,903)          

Net Capex (1) -                -                -                (20,242)        -                -                -                -                -                -                -                -                

Total Net Field Cash Flows 751               520               517               (15,306)        10,210          13,380          11,360          9,241            6,843            5,111            3,723            2,442            

Discount Period 0.13              0.37              0.63              1.25              2.25              3.25              4.25              5.25              6.25              7.25              8.25              9.25              

Present Value of Net Field Cash Flows @ 10.5% 742               507               492               (13,675)        8,255            9,790            7,522            5,536            3,710            2,508            1,653            981               

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) 56                 29                 -                -                -                ` -                -                -                -                -                -                -                -                

NGL (mbbl) 32                 17                 -                -                -                -                -                -                -                -                -                -                -                -                

Gas (mboe) 135               72                 -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Production (mboe) (1) 223               118               -                -                -                -                -                -                -                -                -                -                -                -                

Net Revenue (1) 11,162          6,014            -                -                -                -                -                -                -                -                -                -                -                -                

Net Opex (1) (9,975)          (5,883)          -                -                -                -                -                -                -                -                -                -                -                -                

Net Capex (1) -                -                -                -                -                -                -                -                -                -                -                -                -                -                

Total Net Field Cash Flows 1,187            131               -                -                -                -                -                -                -                -                -                -                -                -                

Discount Period 10.25            11.25            12.25            13.25            14.25            15.25            16.25            17.25            18.25            19.25            20.25            21.25            22.25            23.25            

Present Value of Net Field Cash Flows @ 10.5% 431               43                 -                -                -                -                -                -                -                -                -                -                -                -                

Pre-Tax Field NPV 28,496          

Tax Rate: (2) 40.0%

Post-Tax Field NPV 17,097          

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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Valuation Date: March 31, 2020

Weighted Average Cost of Capital

Currency in Local Thousands (Unless otherwise noted)

Assumptions and Sources Formulas

Valuation Date 31-Mar-20 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) 8.3% Normalised USD BB rated bond Industry Average D/E = (Debt/Capital) / (Equity/Capital)

Equity Risk Premium (Rp) 6.0% 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 1.99 283 0.77 583 451 - 734 62.7% 38.5% 40.0% 1.45

Premier Oil plc LSE:PMO NR 2.09 3,260 0.17 838 144 - 3,404 2256.9% 95.8% 40.0% 0.14

Aker BP ASA OB:AKERBP BBB- 2.29 3,637 132.60 360 47,685 - 51,322 7.6% 7.1% 78.0% 2.25

Lundin Energy AB OM:LUNE NR 1.92 3,986 190.50 284 54,112 - 58,098 7.4% 6.9% 78.0% 1.88

Delek Group Ltd. TASE:DLEKG NR 1.94 24,357 93.71 12 1,100 6,981 32,438 301.4% 75.1% 27.9% 0.61

Equinor ASA OB:EQNR AA- 1.59 29,032 131.15 3,300 432,738 20 461,790 6.7% 6.3% 78.0% 1.57

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 9.5% 9.8% 10.5% 11.3% 11.6%

Debt 5.8% x 40.0% 2.3%

Equity 13.7% x 60.0% 8.2%

Weighted Average Cost of Capital 10.5%

Weighted Average Cost of Capital (rounded) 10.5%

Notes:

(1) BARRA Betas as at March 2020.

(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.
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Valuation Date: March 31, 2020

Brent Oil Price Forecast

Currency in USD per bbl

Firm (1) As of 2020 2021 2022 2023

GLJ Consultants 01-Apr-20 34.0 45.5 52.5 57.5

McDaniel & Associates 01-Apr-20 35.5 46.4 55.1 61.6

Sproule 01-Apr-20 35.0 45.0 55.0 59.0

Banco Santander SA 01-Apr-20 36.0 40.0 45.0 50.0

Citigroup Inc 31-Mar-20 30.0 38.0 n/a n/a

Raymond James Financial Inc 30-Mar-20 42.0 60.0 n/a n/a

Fitch Solutions 26-Mar-20 43.2 45.0 49.0 51.0

HSBC Holdings PLC 25-Mar-20 37.0 50.0 60.0 61.2

BNP Paribas SA 19-Mar-20 41.0 55.0 n/a n/a

Landesbank Baden-Wuerttemberg 19-Mar-20 35.0 34.0 35.0 n/a

IHS Markit 18-Mar-20 37.0 43.0 49.0 55.0

Intesa Sanpaolo SpA 18-Mar-20 45.0 55.0 55.0 58.0

Rabobank International 18-Mar-20 42.0 60.0 60.0 60.0

BBVA Research SA 18-Mar-20 41.7 51.9 60.0 59.7

Emirates NBD PJSC 18-Mar-20 44.8 52.5 n/a n/a

ABN AMRO Bank NV 18-Mar-20 36.0 48.0 55.0 n/a

Westpac Banking Corp 13-Mar-20 64.0 57.0 41.0 58.3

MPS Capital Services Banca per le Imprese SpA 13-Mar-20 44.0 n/a n/a n/a

MUFG Bank 09-Mar-20 43.3 63.5 65.0 n/a

Societe Generale SA 06-Mar-20 59.0 60.0 60.0 65.0

Max 64.0 63.5 65.0 65.0

Median 41.4 50.0 55.0 58.6

Average 41.3 50.0 53.1 58.0

Min 30.0 34.0 35.0 50.0

Brent Futures (2) 29.4 36.4 40.8 44.0

Management Price Curve (3) 34.5 44.8 54.5 62.8

Notes:

(1) Source: Bloomberg, Brent Forecasts from 06/03/2020 to 09/04/2020, other Third-Party forecasts

(2) Source: S&P Capital IQ, Brent Futures as at 30/04/2020

(3) Management Price provided by Management as at June 2020 forecasts
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Valuation Date: March 31, 2020

Management Price Forecast

Currency in USD per bbl

Year $/bbl (Real) $/bbl (Nominal)

2020 34.0 34.5

2021 43.0 44.8

2022 51.3 54.5

2023 58.0 62.8

2024 61.5 67.9

2025 63.9 71.9

2026 65.8 75.6

2027 67.7 79.3

2028 70.1 83.8

2029 72.2 88.0

2030 73.5 91.4

2031 73.9 93.8

2032 74.8 96.8

2033 75.6 99.7

2034 76.2 102.6

2035 77.1 105.9

2036 77.3 108.3

2037 77.4 110.6

2038 77.9 113.5

2039 78.1 116.0

2040 78.5 118.9

Notes:

(1) Source: Management Provided Forecasts.
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1. Introduction and limit of liability 

1.1. General 

This report was prepared by G.S.E Economic Consulting Ltd. (“GSE”) for Delek Group Ltd. (“Delek Group” 

and/or “the Group”), to test for impairment of the Group’s investments in oil and gas assets, as defined in 

section 4.3 below (“the Assets” and/or “the Oil and Gas Assets”) as part of application of International 

Accounting Standard 36, Impairment of Assets, (“the Report” and/or the Opinion”) as at March 31, 2020 

(“Date of the Report”). 

We are aware that the Report is intended to be used by the Group, inter alia, to prepare its financial 

statements, and we, therefore, consent to the Report being mentioned and/or included (also by way of 

reference) in any report to be published in accordance with Israel Securities Law, 1968 (“the Securities Law”) 

and its regulations, and in any shelf prospectus and/or shelf offering report to be published by the Group 

(including by way of reference). 

The Report was prepared on the basis the information listed in section 1.2 below. GSE assumes that this 

information is reliable and does not conduct any independent test thereof. Therefore, the Opinion does not 

constitute verification as to its integrity and accuracy. However, nothing has been received by us that may 

indicate that the information is unreasonable. 

This Opinion includes a description of the method as well as the key assumptions and analyses used to 

determine the recoverable amount of the Oil and Gas Assets. However, the description does not purport to 

be complete and detailed with respect to all procedures performed by us during formulation of the Opinion.  

The Report does not constitute or replace a due diligence. Furthermore, it is not intended to establish the 

value of the Asset for a specific investor and does not constitute any legal advice or opinion.  

The Report does not include an audit in respect of adjustment to the accounting principles. GSE is not 

responsible for the accounting treatment of the Group’s financial statements in terms of the accuracy and 

integrity of the data and the implications of such accounting treatment, if any. 

If the information and data that GSE relied on is incomplete, inaccurate or unreliable, the results of this 

Report may change. We reserve the right to update the Report in view of any new data that was not 

presented to us. To avoid any doubt, this Report is valid as at the date of its signature only.  

An economic valuation should reasonably and fairly reflect a given situation at a given time, based on known 

data and reference to basic assumptions, assessments and forecasts. It should be emphasized that the 

information contained in this Report regarding assumptions with respect to quantities, production 

rate, price forecasts, investments and production costs of natural gas and condensate constitutes 

forward-looking information, as defined in Israel Securities Law, 1968, and there is no certainty that it 

will materialize, in whole or in art, in the manner stated or in any other manner. The information might 

materialize in a substantially different manner, due to various factors, including changes in the 

estimated quantities and costs, increase in competition, regulation, operating malfunctions, etc. 
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We hereby confirm that we do not have any personal interest in and/or depend on the Group, other than the 

fees received for preparing this Report. We also confirm that our fees are not contingent on the outcome of 

the Report.  

GSE, any company which it directly and/or indirectly controls, and any controlling shareholder, officer or 

employee of any of them, are not liable for any damage, loss or expense of any kind, including direct and/or 

indirect, incurred by whomever relies on this Report, in whole or in part, on condition that we did not act with 

malicious intent or negligence that is not exempt by law and cannot be conditional or in good faith.  

The Group will not be entitled to receive any amount from us, whether under a contract or in damages, by 

law or otherwise, for loss of profits, data or goodwill, any consequential, incidental or indirect damage, or as 

punitive or special damages, for claims due to the services that we provided as part of this Report or 

connected in any other way to the services provided by us as part of this Report, whether the likelihood of 

such loss or damage was expected or not, unless we acted negligently and/or maliciously. 

Furthermore, and without derogating from the generality of the foregoing, if we are obligated in a final ruling 

to pay any amount to a third part in connection with provision of the services set out in this Report, in legal or 

other binding proceedings, the Group undertakes to indemnify us for any amount incurred by us that 

exceeds three times the amount of our fees, upon our first written demand and in any event no later than 14 

days from receipt of a demand letter by registered mail. This indemnification undertaking will not apply if it is 

determined that we acted maliciously or negligently in connection with preparation of the Report, and it is 

subject and according to the letter of intent signed between GSE and the Group. 

1.2. Information Sources 

The main information sources used to prepare the Opinion are as follows: 

▪ The Group’s periodic and quarterly reports for 2018-2019. 

▪ The Group’s draft financial report for Q1 2020. 

▪ The reserves report and updated discounted cash flow data of the Tamar and Leviathan leases 

published by the Group in January 2020. 

▪ Public information published on websites, newspaper articles or other public sources. 

▪ Public sources and databases of GSE.  

▪ Meetings and/or telephone calls with officers in the Group.  

1.3. Details of Assessor 

G.S.E Economic Consulting Ltd. is a subsidiary of Giza Singer Even Ltd., a leading financial consulting and 

investment banking firm in Israel. The firm has a wealth of experience in working with large companies, key 

privatizations and major transactions in the Israeli market, gained over twenty five years of operation. Giza 

Singer Even operates in three segments, through independent business divisions: Financial consulting, 

investment banking, and analytical research and corporate governance.  
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The Report was prepared by a team headed by Mr. Eitan Cohen, CPA, a partner and head of the Economic 

Department at Giza Singer Even, who has over 13 years of experience in economic and commercial 

consulting, valuation of companies and financial instruments. In the past, he served as head of the Economic 

Department of an entrepreneurial infrastructure company and manager of the Economic Department of 

KPMG (Somekh Chaikin). Mr. Cohen is a CPA and holds a BA in Economics and Business Management 

from Ben Gurion University and a M.Sc in Financial Mathematics from Bar Ilan University. 

 

 

 

 

 Sincerely, 
 
G.S.E Economic Consulting Ltd. 
June 29,  2020 
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2. Description of the Group and the reviewed assets 

2.1. Background 

Delek Group is a public company listed for trading on the Tel Aviv Stock Exchange. The Group engages in 

investment and management of companies operating primarily in oil and gas exploration and production as 

well as the fuel sector and operation of gas stations and convenience stores in Israel.  

The Group operates in the energy sector in Israel through its 100% holdings of the equity of Delek Energy 

Systems Ltd. (“Delek Energy”), which directly and indirectly holds Delek Drilling - Limited Partnership (“Delek 

Drilling and/or “the Partnership”), that holds rights in oil assets that include the Leviathan reservoir (the Ratio 

Yam joint venture, which 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 - “Leviathan Project”), the Tamar reservoir 

(the Michal Matan joint venture, an oil and gas exploration, development and production project in the area 

of the Tamar and Dalit leases - “Tamar Project”) and the Aphrodite reservoir in Cyprus, and through its direct 

and indirect holdings of rights to royalties from the Partnership’s oil asset and from the Karish and Tanin oil 

assets. As at the Date of the Report (March 31, 2020), the Group holds 100% of the equity of the general 

partner of the Partnership and 54.9% of the equity of the participating units issued by the limited partner in 

the Partnership.  

Until April 19, 2020, the Group held 51.7% of the equity of Cohen Development and Industrial Buildings Ltd. 

("Cohen Development"). Cohen Development holds 50% of the equity of  Avner Oil and Gas Ltd. (“Avner”) 

together with Delek Energy, which holds the remaining shares (50%). Avner holds 0.96% of the equity of 

Delek Drilling units. On April 19, 2020, the Group completed the sale of all of its interests in Cohen 

Development. Subsequent to the sale, the Group’s holdings in Delek Drilling decreased to 54.7% of the 

equity of the participating units. 
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2.2. Tamar Project 

The Tamar oil asset, which comprises the Tamar and Tamar SW (South West) natural gas fields, is an 

offshore oil asset 90 km west of Haifa covering an area of 250 square kilometers. The Tamar and Tamar SW 

gas fields were discovered in 2009 and 2013, respectively. The reservoir a world-class reservoir containing 

dry gas composed of 99% methane, a high level of voids, permeability and high interconnection between 

parts of the reservoir. On March 31, 2013, the flow of natural gas to consumers commenced, while the 

production capacity is 1.1 BCF per day at maximum production. 

Following are the estimated quantities of gas and condensate in the Tamar reservoir as at the end of 2019, 

as published in Delek Drilling’s reserves report dated January 10, 2020: 

Reserve category Total (100%) in the oil asset Total (Tamar and Tamar 
SW reservoirs) rate 

attributable to equity 
holders of the 

Partnership (net) Tamar Reservoir Tamar SW reservoir 
Total (Tamar + Tamar 

SW reservoirs 

 
Natural gas 

(BCF) 

Condensate 

Million 
barrels 

Natural gas 
(BCF) 

Condensate 

Million 
barrels 

Natural gas 
(BCF) 

Condensate 

Million 
barrels 

Natural gas 
(BCF) 

Condensate 

Million 
barrels 

P1 (proved) reserves 6,944.5 9.0 1.0 796.4 7,741.0 10.1 1,561.5 2 

Probable reserves 2,871.0 3.7 0.2 159.1 3,030.1 3.9 611.2 0.8 

P2 (proved + probable) 
reserves 9,815.5 12.8 1.2 955.6 10,771.1 14.0 2,172.8 2.8 

Possible reserves 2,366.0 3.1 102.2 0.1 2,468.3 3.2 497.9 0.6 

Total P3 (proved + 
probable + possible) 
reserves 12,181.6 15.8 1,057.8 1.4 13,239.4 17.2 2,670.7 3.4 

 

According to information received from the Group, in Q1 2020, 2 BCM and 93,000 barrels of condensate 

were produced from the reservoir and sold to customers. 

Following is a breakdown of the holding structure in the Tamar Project as at the Date of the Report: 

Company % holding 

Noble Energy Mediterranean Ltd. 25.00% 

Isramco Negev 2 – Limited Partnership 28.75% 

Delek Drilling – Limited Partnership 22.00% 

Tamar Petroleum 16.75% 

Dor Gas Exploration – Limited Partnership 4.00% 

Everest Infrastructures – Limited Partnership 3.50% 

 

As at the Date of the Report, Delek Drilling directly and indirectly holds 25.7855% of the Tamar Project, of 

which 22% directly and through its 3.7855% interest in the equity of Tamar Petroleum Ltd. The rate of 

royalties to which Cohen Development is entitled from Delek Drilling’s share of the Tamar reservoir is 

1.4375% (the effective rate is 1.3225%)1.  

 
1  The effective overriding royalties to be paid will be weighted according to the rate of royalties of the State less 

expenses for the gas transmission and treatment systems from the wellhead to the onshore gas delivery terminal. 
According to the assessment of the Tamar reservoir partners, the actual rate of royalties to be paid by them to the 
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At the request of the Group’s management, a valuation was performed to test for impairment of Delek 

Drilling’s direct holdings in the project (22%) and Cohen Development’s rights to royalties from Delek 

Drilling’s share of the project.  

2.3. Leviathan Project 

The Leviathan oil asset, which comprises the Leviathan North and Leviathan South natural gas fields, is an 

offshore oil asset 130-140 km west of Haifa covering an area of 500 square kilometers. The Leviathan field 

was discovered in December 2010, whereas the final investment decision to develop the reservoir was made 

in February 2017. At the end of December 2019, the flow of natural gas from the reservoir to the national 

transmission system commenced. In January 2020, the delivery of natural gas from the reservoir to Egypt 

and Jordan began. In the preliminary operating period of the reservoir, the daily production capacity is 700-

850 MMcf/d at maximum production. 

Following are the estimated quantities of gas and condensate that are classified as on production reserves in 

the Leviathan reservoir as at the end of 2019, as published in Delek Drilling’s Reserves Report dated 

January 13, 2020: 

Reserve category 

Total (100%) in the oil asset 

Leviathan reservoir 
Total rate attributable to the equity 

holders of the Partnership (net) 

Natural gas  Condensate Natural gas  Condensate 

(BCF) Million barrels (BCF) Million barrels 

Total proved reserves (P1) 11,577.3 20.8 4,132.5 7.4 

Probable reserves 1,908.9 3.4 675.1 1.2 

P2 (proved + probable reserves) 13,486.2 24.2 4,807.6 8.6 

Possible reserves 1,145.1 2.1 405.0 0.7 

Total P3 reserves 

(proved + probable + possible reserves) 14,631.3 26.3 5,212.5 9.4 

 

Following are the estimated quantities of gas and condensate classified as development pending contingent 

resources in the Leviathan reservoir as at the end of 2019, as published in Delek Drilling’s reserves report 

dated January 13, 2020: 

  

 
State is expected to be 11.5% on average. Therefore the effective overriding royalties were adjusted with respect to 
92% (12.5%/11.5%). 
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Natural gas (BCF) 

Category Total (100%) in the oil asset (gross) Total rate attributable to the equity holders 
of the Partnership (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 1,802.4 118.2 1,920.5 

Best Estimate - 2C 4,588.2 4,850.7 9,438.8 1,631.3 1,715.5 3,346.7 

High estimate - 3C 4,016.9 9,208.9 13,225.9 1,429.3 3,256.7 4,686.1 

 

Condensate (millions of barrels) 

Category Total (100%) in the oil asset (gross) Total rate attributable to the equity holders 
of the Partnership (net) 

Phase I - 
First Stage 

Future 
development

s 
Total 

Phase I - 
First Stage 

Future 
development

s 
Total 

Low estimate  - 1C 9.1 0.6 9.7 3.3 0.2 3.4 

Best Estimate - 2C 8.2 8.7 17.0 3.0 3.1 6.0 

High estimate - 3C 7.2 16.5 23.8 2.6 5.8 8.4 

 

Following is a breakdown of the holding structure in the Leviathan Project as at the Date of the Report: 

Company % holding 

Delek Drilling – Limited Partnership 45.34% 

Noble Energy Mediterranean Ltd. 39.66% 

Ratio Oil Explorations 15.00% 

 

As at the Date of the Report, Delek Drilling holds 45.34% of the Leviathan Project. The rate of royalties to 

which Cohen Development is entitled from Delek Drilling’s share of the project is 1.4375% (the effective rate 

is 1.3225%)2. The rate of royalties to which Delek Energy and the Group are entitled (distribution of 75% and 

25%, respectively) from Delek Drilling’s share of the Leviathan Project is 1.5% before the ROI date and 6.5% 

after the ROI date3 (the effective rate of royalties is 1.38% before the ROI date and 5.98% after the ROI 

date).   

At the request of the Group’s management, the impairment assessment of its investment in Oil and Gas 

Assets in the Leviathan Project was performed in respect of Delek Drilling’s direct interests in the project 

(45.34%) and the rights of Delek Energy, the Group and Cohen Development to royalties in the project.   

 
2  The effective overriding royalties to be paid will be weighted according to the rate of royalties of the State less 

expenses for the gas transmission and treatment systems from the wellhead to the onshore gas delivery terminal. 
According to the assessment of the Tamar reservoir partners, the actual rate of royalties to be paid by them to the 
State is expected to be 11.5% on average. Therefore the effective overriding royalties were adjusted with respect to 
92% (12.5%/11.5%). 

3  The term “ROI date” means the date after signing of the rights transfer agreement between the Partnership, Delek 
Energy Systems and Delek Israel (currently Delek Group), which was signed in 1993 (as revised from time to time), 
under which the value of proceeds (net) which it received or is entitled to receive for oil and/or gas and/or any other 
material of value generated and used from the oil asset (i.e. license or lease) in which the discovery is found, 
calculated in USD, will be equivalent to the full value of the amount expended in that oil asset, calculated in USD. 

 The term “net value of proceeds” means the value of all the proceeds as approved by the Partnership's accountant 
for oil and/or gas and/or other materials of value produced and used from the oil asset (i.e. lease or license) ("the 
value of proceeds (gross)") less all the production costs and royalties paid for them. 
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3. Description of the business environment 

3.1. General 

The natural gas market in Israel started to develop with the discovery of the Noa and Mari B natural gas 

reservoirs in 1999-2000. These discoveries allowed companies in the market and mainly Israel Electric 

Corporation Ltd. (“IEC”) to transition to more extensive use of natural gas and to reduce the use of costlier 

and more polluting fuels such as coal, diesel fuel and fuel oil. The development of the sector accelerated 

with the discovery of the Tamar and Leviathan reservoirs in 2009 and 2010, respectively. These discoveries 

materially impacted Israel’s energy independence as well as development and extensive use of natural gas 

in the Israeli market. 

Due to the market developments in the sector, there have been significant changes in the natural gas market 

in Israel including regulatory, economic and environmental changes. Within a few years, natural gas in the 

Israeli market has become the main component in range of fuels for electricity production and a material 

source of energy for industry. The natural gas resources that have been discovered in Israel can supply the 

entire needs of the local market in the coming decade and most of its energy needs, thereby significantly 

reducing the Israel’s dependence on foreign energy sources.  

The economic feasibility of investments in exploration and development of natural gas reservoirs is greatly 

affected by the global oil and gas prices, the demand for natural gas in local, regional, and international 

markets and the export potential of natural gas, which also requires the presence of significant gas reserves 

and long-term agreements for the sale of significant quantities of natural gas that would justify the heavy 

investments required to establish suitable infrastructure. 

The use of natural gas has many benefits for the Israeli market, including: 

▪ Saving of energy costs in industry and power production - the low price of natural gas compared to 

the alternative fuels commonly used today, such as fuel oil and diesel fuel, leads to a significant saving 

of production costs, and as a result also a decrease in the prices of end products whose main production 

costs are electricity. Most power plants established in recent years in Israel operate by natural gas 

turbines and are characterized by low construction costs4, shorter construction times, saving of land5 

and numerous operating benefits. In addition to the relatively low price, natural gas is a more efficient 

energy source than other fuels and enables power plants and enterprises to reach a high level of energy 

efficiency, which is also ultimately expressed in saving of costs6. According to the Natural Gas 

Authority’s estimates7, the total saving in the Israeli market from the transition to using natural gas in 

2004-2018 was estimated at NIS 63.7 billion. The main saving is from the electricity sector (NIS 49 

billion), the total consumption of which was 9.1 BCM in 2018, which constitutes 83% of the demand for 

 
4  50% of the cost of a coal power plant, a third of the cost of a nuclear power plant and 15% of a wind power plant. 
5  Natural gas is transmitted through a subsea pipeline and as opposed to other fuels, does not require storage space. 
6  A combined cycle power plant that uses both a gas turbine and a steam turbine is more efficient and uses 55% of the 

energy. Cogeneration plants that use thermal energy generated in the production process reach an efficiency level of 
80%. 

7  https://www.gov.il/BlobFolder/reports/energy_sector_2018/he/energy_sector_review_2018.pdf 

https://www.gov.il/BlobFolder/reports/energy_sector_2018/he/energy_sector_review_2018.pdf
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natural gas. The remainder of the saving from the transition to using natural gas is mostly attributable to 

industrial enterprises (NIS 14.7 billion), the total consumption of which amounted to 2 BCM in 2018.  

▪ Clean energy - the main emissions from natural gas combustion are carbon dioxide and steam. Since 

coal and oil are more complex fuels with a higher ratio of carbon and nitrogen and sulfur components, 

many more pollutants are emitted during their combustion, including ash particles of substances that do 

not combust, but are found in the atmosphere and add to air pollution. In contrast, natural gas 

combustion releases a relatively small quantity of pollutants, reducing air pollution and maintaining a 

cleaner and healthier environment.  

▪ Energy independence - Israel’s geopolitical characteristics make it an energy island that for years was 

unable to import fuels from neighboring countries, forcing it to rely on the importation of costly fuels from 

Europe. Israel’s energy isolation weakened slightly between 2008-2012 with the start of natural gas 

supply from Egypt, but the sudden severing of supply illustrated the importance of developing local 

energy sources. Development of the Israeli natural gas market provides Israeli industry with long-term 

energy security and will reduce its dependence on international energy supply sources. 

▪ Natural gas as a source of government revenue through taxation - The Israeli natural gas industry is 

also expected to benefit the local economy directly through government revenue from corporate taxes 

and VAT from sales to the end consumer.  Furthermore, the Israeli market has several special taxation 

systems that apply to the natural gas sector, and as with other fuel products, natural gas is also subject 

to excise tax. In addition, according to the Petroleum Law, the State collects royalties of 12.5% of the 

total wellhead sales of natural gas. The State will also be entitled to an oil and gas profits levy under the 

Profits and Natural Resources Tax Law, 2011 (“the Levy” and “the Profit Tax Law”, respectively) at a rate 

of 20%-50% (the maximum rate depends partly on the corporate tax rate) of the revenue of holders of oil 

rights less royalties and operating and development costs.  

3.2. Customers 

The natural gas market in Israel consists of several levels of consumers that differ from each other in the 

nature of their operations and their natural gas consumption characteristics.  

▪ Israel Electric Corporation (“IEC”) - IEC is the most important anchor customer for the Tamar Project 

partners. It is a government company supervised by the Electricity Authority, inter alia, in terms of output 

costs for electricity production, and particularly natural gas costs. In 2018, IEC purchased 4.66 BCM and 

in 2019, 4.23 BCM of natural gas from the Tamar Partnership. In 2018 and 2019, the percentage of 

electricity produced by IEC using natural gas and liquefied gas was estimated at 56.5% and 53.1%, 

respectively8. 

▪ Independent power producers - Independent power producers (“IPPs”) are divided into several types, 

based on the production technology used: Conventional IPP, cogeneration plants, pumped storage, 

renewable energy IPPs, and large enterprises that construct self-consumption power plants for which 

they received a self-production license. Section 93 of the Natural Gas Sector Law stipulates that natural 

gas sold to a private power producer is a controlled product under the Commodities and Services Price 

 
8  Source: IEC's financial report for 2019. 
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Control Law, 1996. In 2018, the consumption of the IPPs amounted to 4.9 BCM9, which constitutes 44% 

of the total natural gas consumption that year.  

▪ Major industrial consumers - This level of consumers consists of several significant consumers that 

are essential for the development of the Israeli gas market. Consumers with significant power and 

goodwill in the Israeli market, and extensive experience and knowledge with regard to the Israeli 

industrial activity in general and the activity of the Israeli natural gas market in particular. Most major 

industrial enterprises in the market have signed agreements to purchase natural gas as part of the 

construction of private power plants on their premises to supply the electricity needs of the enterprise, 

which constitutes only part of the production capacity of the power plant, and to sell the electricity 

produced to external consumers or the IEC. Accordingly, the natural gas purchase agreements signed 

by most major industrial enterprises to date have the characteristics of the agreements with independent 

power producers. In 2019, the total natural gas consumption in the industrial sector amounted to 2.4 

BCM, an increase of 20% compared to 2018. The main increase is due to connection of new consumers 

to the distribution network.  

▪ Medium and small consumers - The distribution network consumer sector, which includes primarily 

medium and small enterprises and businesses, such as laundries and bakeries, is a relatively new sector 

in the natural gas market that only recently started signing purchase agreements and converting 

infrastructure. These consumers typically consume low pressure gas in relatively small intermittent 

quantities over the day, while some have not yet been connected to the distribution or onshore 

transmission systems and, therefore, consume condensed natural gas (CNG) - a temporary and non-

optimal solution, since the cost of consumption can reach twice that of natural gas transmitted through 

the distribution system.  

 
9  Source: Ministry of Energy.   
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Chart 1 - Natural Gas Consumption in 2005-201910:  

 

3.3. Demand forecast 

Below are the main factors that are expected to motivate growth in demand for natural gas: 

Increase in demand in the electricity sector  

In recent years, there has been a marked trend of decreasing the use of petroleum and coal distillates at IEC 
power plants by the use of natural gas. This sector is led by the Ministry of Energy and government 
decisions, as follows: 

▪ In December 2015, the Minister of Energy, Dr. Yuval Steinitz, decided to reduce the use of coal for 

electricity production in 2016 by 15% compared to 2015. Since 2017, the use of coal has been reduced 

by a further 5% and by a total of 20% compared with the use in 2015.  

▪ In  August 2016, the Minister of Energy announced his decision to shut down four IEC coal production 

units upon connection of three gas reservoirs to the shore, and the construction of new power plants that 

will run on natural gas within six years. Furthermore, in September 2016, the IEC received emission 

permits under the Clean Air Law, 2008 for its coal power plants setting out, inter alia, the obligation to 

continue installing emissions reduction measures and to shutdown units 1-4 at the Orot Rabin coal 

power plant by no later than June 1, 2022.  

▪ In November 2017, the Minister of Energy decided on the policy principles for minimal operation of coal 

production units, according to which priority will be given at all times for power production using natural 

gas over coal, while the coal production units will operate at the minimum load that allows for flexibility 

and reliability of supply to the market. 

 
10  Source: Ministry of Energy http://online.fliphtml5.com/dldee/idah/ 

http://online.fliphtml5.com/dldee/idah/
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▪ In March 2018, the Knesset Finance Committee and the Knesset plenum approved orders that stipulate, 

inter alia, that as of March 15, 2019 the excise tax on coal would increase by about 125%, in view of the 

Government's policy to gross up external fuel costs and 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 operating approvals. It was also determined that as of May 1, 2018, the excise tax on diesel 

fuel, which is used mainly for transportation purposes, will gradually be abolished. On February 20, 

2019, the Minister of Finance signed an order deferring the expected rise in excise tax on coal from 

March 2019 to 2021. 

▪ In October 2018, the Minister of Energy presented a plan aimed at decreasing the use of polluting 

energy, the main purpose of which is to reduce the use of polluting fuel products by 2030. Under the 

plan, targets have been set for the following sectors:  

A. The electricity sector - Electricity production using 80% natural gas and 20% renewable energy as 

of 2030, with a final shutdown of the coal power plants in Hadera and Ashkelon in 2028. 

B. The industrial sector - Production of 95% of the energy and steam required for industry by means 

of natural gas as of 2030. 

C. The transportation sector - A gradual transition to electric cars and natural gas trucks and 

imposition of an absolute ban on the import of cars that operate on polluting fuels as of 2030.  

▪ In November 2019, the Minister of Energy announced that the timetables for conversation of the coal 

power stations in Hadera and Ashkelon can be shortened to 2025. As a result, the coal era in Israel will 

come to an end that year. This decision shortens the previously determined timetable by 4 years. 

▪ In June 2020, the Miniseries of Energy and Environmental Protection announced that they have 

instructed the IEC to extend the temporary shutdown periods of coal units 1-4 at the Orot Rabin power 

station as of the second half of 2020, as part of the process of fully shutting down these units by June 

2022. 

3.3.1. Transition to the use of natural gas in industry 

▪ Natural gas is a key component in industrial energy consumption (84% of the total use of fuels in 

industry in Israel in 2018). The enterprises are connected to natural gas through transmission and 

distribution networks, while the transmission and distribution fees are controlled by the Natural Gas 

Authority. 

▪ According to the Ministry of Energy’s summary report of the activity for 2019, until now 508 km of 

distribution pipelines (of which 158 km in 2019) and 737 km transmission pipelines (of which 37 km in 

2019) have been deployed. Expanding the deployment of the natural gas distribution network may 

enable hundreds of potential industrial consumers to be connected to the network by 2030, and their 

consumption is expected to amount to 0.72 BCM per year, which constitutes 80% of the potential light 

industry consumption. 

▪ The Ministry of Energy estimates that without any further policy measures, 150 consumers with a total 

consumption of 0.45 BCM are expected to be connected to the distribution network by 2025, which 

constitutes 50% of the total potential connection of light industry consumers. Additional potential 
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consumption of 0.27 BCM is due to connection of another 300 smaller enterprises and is expected to be 

realized due to implementation of further policy measures (such as budget support in the deployment of 

the distribution network, encouraging consumers to use natural gas, etc.). 

▪ In 2030, the total natural gas demand in the industrial sector is expected to be over 3 BCM, of which 

2.25 BCM from natural gas consumption in industry to consumers connected to the transmission network 

and 0.84 BCM from natural gas consumption to consumers connected to the distribution network.  

3.3.2. Export  

There has recently been a marked improvement in the relationship with several neighboring countries with 

which business ties are strategic for Israel in general and for the gas companies in particular. The improved 

relationship has led to signing of natural gas export agreements from Israel to its neighbors as follows:  

▪ The Tamar partners signed agreements with NBL Eastern Mediterranean Marketing Limited “NBL"), for 

the export of natural gas to consumers in Jordan. In parallel, NBL signed an agreement with two 

Jordanian companies, Arab Potash Company and Jordan Bromine Company, under which NBL will 

purchase natural gas for use by these plants, which are located on the eastern banks of the Dead Sea in 

Jordan. These agreements are for 15-year periods and the total quantity of natural gas in them is 3 

BCM. 

▪ On September 26, 2016, the Leviathan partners signed an agreement with the National Electric Power 

Company of Jordan (NEPCO) for the supply of up to 45 BCM of natural gas for a period of 15 years. 

According to Delek Drilling’s public announcement of December 31, 2019, the delivery of natural gas 

from the Leviathan reservoir to customers with which it has signed gas agreements, including to 

NEPCO, has commenced. 

▪ On February 19, 2018, Delek Drilling and Noble signed agreements with the Egyptian company 

Dolphinus, which were assigned to the Tamar and Leviathan partners on September 26, 2018. On 

September 26, 2019, revised export agreements were signed for the supply of natural gas from the 

Tamar and Leviathan reservoirs in volumes of 25.3 BCM and 60 BCM, respectively, for a period of 15 

years. Further to the Leviathan partners’ report at the end of December 2019 on the start of supply of 

natural gas from the reservoir to the different customers, on January 15, 2020, the Leviathan partners 

reported that gas supply to Egypt has commenced. 

▪ On November 6, 2019, a transaction was finalized for the purchase from EMG of 39% its interests in the 

offshore gas transmission pipeline between Israel and Egypt by EMED (a company held by Delek Drilling 

(25%), Noble Energy (25%) and East Gas (50%)), under which the capacity and operation rights for the 

EMG pipeline were transferred to the buyer (EMED) for execution of the agreements with Dolphinus as 

described above.  

According to the local market demand forecast by an external consultant of the Group shortly before the 

Date of the Report, the local demand for natural gas in 2020 is expected to amount to 12 BCM and to 

increase gradually to 18 BCM by 2025. The expected increase in local demand is due to cessation of the use 

of coal for electricity production, the natural growth in demand for electricity (population growth, improved 

living standards and available income), development of the distribution network, while connecting industrial 

enterprises and small consumers to the natural gas distribution and transmission network, and other 
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activities that require extensive use of natural gas (desalination, electrification of trains, etc.), all after 

deduction of reduced demand for the impact of the Covid-19 crisis.  

3.4. Regulatory Environment 

The production of natural gas from reservoirs in the exclusive economic zone (EEZ) of Israel and the sale 

thereof are subject to regulatory restrictions with respect to the quantities of gas produced, the export of gas 

abroad and the gas prices. Furthermore, the production and sale of natural gas from the Tamar, Leviathan, 

Karish and Tanin reservoirs and/or other reservoirs are subject to further regulatory restrictions as follows: 

▪ Royalties to the State of Israel - According to the Petroleum Law,  a leaseholder is charged  royalties 

of 12.5% of the quantity of natural gas or oil produced in the lease and the leaseholder will pay the State 

the market value of the royalties at wellhead. The method of calculating the market value of the royalties 

at wellhead in the Tamar reservoir is under discussion between the Commissioner of Petroleum Affairs 

and the Tamar reservoir partners, and has not yet been determined finally. In 2019, the Tamar Project 

partners paid an advance on account of royalties at a rate of 11.3% of the Tamar Project revenues and 

in 2017 and 2018 at a rate of 11.65%. In February 2020, the Ministry of Energy published guidelines for 

public comments that include general provisions on how to calculate the value of the royalties at 

wellhead for offshore oil rights.  

▪ Profits Tax Law - The Profits Tax Law sets out an oil and gas profits levy based on an R-factor 

mechanism, which is calculated according to the ratio between the net aggregate profits from the project 

and the aggregate investment, as defined in the law (“the Levy Coefficient”). The minimum levy at a rate 

of 20% will be collected when the Levy Coefficient reaches 1.5 and will increase gradually to a rate of 

50% (the maximum rate varies for each tax year according to changes to the corporate tax rate) when 

the Levy Coefficient reaches 2.3. The levy will be calculated and imposed on each reservoir separately. 

The law includes transitional provisions for reservoirs that started commercial production by January 1, 

2014 stipulating, inter alia, that the Levy Coefficient will be a rate of between 2 and 2.8 instead of 

between 1.5 and 2.3. The Tamar reservoir is within the scope of the transitional provisions. 

▪ Antitrust and exemption from the Antitrust Law - In August 2015,  a Government decision was 

adopted regarding the plan 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 Gas Outline Plan”).  

The Gas Outline Plan grants exemption to Delek Drilling, Noble and Ratio Oil Exploration (1992) Limited 

Partnership (jointly: “the Parties”) from the restrictive arrangements in connection with the Leviathan 

reservoir. The Gas Outline Plan also grants exemption in respect of certain powers of the Commissioner 

(the power to regulate the activity of a monopoly through provisions, the power to instruct a monopoly to 

sell an asset, and the power to order the separation of a monopoly) in connection with Delek Drilling and 

Noble being monopolies by virtue of the Commissioner’s declaration in 2012 (“the Exemption”)11. 

Granting of the above Exemption is subject to compliance, inter alia, with the following conditions: 

 
11  Declaration of a monopoly according to section 26(A) of the Antitrust Law, 1988: Delek Drilling Limited Partnership 

together with Avner Oil Exploration Limited Partnership, Noble Energy Mediterranean Ltd;,  Isramco Negev 2 Limited 
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• The sale of the rights of Delek Drilling and Noble in the Karish and Tanin reservoirs to a third party 

that is not related to the Parties or to any of them within 14 months of the date of the exemption or 

of the date of publication of a new draft arrangement by the Commissioner of Petroleum Affairs 

regarding the qualifying conditions for an operator, whichever is later. We should note that on 

August 16, 2016, Delek Drilling signed an agreement with Energean for the sale of 100% of the 

rights in the Karish and Tanin leases. 

• The sale of 100% of Delek Drilling’s rights in the Tamar reservoir to a third party that is not related 

to it or to any of the holders of rights in the Leviathan, Karish and Tanin reservoirs and limiting 

Noble’s rights in the Tamar reservoir to 25% at most, within 72 months. We should note that in 

March 2018, Noble sold 7.5% of its rights in the Tamar and Dalit leases to Tamar Petroleum for a 

cash consideration and Tamar Petroleum shares. In October 2018, Noble sold all of its shares in 

Tamar Petroleum and as of that date, its rate of holding in the Tamar reservoir decreased to 25% 

(directly and indirectly). 

• Imposition of restrictions on new agreements signed for the supply of gas from the Tamar and 

Leviathan reservoirs, such as prohibition on limiting purchases from other suppliers, granting the 

right in certain cases for consumers to unilaterally determine the term of the contract, and granting 

a unilateral option to consumers to change the supply volume in the agreement.  

▪ Stable regulatory environment - In the original outline plan, the Israeli government undertook to 

maintain “regulatory stability” in terms of natural gas exploration and production for a period of 10 years. 

Following a petition filed with the Supreme Court against this stability clause, in March, the Supreme 

Court ruled that the issue of regulatory stability in the Gas Outline Plan in the current format is unlawful. 

In May 2016, the government re-adopted its decision regarding the outline, setting out an alternative 

arrangement for a "stable regulatory environment", to ensure a regulatory environment that encourages 

investments in natural gas exploration and production. 

▪ Price control - In the period between entry into force of the Gas Outline Plan until the date of fulfillment 

of all conditions of the Exemption, the price control in the natural gas sector by virtue of the Antitrust Law 

will limit the imposition of reporting requirements regarding profits and the gas price, provided that during 

this period the holders of rights in the Tamar and Leviathan offer potential consumers a price based on 

the average weighted price of the prices in existing agreements in the reservoirs or on the prices of 

export agreements, with several price and linkage alternatives published under Government Resolution 

476 dated August 16, 2015. Since Q3 2016, every quarter the Natural Gas Authority publishes the 

weighted natural gas price and the gas price to independent power producers.  

3.5. Risk factors  

Natural gas and oil exploration and reservoir development operations involve substantial financial expenses 

under uncertain conditions, resulting in an extremely high financial risk level. Following are details of the risk 

facts that have a material effect on the operations of companies in the sector: 

 
Partnership and Dor Gas Exploration Limited partnership are monopolies in the supply of natural gas to Israel as from 
the second half of 2013 (November 13, 2012) Antitrust 500249. 
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▪ Changes in the electricity production tariffs, price indices, prices of alternative energy sources - 

The prices paid by consumers for natural gas derives, among other things, from the electricity production 

tariff, the US CPI and the prices of alternative fuels to gas, such as fuel oil, diesel fuel and Brent. In 

addition, significant changes in alternative energy sources could lead to changes in the IEC use model 

so that priority is granted to power plants operated with gas alternatives.  

▪ Geopolitical risk - 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 entities and/or international entities operating in Israel. 

Consequently, deterioration in the geopolitical situation in the Middle East and/or deterioration in the 

relationships between Israel and its neighbors for security and/or political and/or economic reasons, may 

harm the ability of the companies operating in the Israeli oil and gas market to promote their business 

with these countries and entities, and to export gas to neighboring countries. 

▪ Competition in the supply of gas - In recent years, several significant gas reservoirs have been 

discovered in Israel’s EEZ in substantial volumes that significantly exceed previous estimates regarding 

needs of the local market. In Israel, in addition to the Tamar and Leviathan producing reservoirs, there 

are another two reservoirs under development: the Karish and Tanin reservoirs, which are expected to 

become additional significant suppliers of natural gas to the local market. In addition, the Ministry of 

Energy conducted two tenders for additional offshore exploration blocks that might lead to further 

discoveries (and it later even granted licenses). Moreover, in 2015, a significant natural gas reservoir 

was discovered in Egypt (“Zohar”) and in 2018 a natural gas reservoir was discovered in Block 6 in 

Cyprus. These reservoirs may have a negative impact on the ability to export natural gas from Israel on 

one hand, and may lead to increased competition in the Israeli natural gas market by increasing supply 

(through import) on the other. Also, the may be other discoveries in the future, in Israel as well as other 

countries in the Eastern Mediterranean Basin, whose development could lead to the entry of additional 

competitors on the supply of natural gas to the domestic market and neighboring countries, thereby 

increasing the scope of competition in the sector.  

▪ Restrictions on export - Limiting the quantity of gas that can be exported may lead to exacerbation of 

the surplus supply on the market, resulting in a decline in local market gas prices. In this regard, we 

should note that according to the Adiri Committee’s recommendations of December 2018, the gas export 

quotas set out in Government Resolution 442 would remain unchanged. However, according to the 

committee’s recommendations the formula for calculating the export quota will change so as to be higher 

than the formula set out in Government Resolution 442 for undiscovered gas reservoirs only. 

▪ Dependence on the proper working order of the natural transmission system in Israel, Egypt and 

Jordan - The ability to supply the gas produced from the reservoirs to potential consumers depends, 

inter alia, on the proper working order of the national gas transmission system and the regional 

distribution networks. The ability to supply also depends on the proper working order of the transmission 

system to Egypt and Jordan and the internal transmission system in these countries. 

▪ Dependence on contractors and professional equipment and service providers - As at the Date of 

the Report, there are no contractors in Israel that perform most of the actions required to construct and 

operate natural gas and oil reservoirs. Therefore, the companies operating in the sector depend on 

foreign contractors to perform such works. As a result, these operations could involve high costs and/or 

significant delays in the schedules set to perform the works and supply the gas to customers. 
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▪ Operating risks and a lack of sufficient insurance coverage - Oil and gas exploration and production 

operations are exposed to diverse risks, uncontrolled gushing of liquids and gas from the well, explosion, 

collapse the well and other events that could impair the performance of the production and transmission 

system. Any of these could damage or destroy the oil or gas wells, production and transmission facilities, 

exploration equipment, etc. There is also a risk of liability for pollution damage due to gushing and/or 

leaking of liquids and/or leaking of gas. Despite the insurance on the market, not all possible risks are or 

can be covered. 

▪ Regulatory changes - The operating segment requires numerous regulatory permits, primarily from the 

competent authorities pursuant to the Petroleum Law and Natural Gas Sector Law, as well as permits 

from state institutions (including the Ministry of Energy, Ministry of Defense, Ministry of Environmental 

Protection, tax authorities and the different planning authorities). In recent years, several 

recommendations have been raised for amending laws and/or regulations and/or guidelines relevant to 

the area of operation and a number of decisions, laws and guidelines have been published that if 

implemented could have an adverse effect on the companies operating in the sector.  

▪ Environmental regulation - The companies operating in the natural gas sector are subject to various 

environmental protection laws, regulations and guidelines, which address 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 nuisances, noise, establishing 

pipeline infrastructure and related facilities on the seabed. Furthermore, the companies are required, 

through the project operators, to obtain approvals from agencies authorized under the Petroleum Law, 

the Natural Gas Sector Law and other laws (such as environmental protection laws) for their operations. 

▪ Impact of the Covid-19 crisis - In the first quarter of 2020, dramatic volatility and very sharp declines 

were recorded in the prices of oil and natural gas in international markets. According to market 

estimates, the volatility as well as other causes and factors affecting the supply and demand of energy 

products can be attributed to the Covid-19 crisis. If the Covid-19 pandemic and global economic crisis 

continue, this is expected to continue to adversely affect the demand and prices of energy products.  

▪ Additional risk factors - There are other risk factors that affect the operating segment, including 

difficulties in obtaining finance, information security risks, dependence on material customers, 

dependence on weather and sea conditions, cancellation or expiration of rights and oil assets, etc. 

3.6. Market Developments  

3.6.1. Leviathan lease 

▪ On February 19, 2018, the Leviathan reservoir partnership announced the signing of an agreement 

between Noble and Dolphinus for the supply of natural gas from the Leviathan Project. On October 2, 

2019, the Partnership announced an amendment to the agreement under which the total quantity of gas 

which the Leviathan partners undertook to supply to Dolphinus increased to 60 BCM compared to 32 

BCM in the original export agreement. According to the Amendment, the expected supply in the first half 

of 2020 is 2.1 BCM per year. In the subsequent two years, until June 6, 2022, the annual supply is 3.6 

BCM per year. The supply in the period starting on July 1, 2022 and ended on the termination date of  

Leviathan agreement is 4.7 BCM per year.   
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▪ On April 7, 2019, it was announced that the Leviathan Partnership’s bid to IEC for the supply of a 

quantity of natural gas beyond that supplied under the IEC-Tamar agreement, 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 production from the Karish reservoir, whichever is earlier, was 

selected as the winner as part of a competitive process held by IEC. The gas sale agreement was 

signed between the parties on June 12, 2019. The Tamar partners filed an administrative petition with 

the Tel Aviv District Court against IEC and the Leviathan partners in connection with the decision of 

IEC’s tender committee, which was dismissed by the court. Consequently, the Tamar partners appealed 

to the Supreme Court against the decision of the District Court.  

▪ On November 20, 2019, the Tamar partners filed an urgent application with Competition Commissioner 

dealing with foiling of possible competition on the part of the Tamar reservoir against the Leviathan 

reservoir by Noble and Delek Drilling, which are acting in violation of the veto prohibitions applicable to 

them, against the backdrop of their cross-holdings in Tamar and Leviathan.  

▪ On December 31, 2019, the Leviathan partners reported that the supply of natural gas from the 

Leviathan reservoir to customers has commenced, according to natural gas supply agreements from the 

reservoir signed with them, including the sale of natural gas to Jordan. Subsequently, on January 15, 

2020, commencement of the supply of as from the Leviathan reservoir to Egypt was announced. 

▪ On April 13, 2020, the Ministry of Energy, the Economic Department of Legislation Advice at the Ministry 

of Justice, the Ministry of Finance, and the Competition Authority (“the Regulators”) announced that the 

Tamar partners were given a short period to amend the arrangements between them so as to ensure 

that Delek, Noble and Isramco do not hold a right to veto decisions on the marketing of natural gas from 

the Tamar reservoir, that will obviate the need for the State to intervene and take a formal position. On 

May 31, 2020, the Tamar partners submitted agreed principles for joint marketing from the Tamar 

Reservoir for the approval of the Regulators and also informed the Regulators that they have reached 

understandings in principle between themselves and with the Leviathan partners for the disputed issues 

regarding the agreements for the sale of natural gas to the IEC, and that advanced discussion are being 

held with the IEC regarding implementation of the understandings. 

3.6.2. Karish and Tanin leases 

▪ As part of implementation of the Gas Outline Plan resolutions dated August 16, 2016, an agreement was 

signed between Delek Drilling, Avner Oil Exploration - Limited Partnership ("Avner”)  and Energean 

Israel Limited (“Energean”) for the sale of 100% of the rights of Delek Drilling, Avner and Noble in the 

Karish and Tanin leases. 

▪ On November 27, 2018, Energean announced commencement of production in China of a floating 

production, storage and offloading unit (FPSO) for the treatment of natural gas produced in the Karish-

Tanin project in the EEZ of Israel. The gas production and treatment process will be performed at the 

wellhead, at a distance of 90 km from the shore. According to Energean’s financial report for 2019 that 

was published on March 19, 2020, the spread of the Covid-19 virus is not expected to affect the project 

timetable and the initial gas production is expected in the first half of 2021.  

▪ On March 4, 2019, Energean announced that implementation of the drilling plan in Israel has 

commenced, including drilling of three production wells in the Karish reservoir and an exploration well in 

the Karish North reservoir designed to verify the presence of 1.3 TCF of natural gas, with a 69% chance 
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of success. On February 20, 2020, Energean reported that the drilling of the three production wells in the 

Karish reservoir was complete. 

▪ On November 4, 2019, Energean announced completion of the Karish North exploration well. According 

to the report,  at the best estimate, an additional 25 BCM of natural gas and 34 million barrels of liquid 

hydrocarbons (light oil/condensate) were found in the reservoir. On April 9, 2020, Energean reported the 

completion of an updated reserves report for the Karish and Tanin reservoirs. According to this report, 

the total reserves in Karish North amounts to 33.7 BCM of natural gas and 39.5 million barrels of liquid 

hydrocarbons. 

▪ According to Energean's reports, until now contracts for the supply of 5.6 BCM per year on a firm basis 

have been signed.  

▪  On April 15, 2020, Energean report that TechnipFMC, which is constructing the platform for it in 

Singapore, announced a temporary suspension of the works on the hold due to the Covid-19 virus.  A 

report published by Energean on June 8, 2020, about two months after suspension of the works, 

indicates that the preparation works for lifting of the topside modules of the platform have been renewed 

at the shipyard in Singapore. According to the report, continuation of the platform works is contingent on 

decisions of the Singapore authorities, that are conducting ongoing evaluations in view of the Covid-19 

virus developments and the need to protect the health of the workers. According to the project 

timetables, the remaining phases for commencement of supply of gas from the reservoir are integration 

on the platform in Singapore, which is expected to take 10 months, and then towing of the platform to the 

Karish field in Israel and anchoring work, which are expected to take further four months.  
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4. Method 

4.1. Impairment of assets 

Section 9 of International Accounting  

their recoverable amount Standard No. 36, Impairment of Assets (“IAS 36”) stipulates that “an entity shall 

assess at the end of each reporting whether there is any indication of impairment of an asset. If such an 

indication exists, the entity shall estimate the recoverable amount of that asset.” 

The purpose of IAS 36 is to set out procedures which an entity is required to perform to ensure that its 

assets are not presented in an amount that exceeds (as set out below). When the carrying amount of the 

asset exceeds its recoverable amount, the assets has been impaired and IAS 36 requires the entity to 

recognize a loss for the impairment.  

4.2. Recoverable amount 

Section 18 of IAS 36 defines the recoverable amount as “the higher of an asset's fair value less costs for 

selling of the asset or cash generating unit and its value in use”, when: 

▪ Fair value less costs of disposal is the price received from the sale of an asset or the price that would 

have been paid to transfer a liability in an ordinary transaction between market participants at the date of 

measurement, less costs of disposal (incremental costs attributed directly to disposal of an asset or a 

cash-generating unit, excluding financing costs and income tax expenses).  

▪ Value in use of the asset is the present value of estimated future cash flows expected to be generated 

from ongoing use of the asset and disposal of the asset at the end of its useful life. In assessing value in 

use, IAS 36 requires a company to use, inter alia, cash flow forecasts based on reasonable and 

supportable assumptions and that reflect the present state of the asset and represent the best estimate 

of the management regarding the economic conditions that will exist during the remainder of the useful 

life of the Assets. 

Estimated future cash flows will not include cash inflows or outflows that may derive from future 

restructuring to which the entity is not committed (including reduction of HR costs), or from a growth or 

improvement of the asset’s performance. 

Value in use will be calculated using the pre-tax discount rate that reflects current market assessments 

of the time value of money and the risks specific to the asset. The discount rate will not reflect risks for 

which future cash flows have already been adjusted. However, section 85 of the considerations and 

explanations for the conclusions presented in IAS 36 indicates that: “In theory, discounting post-tax 

cash flows at a post-tax discount rate and discounting pre-tax cash flows at a pre-tax discount rate 

should give the same result, as long as the pre-tax discount rate is the post-tax discount rate adjusted to 

reflect the specific amount and timing of the future tax cash flows”. 

According to section 19 of IAS 36, it is not always necessary to determine both an asset's fair value less 

costs of disposal and its value in use. If one of these amounts is greater than the carrying amount of the 

asset, it is not impaired and it is not necessary to calculate the other amount. 
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4.3. Cash-generating unit 

According to section 6 of IAS 36, a cash-generating unit is defined as “the smallest identifiable group of 

assets that generates cash inflows that are largely independent of the cash inflows from other assets or 

groups of assets”. Section 68 of IAS 36 stipulates that “identifying a cash-generating unit requires judgment. 

If the recoverable amount of a single asset cannot be determined, the entity identifies the smallest 

combination of assets that generates cash inflows that are largely independent.”  

According to the accounting policy applied by the Group (Note 2S of the Group’s financial statements for 

2019), for the purpose of assessing impairment, a cash-generating unit is all of the Group’s investments in a 

single reservoir, other than cases where two or more reservoirs are grouped into a single cash-generating 

unit, inter alia, in view of the existence of dependence on cash inflows derived from the reservoirs and joint 

use of infrastructure.  

Accordingly, the Group’s management identifies the investments in the Oil and Gas Assets in the Tamar and 

Leviathan Projects as separate cash-generating units as follows: 

Oil and Gas Assets in the Tamar Project 

▪ Delek Drilling’s holdings in the Tamar Project (22%). 

▪ Overriding royalties attributable to Cohen Development for Delek Drilling’s share of the Tamar Project 

(effective royalty rate of 1.3225%). 

Oil and Gas Assets in the Leviathan Project 

▪ Delek Drilling’s holdings in the Leviathan Project (45.34%).  

▪ Overriding royalties attributable to Cohen Development for Delek Drilling’s share of the Leviathan Project 

(effective royalty rate of 1.3225%). 

▪ Overriding royalties attributable to Delek Energy and the Group for Delek Drilling’s share in the Leviathan 

Project (the effective royalty rate is 1.38% before the ROI date and 5.98% after the ROI date). 
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4.4. Assessment of indications of impairment  

According to section 12 of IAS 36, in order to assess whether there is any indication of impairment of an 

asset, an entity must examine internal and external indicators, such as Significant changes in the business 

environment in which the entity operates or in the market to which the asset belongs; an increase in market 

interest rates or the rates of return used to discount the expected cash flows from the asset; a negative 

difference between the net asset value in the Company’s books compared to its market value; obsolescence 

or physical damage of the asset; plans to cease activity or restructure the activity to which the asset belongs, 

etc. 

In the first quarter of 2020, dramatic volatility and very sharp declines were recorded in the prices of oil and 

natural gas in international markets. According to market estimates, the volatility as well as other causes and 

factors affecting the supply and demand of energy products can be attributed to the Covid-19 crisis. If the 

Covid-19 pandemic and global economic crisis continue, this is expected to continue to adversely affect the 

demand and prices of energy products.  

As a result of the governments resolutions adopted as part of the “outline plan to increase the quantity of 

natural gas produced from the Tamar natural gas field and swift development of the Leviathan, Karish and 

Tanin natural gas fields and other natural gas fields” (“the Gas Outline Plan”), the Group and Noble Energy 

Ltd are required to dispose of their holdings in the Tamar lease and the I/13 Dalit lease.   

According to the plan, the Delek Drilling’s remaining direct and indirect interests in the leases (25.7855%, of 

which 22% directly and 3.7855% through Tamar Petroleum) will be sold by December 17, 2021 (72 months 

from entry into force of the Gas Outline Plan). 

As a result, the recoverable amount of Delek Drilling’s interests in the Tamar Project and the overriding 

royalties attributable to Cohen Development in the Tamar Project were estimated on the basis of the fair 

value less costs of disposal. It should be clarified that the fair value was estimated based on a transaction 

between a willing buyer and a willing seller, without any adjustment for constraints, if any, for the sale of the 

Assets. 

The recoverable amount of Delek Drilling’s interests in the Leviathan Project and the overriding royalties 

attributable to the Group and Cohen Development in the Leviathan Project were estimated based of the 

value in use. 
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5. Assessment of the recoverable amount of the Group’s 
investments in the Tamar Project oil and gas assets 

5.1. Forecast of cash flows 

On January 10, 2020, the Group published discounted cash flows (“the Group’s Forecast for the Tamar 

Project”) in the reserves report and updated discounted cash flow data of the Tamar lease (“the Tamar 

Reserves Report”)12. In the first quarter of 2020 (after publication of the Reserves Report), there were sharp 

declines in the financial market rates across the globe, including Israel, as well as dramatic changes in the 

foreign currency exchange rates and drastic decreases in the oil and natural gas prices in international 

markets, as a result of the outbreak of the Covid-19 pandemic and other factors that affect the supply and 

demand of energy products worldwide. 

The fair value of the Asset by us is based on the present value of the cash flow forecast in the 2P (proved + 

probable reserves) resources category published in the Tamar Reserves Report and adjustments to the 

price and production rate forecasts based on market developments in the first quarter of 2020. Below are the 

main adjustments made to the basic scenario in this Report (“the Basic Scenario”) compared to the 

assumptions used in the Group’s forecast in the Tamar Reserves Report:   

▪ Update of the gas price, partially due to: (1) an update of the Partnership’s forecast13 of the average 

Brent prices (in USD)14 to 33.2, 42.2, 49.3, 55.7, 59.0 and USD 62.9 per barrel in 2020 to 2025, 

respectively, a gradual increase to price of 81.3 in 2030 and then an increase of 2% per year (we should 

note that the Partnership’s forecasted Brent prices are different to those used by us in other valuations 

conducted as at the Date of the Report. Consequently, the discount rate set out in section 5.2 below was 

adjusted to bridge the forecast differences); (2) an update of the electricity production tariff forecast, 

which is based, inter alia, on the NIS-USD exchange rate and the cost forecast of fuels based on the gas 

price to IEC; and (3) the current demand forecasts for natural gas on the local market that reflects the 

estimated consideration of the local demand, and the expected decrease in the export of natural gas.  

▪ Update of the volume of sales in 2020 to 2024 based, inter alia, on the local market demand forecast 

that was updated close to the Date of the Report, and according to the mechanism set out in the gas 

export agreement to Egypt that includes decreasing the minimum annual quantity to 50% of the annual 

contract quantity for a year in which the average Brent price is lower than USD 50 (in years in which the 

updated forecast of the average Brent rice is lower than USD 50, it was assumed that the sale quantity 

to Dolphinus will decrease to 50% of the annual agreement quantity. It should be noted that this reflects 

the minimum quantity to be purchased by Dolphinus and it is quite possible that a higher quantity will be 

purchased.  

 
12  https://maya.tase.co.il/reports/details/1273577/2/0 
13  The Group management’s Brent price forecast (average in USD) for 2020 is 35 with a gradual increase to USD 72 

and USD 91 in 2025 and 2030, respectively. The forecasted Brent prices in this Report are based on the forecast 
used by the Partnership to test for impairment of the Oil and Gas Assets, which is lower than the Group’s forecast. 

14  Based on the average Brent price forecasts of the following third parties that provide a long-term price forecast for the 
NYMEX ICE Brent Crude price published shortly before the Date of the Report: US Department of Energy, the World 
Bank and HIS Global Insights.    

https://maya.tase.co.il/reports/details/1273577/2/0
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▪ Adjustment of the price by a rate of 10% in the agreement with IEC at the time of the second adjustment 

on July 1, 2024 (in addition to the price adjustment of 25% assumed in the Group’s forecast at the time 

of the first adjustment in July 2021). 

▪ It should be noted that according to estimates of the project operator (Noble Energy), the development 

and operating costs of the project are expected to decrease. However, the operating expenses and 

required investments taken into account in the Basic Scenario are in the scope and timing that appear in 

the Group’s forecast. 

▪ Depreciation costs for tax purposes were estimated at fair value. 

As stated above, the assessment was performed based on the fair value less costs of disposal. According to 

the Group management’s estimates, the expected costs of disposal were estimated at 0.5% of the fair value. 

5.2. Discount rate 

The weighted average cost of capital (WACC) used to calculate the present value of cash flows was 

estimated at 10.2% based on the parameters in the following table: 

Parameter Value Note 

Risk-free interest 0.7% 1 

Beta 1.33 2 

Market premium 7.3% 3 

Specific risk premium 7.0% 4 

Cost of equity of the Company 17.5%  

Cost of debt 6.8% 5 

Tax rate 23.0% 6 

Leverage rate 60% 7 

WACC (rounded) 10.20%  

Notes to the table 

1. Rate of return on US government bonds for the duration of the cash flows (10 years). 

2. Based on the average unlevered betas of the model of similar companies as set out in the table below:  

Company Unlevered beta 

Isramco Negev 2 Limited Partnership 0.78 

Ratio Oil Exploration 1992 Ltd. 0.80 

Tamar Petroleum Ltd. 0.38 

Delek Royalties (2012) Ltd. 0.45 

Delek Drilling LP 0.69 

Average of sample companies 0.62 

 

The levered beta was estimated on the basis of the average beta of the above sample companies, the 

normative leverage rate (Note 7 below) and statutory tax rate in Israel.  
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3. Market risk premium in Israel (Damodaran, April 202015). 

4. The specific risk premium includes the following components: 

▪ Size premium of 1% (according to a value of USD 5-6 billion for the Tamar reservoir)16;   

▪ Risk premium surcharge of 6% for the risk level inherent in forecasts and the uncertainty regarding 

the impact of the Covid-19 crisis, increased competition from start of production in the Leviathan 

Project and progress in the development of the Karish reservoir.  

5. The cost of debt was estimated in line with the leverage rate. For this purpose, we estimated the 

trendline for the yield to maturity of the marketable debentures of the sample companies (for details, see 

Appendix A). 

6. Based on the statutory tax rate in Israel. 

7. The average leverage rate of the sample companies (in the table in section 2 above) as at March 31, 

2020 was estimated at 70% and was affected by the decrease in market value of the companies. In our 

opinion, the long-term normative leverage rate of the Asset is 60%.  

The discount rate of the overriding royalties attributable to Cohen Development in the Tamar Project was 

estimated at 8.45%, based on the above discount rate less a negative premium of 1.75%17 for a reduced risk 

for the expected cash flows from royalties compared to the operating cash flows. 

  

 
15  http://pages.stern.nyu.edu/~adamodar 
16  Source: Duff & Phelps International Valuation Handbook 2019. 
17 Cohen Development does not bear any expenses and costs for its rights to royalties. Consequently, the weight 

discount rate that was estimated, inter alia, on the basis of the beta of sample companies that hold the actual asset 
and as a result are exposed to changes in operating costs and investments, was decreased by 1.75%, which reflects 
the difference between the risk of the royalties (revenues) compared to the risk of the operating cash flows.   
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5.3. Findings 

According to the foregoing method and assumptions, the fair value of Delek Drilling’s holdings in the Tamar 

Project (22%) was estimated at USD 1,318 million, and less costs of disposal (0.5%) is USD 1,311 million.  

The fair value of the overriding royalties attributable to Cohen Development in the Tamar Project was 

estimated at USD 31.1 million, and less the costs of disposal (0.5%) is USD 30.9 million.  

It should be clarified that the fair value was estimated based on a transaction between a willing buyer and a 

willing seller, without any adjustment for constraints, if any, for the sale of the Assets. 

The aggregate fair value of the Oil and Gas Assets in the Tamar Project, less costs of disposal, was 

estimated at USD 1,342 million and is lower than the carrying amount of the Assets as at March 31, 2020, 

which amounted to USD 1,358 million (investments in the Oil and Gas Assets less liabilities for disposal and 

long-term assets related to the project). Therefore, there has been an impairment of USD 16 million in the 

value of the Assets.  

Following is a sensitivity analysis of the fair value (less costs of disposal) of Delek Drilling’s holdings in the 

Tamar Project given the changes in the discount rate and the gas and condensate price curve:  

 WACC 

  11.70% 11.20% 10.70% 10.20% 9.70% 9.20% 8.70% 

Rate of 
change in 

prices 

-20.0% 899 937 977 1,020 1,066 1,116 1,171 

-15.0% 965 1,005 1,048 1,094 1,144 1,198 1,256 

-10.0% 1,029 1,071 1,117 1,166 1,219 1,276 1,338 

-5.0% 1,093 1,138 1,187 1,239 1,295 1,356 1,422 

0.0% 1,157 1,205 1,256 1,311 1,371 1,435 1,505 

5.0% 1,222 1,273 1,327 1,385 1,448 1,516 1,590 

10.0% 1,286 1,339 1,396 1,457 1,523 1,595 1,673 

 

Following is a sensitivity analysis of the fair value (less costs of disposal) of the overriding royalties 

attributable to Cohen Development in the Tamar Project given the changes in the discount rate and the gas 

and condensate price curve:  

 WACC 

  9.95% 9.45% 8.95% 8.45% 7.95% 7.45% 6.95% 

Rate of 
change in 

prices 

-20.0% 22 23 24 25 27 28 30 

-15.0% 24 25 26 27 28 30 31 

-10.0% 25 26 27 28 30 31 33 

-5.0% 26 27 28 30 31 33 34 

0.0% 27 28 30 31 32 34 36 

5.0% 28 30 31 32 34 36 38 

10.0% 29 31 32 34 35 37 39 
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6. Assessment of the recoverable amount of the Group’s 
investments in the Leviathan Project oil and gas assets 

6.1. Forecast of cash flows 

On January 13, 2020, the Group published discounted cash flows (“Forecast of the Partnership in the 

Leviathan Project”) in the reserves report and updated discounted cash flow data of the Leviathan lease (“the 

Leviathan Reserves Report”).  

We estimated the value in use based on the present value of the cash flow forecast in the 2P+2C (probable 

reserves and best estimate contingent resources) resource category published in the Leviathan Reserves 

Report and adjustments to the price and production rate forecasts based on market developments in the first 

quarter of 2020, as set out in section 5.1 above.  

6.2. Discount rate 

The discount rate of cash flows was estimated at 11.2% based on the discount rate in the Tamar Project, as 

set out in section 5.2 above, plus a risk premium of 1% for increased exposure to export compared to the 

Tamar Project. 

The discount rate of the royalties attributable to Cohen Development, Delek Energy and the Group in the 

Leviathan Project was estimated at 9.45%, based on the above discount rate (the discount rate of the 

operating cash flows in the Leviathan Project) less a negative premium of 1.75% for a reduced risk for the 

expected cash flows from royalties compared to the operating cash flows.  

6.3. Findings 

According to the foregoing method and assumptions, the value in use of Delek Drilling’s holdings in the 

Leviathan Project (45.34%) was estimated at USD 3,909 million. We should note that the value in use is 

based on a sales forecast of 506 BCM until 2064 only, and excludes the expected cash flows from the 

remaining quantity of gas and condensate of 135 BCM and 7.9 million barrels, respectively, that were 

included in the Reserves Report in the 2P+2C resource category. 

The value in use of the royalties attributable to Cohen Development from Delek Drilling’s share of the 

Leviathan Project was estimated at USD 84.2 million. The value in use of the royalties attributable to the 

Group from Delek Drilling’s share was estimated at USD 260.9 million.  

The aggregate value of use of the Oil and Gas Assets in the Leviathan Project was estimated at USD 4,254 

million and is higher than the carrying amount of the Assets, which amounted to USD 3,787 million 

(investments in the Oil and Gas Assets less liabilities for disposal and long-term assets related to the project) 

as at March 31, 2020. Therefore, there is no impairment in the value of the Assets.   



 

 

 

 

 

 

 
30 

 

Following is a sensitivity analysis of the value in use of Delek Drilling’s holdings in the Leviathan Project 

given the changes in the discount rate and the gas and condensate price curve: 

 WACC 

  12.70% 12.20% 11.70% 11.20% 10.70% 10.20% 9.70% 

Rate of 
change in 

prices 

-20.0% 2,838 2,942 3,054 3,175 3,306 3,447 3,601 

-15.0% 3,008 3,118 3,236 3,364 3,502 3,651 3,814 

-10.0% 3,177 3,292 3,417 3,551 3,696 3,854 4,025 

-5.0% 3,340 3,461 3,591 3,732 3,884 4,050 4,230 

0.0% 3,498 3,625 3,762 3,909 4,069 4,242 4,431 

5.0% 3,654 3,786 3,929 4,083 4,250 4,431 4,629 

10.0% 3,811 3,949 4,097 4,258 4,432 4,621 4,827 

Following is a sensitivity analysis of the value in use of the royalties attributable to Cohen Development from 
Delek Drilling’s share of the Tamar Project given the changes in the discount rate and the condensate gas 
price curve:  

 WACC 

  10.95% 10.45% 9.95% 9.45% 8.95% 8.45% 7.95% 

Rate of 
change in 

prices 

-20.0% 62 65 68 71 74 78 82 

-15.0% 65 68 71 74 78 82 86 

-10.0% 68 71 74 78 81 85 90 

-5.0% 71 74 77 81 85 89 94 

0.0% 74 77 81 84 88 93 97 

5.0% 77 80 84 88 92 96 101 

10.0% 80 83 87 91 95 100 105 

Following is a sensitivity analysis of the value in use of the royalties attributable to the Group from of Delek 
Drilling’s share of the Tamar Project given the changes in the discount rate and the condensate gas price 
curve: 

 WACC 

  10.95% 10.45% 9.95% 9.45% 8.95% 8.45% 7.95% 

Rate of 
change in 

prices 

-20.0% 168 178 189 201 214 228 243 

-15.0% 181 191 203 215 229 244 261 

-10.0% 193 204 216 230 244 260 278 

-5.0% 206 218 231 245 260 277 295 

0.0% 220 233 246 261 277 295 315 

5.0% 235 248 262 278 295 314 334 

10.0% 250 264 279 295 313 333 354 
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7. Value derived from Delek Drilling’s marketable securities 

Following is an analysis of the value of the Oil and Gas Asset derived from the market value of Delek 

Drilling’s marketable securities (participating units and debentures) as at March 31, 2020 compared to the 

aggregate balance of the Oil and Gas Assets in the Tamar and Leviathan Projects in the Group’s balance 

sheet: 

USD millions  Note 

Market value 978  

Total surplus assets and financial debt, net 2,493 1 

Adjustment to market value of liabilities (103) 2 

Discounted G&A expenses 79 3 

Derived value of the oil asset 3,446  

Balance sheet value 5,145 4 

Premium (discount) -33.0%  

 

Notes to the table 

1. Balance sheet value of assets and liabilities of Delek Drilling, net of investments in Oil and Gas Assets 

and liabilities for disposal as at March 31, 2020.  

2. Difference between the market value/fair value of Delek Drilling’s financial liabilities as at March 31, 

2020 and their liability value in the balance sheet (including interest payable) less the tax shield. 

3. According to Delek Drilling’s general and administrative expenses of USD 11.1 per year, less tax, 

discounted at 10.7% (average discount rate of Tamar and Leviathan). 

4. Aggregate balance of the Oil and Gas Assets in the Tamar and Leviathan Projects (less liability for 

disposal and plus other long-term assets) in the Group’s balance sheet as at March 31, 2020. 

Based on the above analysis, the market value of the Assets derived from the value of Delek Drilling's 

marketable securities as at March 31, 2020 was estimated at USD 3,446 million, which is 33% lower than the 

balance sheet value of the Assets in the Group’s books (at that time).  

In our opinion, the market value of Delek Drilling’s securities does not constitute a reliable basis for 

assessment of the recoverable amount of the Assets, because their market value is affected by Delek 

Drilling’s specific leverage and a highly substantial surplus supply, due to market expectations regarding the 

sale of assets related to the Tamar reservoir by Delek Drilling, both under the Gas Outline Plan that requires 

it to sell all its interests in these assets by the end of 2021 and as a result of the crisis and its impact on its 

financial strength. The surplus supply compared to demand in the capital market adversely affects the 

market value of the Assets related to the Tamar and Leviathan Projects, including the value of Delek 

Drilling’s securities.  

We should note that although Delek Drilling is required to sell its interests over a period of less two years, the 

number of assets, the financial scope and the immediate need to improve its financial position (inter alia, by 

disposal of assets) means that, in practice, this is a very short period to sell each of the Assets. In view of the 

surplus supply and the above timetable, it is quite possible that the market expects the Assets related to the 

Tamar Project to be sold “under constraint” and discounted compared to their fair value. 
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We should further note that in view of the Covid-19 crisis and market uncertainty, a substantial part of the 

securities trade derived from redemption of savings of the public (reserves, provident funds, etc.). As a 

result, we can assume that transactions in Delek Drilling securities were not necessarily due to a rational 

analysis of the value of its assets either.  

Following is a chart describing the development of the securities prices of public companies operating in the 

gas sector in Israel from the beginning of March 2020 (shortly before the significant price decreases on the 

TASE) until the preparation date of the valuation (June 2020): 

 

The figures in the chart show that the securities prices of the companies recovered substantially compared to 

low measured in mid-March, but the volatility in the markets is continuing. Therefore, it is presently difficult to 

deduce the fair value of the securities from the market prices.  
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8. Appendices 

Appendix A - Normative Cost of Debt 

As stated in section 5.2, the cost of debt was estimated in line with the normative leverage 

rate (60%). For this purpose, we estimated the trendline for the yield to maturity of the 

marketable debentures of the sample companies as at March 31, 202, as set out in the 

following table:  

Company 

Tamar 
Petroleu

m 
Tamar 

Petroleum 

Delek 
Royaltie

s 
Delek 

Drilling 
Isramc

o Ratio Ratio 

Leverage 95.3% 95.3% 64.8% 75.5% 44.6% 69.8% 69.8% 

Debentures Series A Series B Series A Series A Series A Series B Series C 

Rating A1 A1 Aa3 A2 AA   

Yield 11.5% 11.0% 8.0% 15.0% 5.0% 17.4% 20.6% 

Duration 4.64 4.94 4.25 1.68 2.54 2.19 2.05 

Benchmark rating* ba2 ba2 baa1 baa3 aa3 ba2 ba3 

Yield adjusted to duration of the 
project (10) 8.6% 8.4% 6.5% 8.3% 5.0% 9.4% 10.4% 

*  Benchmark rating is the rating derived from the yield and average duration based on the USD fair margin 
interest rate matrix as at March 31, 2020 

 

The trendline was estimated based on the above yield data (based on one debenture for 

each company and, therefore, excluding Series A of Tamar Petroleum and Series C of Ratio) 

and described in the following chart: 

 

 

y = 0.0687x + 0.027
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Appendix B - Forecast of Tamar Project Cash Flows  

Delek Drilling’s holdings in the Tamar Project (22%): 

Year 

Total / 

Average 4-12/2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 

Natural gas sales quantity 
(BCM) (100% of the Asset) 303.0 5.83 8.24 8.59 9.79 10.25 10.50 10.65 11.15 11.65 11.65 11.65 11.65 11.65 11.65 11.65 

Condensate sales quantity 
(thousands of barrels) (100% of 
the Asset) 13,909 267 378 394 449 471 482 489 512 535 535 535 535 535 535 535 

Revenues attributable to the 
Partnership (USD thousands) 12,598,643 229,229 316,889 321,495 366,263 379,778 390,280 403,821 429,352 455,448 463,222 470,043 474,817 478,675 484,378 489,176 

Cash flows after tax and levy 
(USD thousands) 3,953,502 10, 3,314 123,931 132,700 141,279 123,988 90,819 93,774 144,783 153,965 156,493 158,710 159,813 160,640 162,494 163,754 

 

Year 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045 2046 2047 2048 2049 2050 

Natural gas production rate 
(BCM) (100% of the Asset) 11.65 11.65 11.65 11.65 11.65 11.65 11.65 11.65 11.65 11.65 9.00 8.00 5.50 3.50 2.00 1.93 

Condensate sales quantity 
(thousands of barrels) (100% of 
the Asset) 535 535 535 535 535 535 535 535 535 535 413 347 253 161 92 89 

Revenues attributable to the 
Partnership (USD thousands) 479,286 485,002 489,800 494,610 500,337 505,159 509,969 515,719 521,458 526,292 413,163 371,847 261,397 171,385 103,020 97,334 

Cash flows after tax and levy 
(USD thousands) 160,096 147,486 134,409 163,948 157,228 129,000 160,633 158,316 154,673 158,963 122,181 110,995 74,573 32,283 10,055 8,207 

 

Overriding royalties attributable to Cohen Development for Delek Drilling’s share of the Tamar Project: 

Year 

Total / 

Average 4-12/2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 

Revenues attributable to Cohen 
Development (USD thousands) 166,617 3,031.55 4,190.85 4,251.77 4,843.83 5,022.56 5,161.45 5,340.54 5,678.18 6,023.30 6,126.11 6,216.31 6,279.46 6,330.47 6,405.90 6,469.36 

Cash flows after tax and levy (USD 
thousands) 78,581 2,526 2,819 2,600 2,727 2,606 2,505 2,538 2,693 2,851 2,893 2,930 2,956 2,977 3,008 3,034 

 

Year 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045 2046 2047 2048 2049 2050 

Revenues attributable to Cohen 
Development (USD thousands) 6,338.56 6,414.15 6,477.60 6,541.22 6,616.96 6,680.72 6,744.34 6,820.39 6,896.29 6,960.21 5,464.08 4,917.68 3,456.98 2,266.57 1,362.44 1,287.24 

Cash flows after tax and levy (USD 
thousands) 2,980 3,011 3,037 3,063 2,892 2,852 2,927 2,863 2,761 2,851 2,238 2,014 1,416 928 558 527 
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Appendix C - Forecast of Leviathan Project Cash Flows 

Delek Drilling’s holdings in the Leviathan Project (45.34%): 

Year 

Total / 

Average 4-12/2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 

Natural gas sales quantity (BCM) 
(100% of the Asset) 504.3 5.54 9.86 8.8 10.95 10.65 11.78 12.03 12.03 12.03 12.03 12.03 12.03 12.03 12.03 12.03 

Condensate sales quantity (thousands 
of barrels) (100% of the Asset) 31,991 335 625 559 695 747 763 763 763 763 763 763 763 763 763 763 

Revenues attributable to the 
Partnership (USD thousands) 48,88,233 433,074 793,578 730,463 892,143 870,440 983,233 1,036,681 1,065,325 1,103.660 1,142,029 1,172,487 1,176,945 1,187,258 1,199,559 1,213,846 

Cash flows after tax and levy (USD 
thousands) 16,424,318 210,201 454,718 430,240 540,446 443,863 582,724 570,679 455,411 420,522 381,931 377,163 325,679 382,607 386,597 381,842 

 
Year 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045 2046 2047 2048 2049 2050 

Natural gas production rate (BCM) 
(100% of the Asset) 12.03 12.03 12.03 12.03 12.03 12.03 12.03 12.03 12.03 12.03 12.03 12.03 12.03 12.03 12.03 12.03 

Condensate sales quantity (thousands 
of barrels) (100% of the Asset) 763 763 763 763 763 763 763 763 763 763 763 763 763 763 763 763 

Revenues attributable to the 
Partnership (USD thousands) 1,050,460 1,062,795 1,073,178 1,085,548 1,099,870 1,110,322 1,122,692 1,135,131 1,151,439 1,163,878 1,176,352 1,190,777 1,203,251 1,223,567 1,238,028 1,248,618 

Cash flows after tax and levy (USD 
thousands) 338,177 341,918 345,286 228,487 349,926 361,758 364,822 367,909 373,199 368,792 277,727 389,751 393,797 267,296 397,005 295,261 

 
Year 2051 2052 2053 2054 2055 2056 2057 2058 2059 2060 2061 2062 2063 2064 

Natural gas production rate (BCM) 
(100% of the Asset) 12.03 12.03 12.03 11.51 11.37 11.40 11.37 11.37 10.59 10.36 10.34 10.34 10.34 1.22 

Condensate sales quantity (thousands 
of barrels) (100% of the Asset) 763 763 763 730 721 723 721 721 672 657 656 656 656 77 

Revenues attributable to the 
Partnership (USD thousands) 1,194,790 1,207,333 1,219,910 1,179,246 1,176,823 1,191,912 1,202,573 1,214,558 1,142,401 1,130,221 1,138,969 1,151,606 1,162,595 138,667 

Cash flows after tax and levy (USD 
thousands) 395,582 286,030 215,167 392,852 399,159 399,605 399,716 398,681 362,512 364,461 364,841 378,573 376,672 (115,266) 
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Overriding royalties attributable to Cohen Development for Delek Drilling’s share of the Leviathan Project: 

Year 

Total / 

Average 4-12/2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 

Revenues attributable to Cohen 
Development (USD thousands) 645,224 5,727 10,495 9,660 11,799 11,512 13,003 13,710 14,089 14,596 15,103 15,506 15,565 15,701 15,863 16,053 

Cash flows after tax and levy (USD 
thousands) 314,166 4,657 8,434 7,767 9,482 9,236 10,448 10,448 8,302 7,639 7,078 6,841 6,875 6,931 6,998 7,075 

 

Year 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045 2046 2047 2048 2049 2050 

Revenues attributable to Cohen 
Development (USD thousands) 13,892 14,055 14,193 14,356 14,546 14,684 14,848 15,012 15,228 15,392 15,557 15,748 15,913 16,182 16,373 16,513 

Cash flows after tax and levy (USD 
thousands) 6,190 6,257 6,313 6,380 6,458 6,514 6,581 6,649 6,737 6,804 6,872 6,950 7,018 7,128 7,206 7,263 

 

Year 2051 2052 2053 2054 2055 2056 2057 2058 2059 2060 2061 2062 2063 2064 

Revenues attributable to Cohen 
Development (USD thousands) 15,801 15,967 16,133 15,576 15,563 15,763 15,904 16,063 15,108 14,947 15,063 15,230 15,375 1,834 

Cash flows after tax and levy (USD 
thousands) 6,972 7,040 7,108 6,876 6,875 6,901 6,887 6,897 6,463 6,386 6,425 6,482 6,544 781 
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Overriding royalties attributable to Delek Energy and the Group for Delek Drilling’s share of the Leviathan Project: 

Year 

Total / 

Average 4-12/2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 

Revenues attributable to Delek Energy and 
the Group (USD thousands) 2,272,111 5,796 10,951 10,080 12,312 12,011 39,478 61,994 63,706 65,999 68,293 70,115 70,381 70,998 71,734 72,588 

Cash flows after tax and levy (USD 
thousands) 1,248,891 5,365 9,526 8,779 10,710 10,401 31,745 49,156 36,900 33,877 31,323 30,236 30,376 30,629 30,930 31,280 

 
Year 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045 2046 2047 2048 2049 2050 

Revenues attributable to Delek Energy and 
the Group (USD thousands) 62,818 63,555 64,176 64,916 65,772 66,397 67,137 67,881 68,856 69,600 70,346 71,208 71,954 73,169 74,034 74,667 

Cash flows after tax and levy (USD 
thousands) 27,278 27,580 27,834 28,137 28,488 28,744 29,047 29,352 29,751 30,056 30,362 30,715 31,021 31,518 31,872 32,132 

 
Year 2051 2052 2053 2054 2055 2056 2057 2058 2059 2060 2061 2062 2063 2064 

Revenues attributable to Delek Energy and 
the Group (USD thousands) 71,448 72,199 72,951 70,519 70,374 71,276 71,914 72,631 68,316 67,587 68,110 68,866 69,523 8,292 

Cash flows after tax and levy (USD 
thousands) 30,813 31,121 31,429 30,397 30,373 30,573 30,610 30,735 28,833 28,502 28,691 28,963 29,241 3,490 
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Consolidated Balance Sheets 

 

  March 31  December 31 

  2020  2019  2019 

  Unaudited  Audited 

  NIS millions 

Current assets       

       

Cash and cash equivalents  567  1,354  1,517 

Short-term investments  1,344  969  786 

Trade receivables  1,986  1,580  1,894 

Other receivables  473  527  514 

Current tax assets  36  95  83 

Financial derivatives  1,178  152  213 

Inventory  433  294  477 

       

  6,017  4,971  5,484 

       

Assets held for sale  -  97,814  - 

       

  6,017  102,785  5,484 

Non-current assets       

       

Long-term loans, deposits, and receivables  3,695  2,321  3,667 

Other financial assets  313  461  675 

Investments in associates  355  574  492 

Investment property  399  406  432 

Right-of-use assets  903  1,057  910 

Financial derivatives  721  29  182 

Investments in exploration and production of oil and gas assets, net  25,638  20,683  27,687 

Fixed assets, net   1,957  2,158  2,129 

Goodwill  3,461  1,443  4,174 

Other intangible assets, net  7  5  7 

Deferred taxes  1,445  2,323  1,124 

       

  38,894  31,460  41,479 

       

  44,911  134,245  46,963 
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Consolidated Balance Sheets 

 

  March 31  December 31 

  2020  2019  2019 

  Unaudited  Audited 

  NIS millions 

Current liabilities       

Borrowings and current maturities from banks and others  17,633  2,626  5,006 

Trade payables  1,340  883  1,246 

Other payables  1,285  1,383  1,439 

Dividend payable  8  137  - 

Current maturities of lease liabilities  150  135  147 

Current tax liabilities  270  30  497 

Financial derivatives  66  12  202 

       

  20,752  5,206  8,537 

Liabilities attributable to assets held for sale  -  92,773  - 

       

  20,752  97,979  8,537 

Non-current liabilities       

Loans from banks and others  4,043  8,479  12,091 

Debentures   5,410  10,090  9,821 

Convertible debentures and liabilities   176  690  865 

Liabilities for employee benefits  10  9  11 

Lease liability  763  926  771 

Financial derivatives  54  22  35 

Provisions and other liabilities  5,597  1,861  5,333 

Deferred taxes  1,909  2,013  1,922 

       

  17,962  24,090  30,849 

Capital       

Share capital  13  13  13 

Share premium  1,919  1,910  1,919 

Proceeds for conversion options  18  27  18 

Retained earnings  640  3,555  3,382 

Foreign currency translation differences for foreign operations   (311)  (244)  (653) 

Capital reserve from transactions with holders of non-controlling 
interests  (665)  (324)  (289) 

Other reserves  963  137  (3) 

Treasury shares  (314)  (150)  (254) 

       

Total equity attributable to shareholders of the Company  2,263  4,924  4,133 

       

Non-controlling interests  3,934  7,252  3,444 

       

Total capital  6,197  12,176  7,577 

       

  44,911  134,245  46,963 

 

June 29, 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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Consolidated Statements of Income 

 

  
Three months ended  

March 31  
Year ended 

December 31 

  2020  2019  2019 

  Unaudited  Audited 

  
NIS millions 

(Other net earnings (loss) per share) 

       

Revenue  2,953  1,985  8,797 

Cost of revenues  2,014  1,394  6,510 

       

Gross profit  939  591  2,287 

       

Selling, marketing and gas station operating expenses  121  119  487 

General and administrative expenses  77  48  193 

Group share in profits (losses) of operational associates, net  1  1  (39) 

Other revenues (expenses), net  (3,735)  30  (825) 

       

Operating profit (loss)  (2,993)  455  743 

Finance income  66  253  572 

Finance expenses  (779)  (259)  (1,318) 

       

  (3,706)  449  (3) 

Group share in profits of associates, net  2  10  14 

       

Profit (loss) before taxes on income  (3,704)  459  11 

Taxes on income (tax benefit)  (1,020)  104  (391) 

       

Profit (loss) from continuing operations  (2,684)  355  402 

Profit (loss) from discontinued operations, net  (26)  122  384 

       

Net profit (loss)  (2,710)  477  786 

       

Attributable to:       

Shareholders of the Company  (2,766)  290  234 

Non-controlling interests  56  187  552 

       

  (2,710)  477  786 

Net earnings (loss) per share attributable to shareholders of the 
Company (NIS)       

       

Basic profit (loss) from continuing operations  (240.2)  25.3  7.3 

Basic earnings (loss) from discontinued operations  (2.3)  (0.5)  12.8 

       

Basic profit (loss)   (242.5)  24.8  20.1 

       

Diluted profit (loss) from continuing operations  (240.2)  24.1  7.3 

Diluted earnings (loss) from discontinued operations  (2.3)  (0.4)  12.8 

       

Diluted earnings (loss)  (242.5)  23.7  20.1 
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Consolidated Statements of Comprehensive Income 

 

  
Three months ended 

March 31  
Year ended 

December 31 

  2020  2019  2019 

  Unaudited  Audited 

  NIS millions 

       

Net profit (loss)  (2,710)  477  786 

       

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 

 

(149)  (11)  (167) 

       

Total  (149)  (11)  (167) 

       

       

Amounts classified or reclassified to profit or loss under specific 
conditions: 

 

     

Profit for financial assets at fair value through other comprehensive 
income 

 

9  -  - 

Profit for cash flow hedges  1,186  24  92 

Transfer to profit or loss for cash flow hedges  (131)  (44)  (105) 

Foreign currency translation differences for foreign operations  401  (379)  (969) 

Transfer to profit or loss for foreign currency translation differences for 
foreign operations 

 

15  14  14 

Other comprehensive loss attributable to associates, net  (2)  (1)  (4) 

       

Total  1,478  (386)  (972) 

       

Total other comprehensive income (loss) from continuing operations  1,329  (397)  (1,139) 

Total other comprehensive income from discontinued operations, net  -  135  153 

       

Total other comprehensive income (loss)  1,329  (262)  (986) 

       

Total comprehensive income (loss)   (1,381)  215  (200) 

       

Attributable to:       

Shareholders of the Company  (1,479)  104  (501) 

Non-controlling interests  98  111  301 

       

  (1,381)  215  (200) 
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Consolidated Statements of Changes in Equity 

 

 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 
transactions 
with holders 

of non-
controlling 
interests 

Other 
reserves *) 

Treasury 
shares Total 

Non-
controlling 
interests 

Total 
capital 

 Unaudited 

 NIS millions 

            

Balance as at January 1, 2020 (audited) 13 1,919 18 3,382 (653) (289) (3) (254) 4,133 3,444 7,577 

Net profit (loss) - - - (2,766) - - - - (2,766) 56 (2,710) 

Other comprehensive income - - - - 312 - 975 - 1,287 42 1,329 

Total comprehensive income (loss) - - - (2,766) 312 - 975 - (1,479) 98 **) (1,381) 

Acquisition of treasury shares - - - - - - - (60) (60) - (60) 

Disposal of revaluation fund due to disposal 
of an asset - - - 24 - - (24) - - - - 

Acquisition of shares from holders of non-
controlling interests - - 

- 
- - (2) - - (2) (5) (7) 

Sale of shares to non-controlling interests - - - - 30 (374) 15 - (329) 405 76 

Dividend to non-controlling interests  - - - - - - - - - (8) (8) 

Balance as at March 31, 2020 13 1,919 18 640 (311) (665) 963 (314) 2,263 3,934 6,197 
            

*)  Mainly capital reserve for cash flow hedges  

**)  Composition of comprehensive income of non-controlling interests: 

 

Net profit attributable to non-controlling interests 56 

Loss for financial assets measured at fair value through other comprehensive 
income, net (51) 

Loss from cash flow hedges (9) 

Foreign currency translation differences for foreign operations 102 

Total comprehensive income attributable to non-controlling interests 98 
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Consolidated Statements of Changes in Equity 

 

 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 
transactions 
with holders 

of non-
controlling 
interests  

Other 
reserves *) 

Treasury 
shares Total 

Non-
controlling 
interests  

Total 
capital 

 Unaudited 

 NIS millions 

            

Balance as at January 1, 2019 (audited) 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 - - - 290 - - - - 290 187 477 

Other comprehensive income (loss) - - - - (224) - 38 - (186) (76) (262) 

Total comprehensive income (loss) - - - 290 (224) - 38 - 104 111 **) 215 

Acquisition of treasury shares - - - - - - - (7) (7) - (7) 

Deconsolidation - - - - - - - - - (1) (1) 

Dividends - - - (137) - - - - (137) - (137) 

Dividend to non-controlling interests  - - - - - - - - - (163) (163) 

Balance as at March 31, 2019 13 1,910 27 3,555 (244) (324) 137 (150) 4,924 7,252 12,176 
            

*)  Mainly capital reserve for financial assets at fair value through other comprehensive income As at March 31, 2019, including a credit balance of NIS 50 million for investments 
held for sale. 

**)  Composition of comprehensive income of non-controlling interests: 

 

Net profit attributable to non-controlling interests 187 

Profit for financial assets at fair value through other comprehensive income, net 72 

Loss from cash flow hedges (3) 

Foreign currency translation differences for foreign operations (145) 

Total comprehensive income attributable to non-controlling interests 111 
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Consolidated Statements of Changes in Equity 

 

 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 
transactions 
with holders 

of non-
controlling 
interests  

Other 
reserves *) 

Treasury 
shares Total 

Non-
controlling 
interests  

Total 
capital 

 Audited 

 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  - - - - - - - - - (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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Consolidated Statements of Cash Flows 

 

  
Three months ended 

March 31  
Year ended 

December 31 

  2020  2019  2019 

  Unaudited  Audited 

  NIS millions 

       

Cash flows from operating activities       

       

Net profit (loss)  (2,710)  477  786 

Adjustments to reconcile cash flows from operating activities (a)  3,552  2,602  4,037 

       

Net cash from operating activities   842  3,079  4,823 

       

Cash flows from investing activities       

       

Purchase of fixed assets, investment property and intangible assets  (17)  (110)  (330) 

Proceeds from sale of fixed assets and investment property  31  64  93 

Proceeds from sale of oil and gas assets   -  -  160 

Proceeds from sale of financial assets, net  (14)  23  113 

Repayment (providing) of loans to associates, net  (1)  1  - 

Short-term investments, net  (347)  (163)  237 

Investment in long-term bank deposits, net  (108)  (140)  (188) 

Investments in oil and gas exploration and assets  (418)  (728)  (3,621) 

Cash received from disposal of investments in previously reported 
consolidated subsidiaries (B) 

 

 -  -  1,320 

Cash flows used for acquisition of control in companies and operations 
(C) 

 

(7)  (22)  (6,086) 

Proceeds from sale of an investment in associates  169  356  750 

Tax paid for the sale of and investment in corporate company   -  (21)  (21) 

Investments in associates   -  (103)  (427) 

Repayment of loans to others, net  68  36  321 

       

Net cash used for investment activities   (644)  (807)  (7,679) 
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Consolidated Statements of Cash Flows 

 

  
Three months ended 

March 31  
Year ended 

December 31 

  2020  2019  2019 

  Unaudited  Audited 

  NIS millions 

Cash flow from finance activities        

       

Short-term loans from banks and others, net  229  (329)  (9) 

Transactions with non-controlling interests  (137)  -  - 

Receipt of long-term loans   -  474  6,848 

Repayment of long-term loans  (809)  (373)  (1,966) 

Dividend paid   -  -  (254) 

Dividend paid to non-controlling interests   (47)  (77)  (498) 

Acquisition of treasury shares by a subsidiary partnership  (60)  (7)  (111) 

Repayment of a lease liability   (34)  (36)  (174) 

Payment for a put option and other contingent considerations   -  -  (35) 

Issue of debentures and convertible debentures into shares (less 
issuance expenses) 

 

 -  -  2,561 

Repayment of debentures   (299)  (111)  (1,131) 

       

Net cash from (used for) finance activities   (1,157)  (459)  5,231 

       

Exchange differences on cash balances of foreign operations  9  (17)  (32) 

       

Change in cash and cash equivalents attributable to operations held for 
sale 

 

-  (1,928)  (2,312) 

       

Increase (decrease) in cash and cash equivalents  (950)  (132)  31 

       

Balance of cash flow and cash equivalents for beginning of period  1,517  1,486  1,486 

       

Cash balance and cash equivalents at end of period  567  1,354  1,517 
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Consolidated Statements of Cash Flows 

 

   
Three months ended 

March 31  
Year ended 

December 31 

   2020  2019  2019 

   Unaudited  Audited 

   NIS millions 

(A) Adjustments to reconcile cash flows from operating activities:        

        

 Adjustments to profit or loss       

        

 Depreciation, depletion, amortization, and impairment of assets  4,549  386  2,386 

 Deferred taxes, net  (1,089)  140  (442) 

 Increase (decrease) in employee benefit liabilities, net  (1)  9  3 

 Decrease (increase) of loans granted, net  (7)  2  33 

 

Profit from the sale of fixed assets, real estate and investments, 
net 

 

(20)  (170)  (262) 

 Group’s share of results of associates, net (1)  (3)  79  28 

 Loss (profit) from the sale of oil and gas assets   -  -  3 

 

Change in fair value of financial assets and financial derivatives, 
net 

 

381  (232)  (411) 

 Increase (decrease) in long-term liabilities, net  20  25  (8) 

 Increase in deferred acquisition costs   -  (60)  (52) 

 Cost of share-based payment  (5)  4  2 

 Change in financial investments of insurance companies, net   -  (2,965)  (5,803) 

 

Investments net of proceeds from the sale of financial assets at 
fair value through other comprehensive income in insurance 
companies, net 

 

 -  (2,006)  (4,376) 

 

Increase in reserves and other provisions in insurance 
companies 

 

 -  7,389  12,601 

 

Acquisition of investment property for performance-based 
contracts and other investment property in insurance companies 

 

 -  -  (199) 

 Increase in reinsurance assets   -  (110)  (218) 

 Change in value of investment property, net  4  (97)  (47) 

        

 Changes in operating assets and liabilities:       

        

 Decrease (increase) in trade receivables  (65)  260  211 

 Decrease in other receivables  81  135  169 

 Decrease in inventory  51  3  15 

 Decrease (increase) in other assets, net  (3)  88  15 

 Increase (decrease) in trade payables  (75)  (283)  164 

 Increase (decrease) in other accounts payable  (266)  5  225 

        

   3,552  2,602  4,037 

        

 (1) Net of dividends and earnings received  -  137  181 
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Consolidated Statements of Cash Flows 

 

 
  

Three months ended  
March 31  

Year ended 
December 31 

   2020  2019  2019 

   Unaudited  Audited 

   NIS millions 

(B) Cash added (deducted) from disposal of investments in 
previously consolidated companies        

 Loan to the buyers for the acquisition  -  -  (152) 

 Assets held for sale  -  -  103,607 

 Liabilities attributable to assets held for sale  -  -  (97,967) 

 Movement in capital reserves, net  -  -  (30) 

 Profit on disposal of an investment  -  -  66 

 Non-controlling interests  -  -  (3,539) 

 Investment in a financial asset at fair value through profit or loss  -  -  (665) 

        

   -  -  1,320 

(C) Investment derecognized for acquisition of control in companies 
and joint operations       

 Working capital (excluding cash and cash equivalents), net  2  3  (2) 

 Investments in exploration and production of oil and gas assets  -  -  (7,554) 

 Fixed assets, net  (9)  (1)  (39) 

 Other long-term assets  -  -  (705) 

 Deferred tax reserve (deferred tax asset)  -  -  1,731 

 Goodwill  -  (61)  (2,837) 

 Non-current liabilities  -  -  3,358 

 Derecognition of investment in an associate  -  32  - 

 Contingent consideration  -  5  - 

 Assets held for sale, net  -  -  (38) 

        

   (7)  (22)  (6,086) 

(D) Significant non-cash activities       

 Purchase of fixed assets, investment property, and intangible 
assets  6  15  9 

 Investment in oil and gas assets against liability  159  309  567 

 Dividend payable to shareholders of the Company  -  137  - 

 Dividend to non-controlling interests     138  47 

 Exercise of rights for royalties against receivables  -  -  27 

 Distribution of shares of an associate as a dividend in kind for 
non-controlling interests  -    147 

 Sale of investment property against loan provided  -  39  39 

 Repayment of a liability to a bank against the sale of 
participating units in a subsidiary partnership  207  -  - 

 Repayment of a liability to a bank against the sale of shares in 
swap transactions  -  -  132 
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Consolidated Statements of Cash Flows 

 

 
  

Three months ended 
March 31  

Year ended  
December 31 

   2020  2019  2019 

   Unaudited  Audited 

   NIS millions 

        

(E) Additional information on cash flows       

        

 Cash paid during the period for:       

        

 Interest  371  220  1,381 

 Taxes   5  79  263 

        

 Cash received during the period for:       

        

 Interest  7  206  547 

 Dividends  -  10  113 

 Taxes   1  453  509 

        

        

(F) See Note 3A for information about cash flows from discontinued operations.     
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Notes to the Consolidated Interim Financial Statements 

NOTE 1 –  GENERAL 
 

These financial statements have been prepared in condensed format as at March 31, 2020 and 
for the three months then ended (“the Consolidated Interim Financial Statements”). The financial 
statements should be read in the context of the Company’s annual financial statements as at 
December 31, 2019 for the year then ended, and their accompanying notes (“the Annual 
Financial Statements”).  

 
A. The COVID-19 crisis and the decline in oil and gas prices 

 
In December 2019, the COVID-19 pandemic 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 
COVID-19 has caused widespread morbidity and mortality in many countries. Due to the 
COVID-19 Crisis, many countries have imposed and are continuing to impose significant 
restrictions that included and/or include, among other things, 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 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. However, agreements have 
recently been reached between countries to reduce the volume of daily oil production in the 
coming months. In addition, in recent weeks, many countries have started to adopt an exit 
strategy and controlled and gradual return to routine. In this context, it should be noted that 
in 2020 and shortly before the approval date of the financial statements, oil prices were 
highly volatile, and, at its lowest point, the Brent oil price was USD 16 per barrel and shortly 
before the approval date of the financial statements the Brent oil price is USD 40 per barrel 
(as at December 31, 2019 the price was USD 65 per barrel).  
 
As at the approval date of the financial statements, there is significant uncertainty 
regarding when the pandemic will be contained and/or will break out again and the 
continuation and/or deepening of the global economic crisis, and future oil and natural gas 
prices. Since the Group’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 considerations 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 crisis may result 
in 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.  
 
For information about asset impairment and amortization assessments in the reporting 
period, see Notes 3 and 5 below. In this context, it should be noted that the estimates used 
by the Group for the assessments may be volatile, among other things, due to the 
aforesaid uncertainty. The Group will continue to review its estimates and update them 
according to developments in connection with the crisis, its effect on the economy in Israel 
and globally, and its effect on prices of oil and natural gas. 
 
In addition, 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 half 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 B below.  
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NOTE 1 – GENERAL (CONTD.) 
 
B. Financial position of the Group  

 
1. General 
 

• As at March 31, 2020, the Company (separate) has a working capital deficit of 
NIS 6.5 billion, and the Group (consolidated) has a working capital deficit of NIS 
14.7 billion. Of this amount NIS 5.6 billion is attributable to the reclassification of 
debentures and liabilities from banks and other corporations from long term, to 
short term, due to non-compliance and/or allegations of non-compliance with 
financial and other covenants and certain rights to cross default (as set out in 
section 4 below, subsequent to the balance sheet date, in June 2020, the 
Company reached agreements with the debenture holders and the bank and in 
subsequent periods, the Company will reassess the reclassification of some of 
the liabilities to long-term).  
 

It should be noted that, in addition to the aforesaid regarding the liabilities of the 

Company (separate), the Company provided certain guarantees to banks and 

other institutions for loans and credit taken out by certain subsidiaries (“the Staff 

Companies").  

 

It should be further noted that, according to the current repayment schedules 

(taking into consideration the agreements with banks and other institutions as 

aforesaid), in the period between April 2020 and March 2021, the Company and 

the Staff Companies have repayments (of principal and interest) amounting to 

NIS 2.8 billion and in the period between April 2021 and March 2022, NIS 2.5 

billion. 

 

• As at March 31, 2020, liabilities (short- and long-term) to financing entities (mainly 
to debenture holders and banks and other institutions) of the Company and the 
Staff Companies amount to NIS 8 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 
213 million. The Company also has swap transactions relating to The Phoenix 
shares, for which the liability amounts to NIS 500 million, against The Phoenix 
shares and deposits, amounting to NIS 646 million as at March 31, 2020 
 

• Shortly before the approval date of the financial statements, the liabilities amount 
to NIS 7.8 billion, against financial assets amounting to NIS 285 million. For 
information about the updated collateral for these liabilities (taking into 
consideration agreements with banks and other institutions as described above, 
see Note 10 below. 
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NOTE 1 – GENERAL (CONTD.) 
 
B. Financial position of the Group (contd.) 
 

2. Decrease in oil and gas prices and implications on financial covenants 
 

• As set out in section A above, in the reporting period, 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 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 (mainly 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 There was a significant decrease in capital attributable to the Company's 
shareholders, which amounted to NIS 2.3 billion as at March 31, 2020 (as at 
December 31, 2019, NIS 4.1 billion) and there is concern that due to events 
that occurred as from that date until shortly before the approval date of the 
financial statements (including the decline in the USD exchange rate, 
disposals subsequent to the balance sheet date, and changes in oil prices) 
as well as the continuation of the crisis, there will be a further significant 
decrease in capital. 

• Following the spread of COVID-19, 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: 
 
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 

decreased by NIS 329 million, in the first quarter of 2020. For further 

information, see Note 3C to the financial statements.   
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NOTE 1 – GENERAL (CONTD.) 
 
B. Financial position of the Group (contd.) 
 

2. Decrease in oil and gas prices and implications on financial covenants (contd.) 
 

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 on 

that date 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). 

Following the court hearings, in May 2020, Delek Energy repaid its debt to 

the bank.  

 

3)  For the loan of USD 200 million taken by a wholly-owned foreign subsidiary 
(DKL Energy), as set out in Note 10F(3) to the Annual 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.  
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NOTE 1 – GENERAL (CONTD.) 
 
B. Financial position of the Group (contd.) 
 

2. Decrease in oil and gas prices and implications on financial covenants (contd.) 

 
In 2020, DKL Energy failed to comply with specific 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 

and the deadlines for relief of the grounds for immediate repayment were 

extended, and in May 2020, another amount of USD 20 million was repaid 

due the dividend received from Ithaca (the balance of the loan amounts to 

USD 137 million as at the approval date of the financial statements). DKL 

Energy is taking steps to formulate an amended addition to the agreement 

with a foreign bank regarding the terms of the loan and an arrangement in 

connection with the grounds for the foreign bank to call for immediate 

payment. 

 

• 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%. It is further noted 
that on May 5, 2020, Maalot downgraded the Company's debenture rating to 
ilCCC with negative outlook due to the increased risk of default.  
 

In addition, further to Note 19 to the Annual Financial Statements, a downgrade in 

the rating 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'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, the 
rating downgrade, the deterioration in the ratios of Company’s debt to asset 
value, and the going concern remark in the Annual Financial Statements, as at 
March 31, 2020, there are events that are considered or than may be considered 
to be events of default for some of the liabilities of the Company and the Staff 
Companies towards the financial institutions and the debenture holders. In view 
of the above, as at March 31, 2020, all the liabilities of the Company and the Staff 
Companies towards financial institutions and debentures holders were classified 
as current liabilities.   
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NOTE 1 – GENERAL (CONTD.) 
 
B. Financial position of the Group (contd.) 
 

2. Decrease in oil and gas prices and implications on financial covenants (contd.) 

 
• For information about the agreements and the amendment to the deeds of trust 

that were approved on June 17, 2020 with the Company’s debenture holders, and 
the standstill agreement with some of the banks, see section 4 below. 
 

• It should be noted that in 2020 and shortly before the approval date of the 
financial statements, the Company repaid the full amount of its liabilities to the 
debenture holders and the banks under the agreements with them.  

 
3.  Disposal of assets and investments and raising capital 

 

• In view of the sharp decline in the Company’s 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 169 million 
(see Note 3B) 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 3D). In addition, in May 
2020, a binding agreement was signed for the sale of the rights of the Company 
and Delek Energy to overriding royalties in the Karish and Tanin reservoirs for a 
consideration of NIS 318 million (see Note 5H).  
 

• In April and May 2020, the Company informed the banks of early termination of 
all the swap transactions in connection with The Phoenix shares. The swap 
shares (25,000,000 shares) were sold by the banks in off-floor transactions for an 
amount of NIS 413 million. On completion of the transactions, a cash amount of 
NIS 143 million, which was pledged to the banks to secure the transactions, as is 
standard in this type of transaction, was released in favor of the Company. For 
further information, see Note 3A(3). 
 

• In June 2020, Delek Israel signed a binding agreement for the sale of its holdings 
in the Pi Glilot terminals for a consideration of NIS 700 million (see Note 3E) and 
a binding memorandum of understanding was signed for the disposal of Delek 
Israel's holdings in IPP Delek Ashkelon Ltd. and IPP Delek Sorek Ltd., which hold 
power plants (for further information, see Note 3F) 
 

• In May 2020, the Group raised capital amounting to NIS 137 million. For further 
information, see Note 7. 
 

• In addition, the Company is assessing the disposal of additional assets and 
obtaining a loan against a specific lien of the overriding royalties from the 
Leviathan reservoir, among other things, as part of the agreements signed with 
the debenture holders and the banks, as set out in section 4 below. 
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NOTE 1 – GENERAL (CONTD.) 
 
B. Financial position of the Group (contd.) 
 

4. Discussions and agreements 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 representation 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. The Company 
and the representation held discussions, with the aim of regulating the terms of 
the debentures and the Company's obligations to them. In addition, in recent 
months, the Company and certain banks held negotiations, due to the breach of 
the covenants, with the aim of arranging the terms of the loans that were provided 
and the Company’s obligations to them. Subsequent to the balance sheet date, in 
June 2020, agreements and understandings with the debenture holders and the 
banks were approved. Under the agreements, the Company undertook to raise 
capital, dispose of assets, pledge assets and investments in favor of the 
debenture holders and the banks, and comply with various financial covenants, 
some of which were revised in the agreements. The agreements set out events 
and covenants, which, if breached, will allow the debenture holders and the 
banks to call for immediate repayment of the Company's liabilities to them. For 
further information, see Note 10.  

 
5.  Conclusion  

  
Under the agreements with the debenture holders and the banks, and for the 
Company and the staff companies to meet repayment of their liabilities, the Company 
is required to raise a substantial amount of capital, dispose of assets and investments 
on a substantial scale (some of which have been completed and/or agreements or 
memorandums of understanding have been signed for their disposal), raise debt 
based on assets, and receive dividends from investees. The amounts of the these 
sources are required for the repayment of the Company's liabilities, which reach 
substantial amounts (by the end of 2020, the Company is required to repay liabilities 
to the debenture holders and banks amounting to approx. NIS 2.3 NIS billion; in 2021, 
NIS 1.5 billion; in the first quarter of 2022, NIS 1.5 billion).  
 
As aforesaid, repayment of the liabilities of the Company and the staff companies on 
time is subject to their ability to dispose of assets and investments on a significant 
scale, their ability to raise debt and capital on a significant scale, some of which is 
required in the near future and is greatly affected by oil and natural gas prices, and 
their ability to receive dividends in substantial amounts from investees. The Company 
is also required to comply with the terms of the agreements and covenants with the 
debenture holders and the banks, so that they will not call for immediate repayment of 
the liabilities of the Company and the staff companies.  
  
It should be noted that the Company's ability to receive a substantial amount of 
dividend from investees refers mainly to the receipt of dividends from Delek Drilling 
and Ithaca, as well as from Delek Israel, if the Company's holdings in it are not 
disposed of. The ability of these companies to distribute dividends is subject, among 
other things, on their ability to refinance existing debts and/or meet financial 
covenants, and to obtain financing from financing entities and/or their ability to 
generate a significant available cash flow following financing operations, which is 
dependent on the demand for oil and natural gas and a significant increase in the 
price of oil and natural gas. See section C below. 
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NOTE 1 – GENERAL (CONTD.) 
 
B. Financial position of the Group (contd.) 
 

5.  Conclusion (contd.) 
 
The Company took steps and is taking steps to implement its plans, which include 
raising capital and disposal of assets and investments on a significant scale, in order 
to meet its various obligations. The Company believes that it is highly likely that its 
plans will be realized. However, since completion of the Company's plans is not under 
its sole control and depends, as described above, on the materialization of several 
incremental events, which must occur in relatively short periods and/or in a significant 
scope, there is uncertainty as to the actual fulfillment of the these plans. 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. 
 

C. Financial positions of subsidiaries 

 
1. Delek Drilling 

 
• As at March 31, 2020, Delek Drilling has a working capital deficit of USD 2 billion 

(NIS 7.2 million) arising mainly from current maturities of liabilities to banks and 
Tamar Bond debentures amounting to USD 2.4 billion. It should be noted that as 
at the approval date of the financial statements of Delek Drilling, Delek Drilling 
has safety cushions to secure the repayments of Tamar Bond debentures and 
Leviathan financing amounting to USD 234 million and USD 44 million, 
respectively.  
The COVID-19 Crisis and its consequences 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 12J to the Annual Financial Statements.  
 

• 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 374 million, which have accrued in the reserve of 
Delek Drilling as at the balance sheet date; 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. 
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NOTE 1 – GENERAL (CONTD.) 
 
C. Financial positions of subsidiaries (contd.) 

 
1. Delek Drilling (contd.) 

 

• 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 the review report on the financial statements of 
Delek Drilling as at March 31, 2020, drew attention to this section. 
 

2. Ithaca 
 
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 
(including its ability to distribute a dividend to its shareholders). 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, and reduce operating and 
production costs in substantial amounts. It is further noted that Ithaca has hedge 
transactions on oil and gas prices for 2020-2022 in a material scope (see Note 8). 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 3, 5, and 8. 
 

3. Delek Israel  
 
As at March 31, 2020, Delek Israel has a working capital deficit of NIS 854 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 1A 
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 recent months, there was a material decrease in the operations of Delek 
Israel. In this context, it should be noted that, as set out in section B3 above, 
subsequent to the balance sheet date, Delek Israel signed agreements to sell 
companies and assets on a significant scale, and, upon their completion, a significant 
decrease is expected in the working capital deficit of Delek Israel. 
 
In addition, it should be noted that subsequent to the balance sheet date, Delek Israel 
has undertaken towards the banks, among other things, that for any distribution to its 
shareholders (including distribution of a dividend), the consent of the banks is required 
in advance. 
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NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES 
 
A. Preparation format of the Consolidated Interim Financial Statements 
 

The Consolidated Interim Financial Statements have been prepared in accordance with 
generally accepted accounting principles for the preparation of interim financial statements 
as prescribed in IAS 34, Interim Financial Reporting and in accordance with the disclosure 
requirements of Chapter D of the Securities Regulations (Periodic and Immediate Reports), 
1970.  
The main accounting policy and calculation methods applied in the preparation of these 
Consolidated Interim Financial Statements are consistent with those applied in the 
preparation of the Annual Financial Statements, except for the following: 
 

B. Initial application of amendments to existing accounting standards 
 

1. Amendments to IFRS 7, IFRS 9, and IAS 39 
 

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").  

 
The Amendment provides temporary reliefs for companies implementing hedge 
accounting based on the IBOR interest rate and affected by the uncertainty arising 
from the expected reform in the interest rate benchmark. 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.  

 
The Amendment had no effect on the Group’s financial statements, since the timing of 
the reform did not affect the hedge transactions of the Group companies.  
 

2. Amendment to 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 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. The Amendment 
further clarifies that a business can also exist without all the inputs and the processes 
required to create outputs. The Amendment introduces an optional test to determine 
whether it is not acquisition of a business, without further testing. 
 
The Amendment will be applied initially for business combinations and asset 
acquisitions for which the acquisition date is from or after January 1, 2020. At this 
stage, the Amendment has not had any effect on the financial statements.  
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NOTE 3 –  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS 
 
A. The Phoenix Holdings Ltd. (“The Phoenix”) 
 

1. As set out in Note 10E(4) to the Annual Financial Statements, on November 3, 2019, 
the transaction was completed and the Company sold 32.5% of the share capital of 
The Phoenix to a company controlled by international private equity funds (“the 
Buyer”) for a consideration of USD 1.57 billion at the time of the transaction. 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 (as described below).  
 
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 1B 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. 
 
Subsequent to the balance sheet date, in June 2020, the Company reached 
agreements with the financial institutions, according to which, among other things, the 
Company will pledge additional collateral in favor of the financial institutions (securities 
and cash amounting to NIS 100 million), and that as long as the debt towards the 
debenture holders is not called for immediate repayment, or the condition for 
repayment in the amendment to the deed of trust does not materialize (as defined in 
Note 10 below), the financial institutions will not demand completion of additional 
collateral, unless one or more of the terms set out in the support documents referring 
to The Phoenix applies, which requires the Company to complete collateral (provide 
additional deposits) in an amount not exceeding NIS 40 million.  
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NOTE 3 –  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONTD.) 
 
A. The Phoenix Holdings Ltd. (“The Phoenix”) (contd.) 
 

2.  The agreement for the sale of The Phoenix shares set out above 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. The adjustments include amounts 
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. 
 
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”). For 
further information, see Note 10E(4) to the Annual Financial Statements. 
 
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 March 31, 2020, the net fair value of these instruments 
amounts to NIS 125 million (as at December 31, 2010, NIS 140 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 0.59%. In addition, the annual 
standard deviation was estimated at 22.2% and the rate of the annual dividend to be 
distributed was estimated at 1.1% of the share value at the end of each quarter, as 
from the first quarter of 2022. 
 

3. Further to Note 10E(2) to the Annual Financial Statements, as at March 31, 2020, the 
Company held 25,000,000 shares of The Phoenix (representing 9.8% of the share 
capital of The Phoenix) in the four swap transactions with banks (“the Swap Shares). 
The investment in the swap shares is accounted for as a financial asset at fair value 
through profit or loss and amounts to NIS 425 million as at March 31, 2020 (as at 
December 31, 2010, NIS 522 million). 
 
Subsequent to the balance sheet date, in April and May 2020, the Company informed 
the banks of early termination of all the swap transactions. The Swap Shares 
(25,000,000 shares) were sold by the banks in off-floor transactions for an amount of 
NIS 413 million. On completion of the transactions, a cash amount of NIS 143 million, 
which was pledged to the banks to secure the transactions, as is standard in this type 
of transaction, was released in favor of the Company.  
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NOTE 3 –  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONTD.) 
 
A. The Phoenix Holdings Ltd. (“The Phoenix”) (contd.) 
 

4. Further to Notes 10E(6) and 10E(9) of the Annual Financial Statements, results of The 
Phoenix’s operations are recognized under profit (loss) from discontinued operations, 
below is financial information for The Phoenix: 

 
a) Group of assets and liabilities relating to the operations of The Phoenix 

classified as held for sale: 
 

 March 31, 2019 

 Unaudited 

 NIS millions 

  

Current assets  

Cash and cash equivalents 1,515 

Performance-based cash and cash equivalents  7,366 

Assets for holders of liability notes, ETNs 

  and other instruments 811 

Short-term investments  1,318 

Short-term investments in insurance companies  5,755 

Insurance premium receivable 867 

Other receivables 429 

Current tax assets 134 

Reinsurance assets 460 

Deferred acquisition costs  602 

 19,257 

  

Non-current assets  

Financial investments of insurance companies 69,059 

Long-term loans, deposits and receivables 194 

Investments in associates 862 

Investment property 3,818 

Reinsurance assets 1,687 

Fixed assets, net  527 

Deferred acquisition costs  1,149 

Structured bonds  297 

Goodwill 935 

Other intangible assets, net  - 

Deferred taxes 29 

 78,557 

  

Total assets 97,814 
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NOTE 3 –  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONTD.) 
 
A. The Phoenix Holdings Ltd. (“The Phoenix”) (contd.) 
 

4. (Contd.): 
 

a) Group of assets and liabilities relating to the operations of The Phoenix 
classified as held for sale (contd.): 

 

 March 31, 2019 

 Unaudited 

 NIS millions 

  

Current liabilities  

Interest bearing loans and borrowings 1,101 

Trade payables 120 

Other payables 2,359 

Liabilities for debentures, ETNs, and other instruments 

 

59 

Current tax liabilities 4 

Liabilities for insurance contracts 5,134 

Dividend to non-controlling interests 138 

 8,915 

Non-current liabilities  

Debentures  3,160 

Structured bonds 275 

Bank loans 510 

Liabilities for employee benefits 60 

Liabilities for insurance contracts 79,090 

Provisions and other liabilities 145 

Deferred taxes 618 

 83,858 

  

Total liabilities 92,773 
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NOTE 3 –  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONTD.) 
 
A. The Phoenix Holdings Ltd. (“The Phoenix”) (contd.) 
 

4. (Contd.): 
 

b) The table below presents information on the results of operations attributable to 
the discontinued operations of The Phoenix: 

 

 
 For the three months 

ended March 31 
 Year ended 

December 
31, 2019   2020  2019  

  Unaudited  Audited 

  NIS millions 

       

Revenue  -  6,029  15,081 

Cost of revenues  -  4,953  12,002 

Gross profit  -  1,076  3,079 

       

Selling expenses  -  440  1,416 

General and administrative 
expenses 

 
- 

 
344  998 

Other revenues (expenses), net  -  9  (2) 

Operating profit  -  301  663 

       

Finance revenues (expenses)  (9)  (27)  116 

Share in earnings of associates   -  47  47 

Income before tax  (9)  321  594 

Taxes on income  -  97  185 

Impairment of the investment   -  (102)  3 

Profit from disposal of The 
Phoenix shares 

 
- 

 
-  66 

Changes in value of the seller’s 
loan and contingent 
considerations 

 

(17) 

 

-  (12) 

       

Profit (loss) from discontinued 
operations of The Phoenix 

 
(26) 

 
122  466 

       

Attributable to:       

Shareholders of the Company  (26)  (5)  230 

Non-controlling interests  -  127  236 

       

  (26)  122  466 
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NOTE 3 –  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONTD.) 
 
A. The Phoenix Holdings Ltd. (“The Phoenix”) (contd.) 
 

4. (Contd.): 
 

c) Composition of net cash flows attributable to the discontinued operations of The 
Phoenix: 

 

 
 For the three months ended 

March 31 
 Year ended 

December 
31, 2019   2019  2018  

  Unaudited  Audited 

  NIS millions 

       

Net cash from operating activities   
(used for operations) 

 
-  2,240 

 
2,404 

Net cash used for investment 
activities  

 -  (145)  
(386) 

Net cash from financing activities 
(used for operations)  

 
-  (167) 

 
294 

  -  1,928  2,312 

Cash received from the sale of the 
investment in The Phoenix 

  

- 

  

- 

 

1,320 

  -  1,928  3,632 

 
B.  As set out in Note 10I to the Annual Financial Statements, in March 2020, the Group sold 

the balance of its investment (20%) in IDE Holdings Ltd. for NIS 169 million. The net profit 
(after the effect of tax) arising for the Company’s shareholders due to the sale amounted to 
NIS 20 million. 

 
C. As set out in Note 10J to the Annual Financial Statements, on March 14, 2020, in view of 

the sharp decline in the value of the participating units of Delek Drilling (see Note 1B), 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 COVID-19 pandemic 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. 
 
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. 
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NOTE 3 –  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONTD.) 
 
C (contd.) 

 
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. 
  
In view of the above, on March 31, 2020, 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 decreased by NIS 313 
million (mainly due to recognition in capital reserve from transactions with non-controlling 
interests).  
 

D. 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 Gas and Oil Ltd. (“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 
received a dividend from Cohen Development in the amount of NIS 9 million, which was 
declared prior to completion of the transaction.  
The Sold Shares were sold to three different buyers in unequal parts, each purchased 
separately. As at March 31, 2020, the balance of the Company's total investment in Cohen 
Development amounted to NIS 312 million. As a result of the transaction, in the second 
quarter of the year, the Company is expected to recognize a loss amounting to NIS 195 
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). For information about the 
impairment assessment as at March 31, 2020, for the assets attributable to the energy 
sector in Israel, including the assets of Cohen Development, see Note 5 below. 
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NOTE 3 –  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONTD.) 
 
E. Subsequent to the balance sheet date, on June 5, 2020, Delek Israel signed an agreement with a 

third party for the sale of all the rights of Delek Israel in Pi Glilot, Limited Partnership (“Pi Glilot”) 
and in the land on which the terminals are operated by Pi Glilot in Haifa, Ashdod, Beersheba, and 
Jerusalem (jointly below: “the Terminals”) for a consideration of NIS 720 million (before deduction 
of specific costs borne by Delek Israel) to be paid to Delek Israel. The rights sold include, among 
other things, the rights of Delek Israel in Pi Glilot, ownership or leasehold rights in the land on 
which the Terminals are operated, the operations of the Terminals, goodwill, knowhow, and rights 
in the existing equipment, facilities, and tanks at the Terminals. Under the memorandum of 
understanding, Pi Glilot will continue to supply Delek Israel with the services it supplies at the 
Ashdod, Beersheba, and Haifa terminals for a period of ten years, under the same terms and at 
the same level of service as currently provided, with an option for an additional five years subject 
to the minimum revenue at each Terminal, as set out in the memorandum of understanding. It 
was further determined that Pi Glilot will continue to supply Delek Israel with the services it 
provides at the Jerusalem terminal for a period of two years. An amount of NIS 100 million of the 
consideration was paid in advance and the balance will be paid at the closing date of the 
transaction, which was set for July 5, 2020. The transaction is subject to contingent conditions, 
including, among other things, the receipt of all the regulatory approvals required for the transfer 
of rights from Delek Israel to the Buyer and all the other approvals required by law. In the 
reporting period, based on the transaction price, Delek Israel recognized a provision for goodwill 
impairment attributable to the operations of Pi Glilot in the amount of NIS 70 million (NIS 45 million 
after the tax effect). 

 
F. Subsequent to the balance sheet date, in June 2020, Delek Israel signed a memorandum of 

understanding for the sale of 100% of the shares of IPP Ashkelon Ltd. and IPP Sorek Ltd. (which 
operate the Ashkelon and Sorek power plants) for a total consideration of NIS 367 million. Under 
the memorandum of understanding, the consideration will be paid in two installments, with the first 
amount of NIS 307.5 million to be paid on the completion date and the balance of NIS 60 million 
to be paid at one year after the completion date (“the Deferred Consideration”). The Deferred 
Consideration will bear annual interest at a rate of 2% and will be linked to the CPI. Payment of 
the Deferred Consideration will be secured by a lien on a certain amount of the sold shares equal 
to the ratio between the Deferred Consideration and the total consideration. On the date the 
detailed agreement is signed, the buyer will pay Delek Israel an advance payment of NIS 10 
million, which will be deposited in escrow and will be paid to Delek Israel on the completion date, 
as part of the total consideration. Completion of the transaction is subject to preconditions, 
including regulatory approvals (including from the Electricity Authority, the Water Desalination 
Administration (WDA), and the Competition Authority), the consent of the financing entities of the 
company holding the Sorek power plant, and the consent of other third parties, including the fact 
that the Buyer will take the place of Delek Israel or the Company in respect of the guarantees 
provided by them. In view of the COVID-19 Crisis and the increased risk in the economy and the 
concern of a decrease in production prices of the electricity sold by the power plants, and in view 
of the aforesaid memorandum of understanding, Delek Israel assessed the fair value of the power 
plants based on an independent external valuation. The valuation results are an approximation of 
the price derived from the power plants as set out in the memorandum of understanding. 
Consequently, in the reporting period, Delek Israel recognized a provision of NIS 174 million for 
impairment of the power plants.  

 
G. In the reporting period, due to the outbreak of the COVID-19 Crisis, Delek Israel reassessed the 

recoverable amount of the gas stations, which have a carrying amount of NIS 898 million 
(taking into account the working capital attributable to the gas stations). The recoverable 
amount is determined by an independent external valuator using a discount rate (before tax) of 
12.1% and an average growth rate in gross profit from fuel sales in 2022-2026 at a rate of 1.4% 
annually (in 2021, return to the pre-Covid-19 level of operations), and then as from 2027, an 
average decrease in gross profit from fuel sales of 3.8% annually. In accordance with the 
assessment, the recoverable amount exceeded the carrying amount, therefore a provision for 
impairment was not required. 
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NOTE 3 –  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONTD.) 

 
H.  For information about the impairment assessment of oil and gas assets and goodwill 

attributable to the sector of oil and gas assets in the North Sea and the sector of oil and 
gas assets in Israel and its surroundings, see Note 5 below. 

 
 

 
NOTE 4 – INVESTMENT PROPERTY 

 
As set out in Note 11C to the Annual Financial Statements, in March 2020, an agreement was 
signed between the Company and a third party whereby all of the Company's ownership rights 
to land in Haifa Bay, on which the third party’s plant is located and which was leased to the third 
party for 20 years, were sold for an amount of NIS 33 million. 

 
 

 
NOTE 5 – INVESTMENTS IN OIL AND GAS EXPLORAITON 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. 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. 
 
The main changes in the reporting period in these activities appear below: 
 
A. Further to Notes 1A and 1B regarding the spread of COVID-19 and its possible effect on 

the Group's business, the Group assessed the recoverable amount of its oil and gas assets 
in Israel and the surroundings (separately or as a group of assets constituting a single 
cash-generating unit, as the case may be). The assessment of the recoverable amount 
was based on an estimated present value and sensitivity analyses of the expected cash 
flows from the Group's oil and gas assets. The assessment was performed by an outside 
independent valuator who estimated the recoverable amount as at March 31, 2020 through 
the discounted cash flow, based on the projected cash flow from P2 reserves (proved 
reserves + probable reserves) from the Tamar reservoir as at December 31, 2019 and 
based on the projected cash flow from 2P + 2C reserves (best estimate contingent 
resources including 2P reserves) from the Leviathan reservoir as at December 31, 2019, 
published by the Company on January 10, 2020 and January 13, 2020, respectively (“the 
Cash Flow Forecasts”), with application of the adjustments to the data and assumptions 
used in the Cash Flow Forecasts.  
 
The main adjustments included, among other things: 
 
1. An updated forecast of the price of oil and gas, partially due to: (i) An update to the 

Brent oil price forecast based on the average of the Brent oil price forecasts of third 
parties, including the World Bank, the US Department of Energy, and the consulting 
company IHS Global Insight, which was published shortly before the reporting date, 
for 2020-2030, and there increase at a rate of 2% per year as from 2030; (ii) the 
updated forecast for the energy production price, based, among other things, on the 
NIS-USD exchange rate and on the fuel price forecast based on the gas price for the 
IEC; (iii) the updated forecast for natural gas demand in the local market, based on the 
forecast for the demand of a third party for natural gas in the local market. 
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NOTE 5 – INVESTMENTS IN OIL AND GAS EXPLORAITON AND PRODUCTION 
 
A. (contd.) 
 

2. Reduction of annual sales quantities as described below, based on: 

• The updated demand forecast in the local market shortly before the assessment 
date  

• Reduction of sales quantities in the Dolphinus agreements (see Note 12K(1)(d) 
and Note12K(2)(e) to the Annual Financial Statements) to 50% of the annual 
contractual quantities in years in which the average daily Brent price is less than 
USD 50 per barrel 

3. Adjustment of depreciation expenses for tax purposes to be used by a potential buyer 

4. Use of the weighted average cost of capital (WACC) (after tax) of 10.2% in the Tamar 
reservoir and 8.45% in the royalties attributable to Cohen Development. 

5. Use of the weighted average cost of capital (WACC) (after tax) of 11.2% in the Tamar 
reservoir and 9.45% in the royalties attributable to the Company, Delek Energy, and 
Cohen Development. 

The aggregate fair value of oil and gas assets in the Tamar project (22%), including the 
value of the royalties attributable to Cohen Development, less realization costs, is 
estimated at USD 1,342 million (NIS 4,784 million) and is lower than the carrying amount of 
the assets as at March 31 2020, which amounted to USD 1,358 million (NIS 4,841 million)) 
(investments in oil and gas assets less liabilities for disposal and other long-term assets 
related to the project). Accordingly, there was impairment amounting to USD 16 million 
(NIS 57 million) in the assets, fully attributable to non-controlling interests. 

 
The aggregate value in use of a unit that includes oil and gas assets in the Leviathan 
project (45.34%) and Cyprus, including the value in use of overriding royalties attributable 
to the Company, Delek Energy, and Cohen Development, amounted to USD 4,254 million 
(NIS 15,165 million) and is higher than the carrying amount of the assets, which amounted 
to USD 3,787 million (NIS 13,501 million) - investments in oil and gas assets less liabilities 
for disposal and other long-term assets related to the project), as at March 31 2020. 
Accordingly, the recoverable amount is higher than the balance of the investment in the 
Group’s books and, therefore, there was no impairment of assets.  

 
B. As at March 31, 2020, goodwill attributable to oil and gas exploration and production in 

Israel and its surroundings amounted to NIS 421 million (as at December 31, 2019, NIS 
455 million). Goodwill arose on acquisition of the shares of Cohen Development in 
December 2011 and gain of control in Avner Oil Exploration - Limited Partnership. In 
accordance with the valuation as set out in section A above, the value in use of the 
operating segment significantly exceeds the carrying amount, therefore no provision is 
required for goodwill impairment. 

 
C. Further to Note 12D(3) to the Annual Financial Statements regarding the gradual increase 

in production capacity from the Leviathan project to up to 1,200 MMCF/d by means of the 
running-in and operation of the turbo expanders, it should be noted that Noble Energy 
Mediterranean Ltd. ("Noble"), the operator in the Leviathan project, estimates that the 
production capacity from the Leviathan project is expected to reach 1,200 MMCF, after 
operation of the turbo expanders in the third quarter of 2020. In this context, it should be 
noted that on May 31, 2020, Noble received an order from the Commissioner of Petroleum 
Affairs to suspend operation of the turbo expanders until the Ministry of Energy and its 
advisors complete the assessment of the platform systems. The operator believes that the 
assessment will be completed in the coming weeks. 

 
D. The operator of the Leviathan project believes that construction of the condensate storage 

system at the Hagit site will be completed in the third quarter of 2020. 
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NOTE 5 – INVESTMENTS IN OIL AND GAS EXPLORAITON AND PRODUCTION 
 
E. Further to Note 12K(1)(c)(2) to the Annual Financial Statements regarding the 

amendments that were proposed by the Partnership and some of the Tamar partners to 
Israel Electric Corporation Ltd. (“the IEC”) in 2019, subsequent to the balance sheet date, 
on April 13, 2020, 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 (“the Regulators”) announced, among other things, that the Tamar partners were 
given a short period to amend the arrangements between them so as to ensure that the 
Partnership, Noble, and Isramco Negev 2 Limited Partnership do not hold a right to veto 
decisions on the marketing of natural gas from the Tamar reservoir. On May 27, 2020, the 
partners in the Tamar project submitted agreed principles for joint marketing from the 
Tamar reservoir (“the Marketing Arrangement”) for the approval of the Regulators, 
according to which the partners in the Tamar reservoir will continue the joint marketing of 
natural gas from the Tamar reservoir. The Marketing Arrangement includes various 
arrangements and mechanisms to ensure the rights of the parties and to improve the 
competitive position of the Tamar reservoir in the marketing of natural gas to customers in 
the local market. These arrangements and mechanisms establish, among other things, the 
method and parameters for negotiating with customers in the local market for certain 
commercial matters relating to price, price linkage, and take or pay levels that are standard 
in the local market, without the participation of the partners in the reservoir that hold other 
oil-producing assets, as well as the parameters and conditions for agreements with 
customers in the local market in agreements for the sale of natural gas. 

 
The partners in the Tamar reservoir also informed the Regulators that they have reached 
understandings in principle between themselves and with the Leviathan partners for the 
disputed issues regarding the agreements for the sale of natural gas to the IEC, and that 
advanced discussions are being held with the IEC regarding implementation of the 
understandings. 
As of the approval date of the financial statements, the draft principles have not yet been 
approved by the Regulators and discussions have not yet been concluded with the IEC 
regarding the implementation of these understandings. Accordingly, there is no certainty 
that the draft principles will be accepted by the Regulators and that the understandings will 
be consolidated into a binding agreement. 

 
F. In March 2020, the Ministry of Finance released, for public comment, draft regulations on 

advance payment for oil profit tax, which includes, among other things, payment of taxes 
from any lease with commercial production, unless the tax assessor is convinced that there 
will be no liability in the tax year. As at the approval date of the financial statements, the 
final regulations have not yet been published.  

 
G. As set out in Note 12L(6) to the Annual Financial Statements, on February 9, 2020, the 

Ministry of Energy released, for public comment, draft 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. Subsequent to the balance sheet date, in May 2020, 
representatives of the Ministry of Energy, the Leviathan partners, and the Tamar partners 
discussed the comments on the draft directives that were submitted by the partners. In 
June 2020, the Natural Resources Administration at the Ministry of Energy published the 
final version of the directives. The directives further state that the Commissioner will 
determine for each leaseholder, from time to time, individual instructions for each lease, 
specifying the deductible expenses for calculating the royalty, based on the specific 
aspects of the lease. As at the approval date of the financial statements, the individual 
instructions have not yet been submitted. 
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NOTE 5 – INVESTMENTS IN OIL AND GAS EXPLORAITON AND PRODUCTION 
 
H. Rights in the I/17 Karish and I/16 Tanin leases 
 

1. Further to Note 12G to the Annual Financial Statements regarding the agreement for 
the sale of rights in the I/17 Karish and I/16 Tanin leases(jointly: “the Leases”), in April 
2020, Energean released an update on the resources attributable to the Karish North 
reservoir in the area of the 1/17 Karish lease, according to which the Karish North well 
has best estimate natural gas resources of 33.7 BCM and 39.4 million barrels of 
hydrocarbons.  
 
In this context, it should be noted that subsequent to the balance sheet date, in April 
2020, Energean and the Partnership exchanged letters about the Partnership’s rights 
to royalties from the Leases. According to Energean, among other things, its obligation 
to pay royalties does not apply to hydrocarbons from the Karish North reservoir, and, 
in addition, not all the liquid hydrocarbons that will be produced from the Leviathan 
lease meet the definition of condensate under the agreement for the sale of the 
Partnership’s rights in the Leases. The Group's position, based on the opinion of its 
advisors, is that under the agreement for the sale of the Partnership’s rights in the 
leases, the royalty documents, and the registration in the Oil Register, Energean's 
obligation to pay royalties applies to natural gas and condensate produced from the 
leases, including the Karish North reservoir, and that all the liquid hydrocarbons that 
will be produced from the leases constitute condensate as defined in the agreement.  

 

The section on financing income in the reporting period includes an amount of NIS 22 
million, arising from revaluation of the royalty from the leases. The revaluation is 
mainly due to the net effect of changes in the discount rate, update of contingent 
resources and liquid hydrocarbons and the revised price forecast, and postponement 
of production from the Karish lease to the first quarter of 2022. 
 
In the reporting period, the total effect on the profit attributable to the Company’s 
shareholders after income taxes amounted to a profit (appreciation) of NIS 18 million. 
 
Below are the main parameters of the valuations used to measure the Royalties and 
the receivables: The capitalization rate for the receivables is estimated at 7.5%; the 
capitalization rate for the royalty component is estimated at 12%; the total contingent 
resources of natural gas and hydrocarbon liquids used for the valuation to measure 
the royalties were estimated at 98.5 BCM and 82 MMbbl, respectively, and the 
production rate forecast. 
 

2. Subsequent to the balance sheet date, on May 25, 2020, the Company and Delek 
Energy Systems Ltd. (“Delek Energy”) signed an agreement with a third party (“the 
Buyer”) for the sale of all the rights of the Company and Delek Energy to overriding 
royalties for the rights in the Leases (not including the royalty rights of the Partnership 
and Cohen Development), for a consideration of NIS 318 million, to be paid in cash to 
the sellers at the registration date of the overriding royalty rights in the Oil Register in 
the name of the Buyer. The consideration will be distributed between the Company 
and Delek Energy in accordance with their holding of the right to overriding royalties 
(25%, the Company; 75%, Delek Energy). Shortly before signing the agreement, the 
Buyer deposited an amount of NIS 50 million in a joint trust account of the parties. The 
funds of the deposit will be used for part of the consideration to be transferred in cash 
to the Company and Delek Energy on completion of the transaction. Under the law, 
the transaction is subject to approval from the Commissioner of Petroleum Affairs at 
the Ministry of Energy. It should be noted that the carrying amount of the sold rights, 
based on the valuation described in section 1 above, amounted to NIS 365 million as 
at March 31, 2020. Accordingly, at the completion date of the transaction, the Group is 
expected to recognize a loss (after the tax effect) of NIS 39 million.  
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NOTE 5 – INVESTMENTS IN OIL AND GAS EXPLORAITON AND PRODUCTION 
 
I. Subsequent to the balance sheet date, on May 2, 2020, the Partnership, Noble, Delek 

Group, and Ratio signed an agreement for the supply of natural gas (“the Agreement"), 
according to which customers that signed earlier agreements with each of the Yam Tethys 
partners will be supplied gas from the Leviathan reservoir. Accordingly, the Yam Tethys 
partners that are Leviathan partners (the Partnership and Noble) take from their gas 
(according to the share of their holdings in Yam Tethys), while the balance of gas to be 
supplied by each of the Yam Tethys partners will be purchased from Ratio in accordance 
with the consideration set out in the Agreement, which is the average monthly price set out 
in the agreements signed between the Leviathan partners and their customers in the local 
market.  

 
J. Subsequent to the balance sheet date, on June 14, 2020, the Partnership announced its 

intention to carry out, on July 15, 2020, partial early repayment of the third series of the Tel 
Bond debentures amounting to USD 240 million (“the Amount of the Principle”), with the 
original repayment date on December 30, 2020. The amount of the early repayment 
includes the Amount of the Principal, plus accrued interest amounting to USD 0.4 million 
and plus an early repayment fee, estimated at USD 1.4 million as at the date of the 
announcement. It is noted that the amount of the Early Repayment Fee is lower than the 
interest, which the issuer of the debentures, Delek And Avner (Tamar Bond) Ltd., would 
have paid if the third series of the Tel Bond debentures had been repaid at its original date. 

 
K. The operator in the Tamar and Leviathan projects informed the Partnership that installation 

of the compressor at the EAPC site in Ashkelon had been completed, a permit had been 
obtained for the flow of natural gas, and the running-in of the compressors had 
commenced, which is expected to increase flow capacity in the EMG pipeline, through the 
existing INGL transmission infrastructure, to 450,000 MMBtu/d (4.5 BCM per year).  

 
L. Refinancing of loans in the Partnership 

 
Further to Note 12J(4) to the Annual Financial Statements, regarding the assessment of 
various options for refinancing the loans provided to the Partnership, it should be noted that 
the Partnership has approached several international rating companies for an indicative 
rating for the issue of debentures to classified investors abroad and in Israel, amounting to 
at least USD 2.5 billion, which will be secured by the assets of the Leviathan project, 
according to a number of scenarios that were presented to the rating companies. 
According to the results of the assessment, as submitted to the Partnership, the indicative 
rating of these debentures, in the leading scenarios, is in the BB rating group (on an 
international rating scale). It should be emphasized that to obtain a complete and final 
rating for the actual issuance of the debentures, a full rating procedure is required, which 
includes, among other things, additional testing by the rating companies. Therefore, it is 
clarified that if the Partnership decides to carry out the issuance, there is no certainty that it 
will be possible to receive the rating or any other rating for the debentures. 

 
M. Further to Note 12N(3) to the Annual Financial Statements, regarding financing of export 

projects through the Israeli transmission system and distribution of construction costs of the 
combined Ashdod-Ashkelon segment, it should be noted that subsequent to the balance 
sheet date, on June 23, 2020, the Director General of the Natural Gas Authority announced 
that it had set the estimated cost of the segment at a total of NIS 738 million (of which part 
of the Partnership’s share is estimated at NIS 159 million), and it will be adjusted in 
accordance with an update and accounting mechanism between the parties, which will be 
incorporated into the transmission agreement and submitted for approval. Accordingly, the 
Partnership is required to provide a guarantee of USD 40 million. 
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NOTE 5 – INVESTMENTS IN OIL AND GAS EXPLORAITON AND PRODUCTION 
 
N. 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%). 

 
O. Further to Note 1A above regarding the spread of COVID-19 and the possible effect on 

Ithaca’s business, including regarding the decrease in oil prices, in the reporting period, the 
Group assessed the recoverable amount of oil and gas assets in the North Sea area. As a 
result of the assessment, the Group recognized a provision for impairment of oil and gas 
assets in the North Sea region in the amount of USD 751 million (NIS 2.6 billion) (after the 
effect of tax - USD 451 million (NIS 1.6 billion)). The recoverable amount was determined 
as the fair value of each cash-generating unit, net of selling costs.  
In addition, the Company, through an independent outside valuator, examined the 
impairment of goodwill attributable to the item "Oil and gas development and production in 
the North Sea" in its entirety. The recoverable amount of the unit was calculated as the fair 
value of the investment in oil and gas production operations in the North Sea, net of selling 
costs, and it is estimated as at March 31, 2020 in the amount of USD 1,200 million. As a 
result of the assessment, the Group recognized a provision for impairment of goodwill 
attributable to these operations in the amount of USD 216 million (NIS 770 million). 
The valuations were performed by an independent outside valuator using the cash flow 
discounting method, based on a discount rate after tax of 10.5%, future Brent oil prices of 
USD 35 per barrel in 2020, USD 45 per barrel in 2021, and reaching USD 68 a barrel in 
2024, and future gas prices of 24 penny per thermal unit in 2020, 33 penny per thermal unit 
in 2021, and reaching 43 penny per thermal unit in 2024. 
 
According to a sensitivity analysis that was conducted, a decrease of 10% in the oil and 
gas prices compared to those brought into account will lead to a further impairment (net of 
tax) of USD 350 million. It should also be noted that an increase of 1% in the discount rate 
will lead to a further impairment (net of tax) of USD 100 million. 

 

 

NOTE 6 –  CONTINGENT LIABILITIES  

 
There are contingent claims against the Company and certain investees for significant sums, 
including certification for class actions that might reach hundreds or 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, as set out below (see Note 24A to the Annual Financial 
Statements). 

 
A. Several lawsuits have been filed against Delek Israel, its investees and others, including 

motions for certification of class actions, amounting to significant sums (for further 
information see also Note 24A(1) to the Annual Financial Statements). 
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NOTE 6 –  CONTINGENT LIABILITIES (CONTD.) 

 
B. Further to Note 24A(2)(5) to the Annual Financial Statements regarding the appeal filed by 

some of the Tamar Partners (“the Appellants”) with the Supreme Court against the Tel Aviv 
District Court judgment, which dismissed the administrative petition filed against the IEC 
and the Leviathan partners, regarding the selection of the Leviathan partners as the winner 
of the competitive process for the supply of natural gas to the IEC (“the Appeal”), it should 
be noted that on April 23, 2020, the IEC and the Leviathan partners filed a summary of 
their arguments, according to which the appeal should be dismissed, first and foremost, 
because in the documents of the competitive process, the IEC reserved its right to consider 
the overall advantages in each proposal, over and above the price. On May 7, 2020, the 
Appellants filed their summary of response. On May 21, 2020, a hearing was held on the 
appeal, in which the parties notified the court that advanced negotiations were for a 
settlement were underway, and, at the request of the parties, the court decided on an 
extension for the purpose of reaching an agreement, and ruled that if the parties fail to 
reach an agreement, a judgement will be handed down. 

 
C. Further to Note 24A2(8) to the Annual Financial Statements, regarding the claim and the 

motion for certification of a class action filed at the Tel-Aviv District Court by a consumer of 
the 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), regarding 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. It should be noted that the Partnership is required to file its 
response to the Motion for Certification by September 24, 2020. The pre-trial hearing was 
scheduled for February 3, 2021.  
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. 

 
D. Further to Note 24D(3), subsequent to the balance sheet date, on May 12, 2020, the 

supervisors filed an urgent motion for temporary relief (and a motion for a second review) 
("the Second Motion for an Injunction"). In accordance with the Second Motion for an 
Injunction, the court was petitioned to order the Partnership and the general partner to 
refrain from transferring to the royalty holders, including the Company, the overriding 
royalty in the Tamar lease at the increased rate, or alternatively to order them to transfer 
the overriding royalty at the increased rate to an escrow account owned by the Partnership, 
at least until the ruling on the main claim. Alternatively, the court was petitioned to hand 
down a temporary injunction or an additional or different injunction at the court's discretion, 
to ensure the possibility of collecting the overriding royalties, if a judgment is handed down 
that they overpaid. According to the supervisors, the motion was filed due to the extreme 
and dramatic change in circumstances that brought the holder of the royalty to the verge of 
insolvency (as they allege). The court was further petitioned to schedule an urgent hearing 
of the motion. 
On May 19, 2020, a response (objection) to the Second Motion for an Injunction was filed 
on behalf of the royalty holders, alleging that the mere filing of the motion is a breach of the 
supervisors’ obligation under the arrangement between the parties, according to which it 
was agreed that the plaintiffs cannot renew the motion for a temporary injunction or file 
similar motions. It was further alleged that the motion for a temporary injunction should be 
dismissed because the entire disputed amount was already paid to the royalty holder more 
than one year ago. The supervisors' claims regarding Delek Energy's financial situation 
were also dismissed, and on the other hand, it was claimed that Delek Energy is financially 
sound and holds assets. 
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NOTE 6 –  CONTINGENT LIABILITIES (CONTD.) 

 
D. (contd.) 

 
On June 23, 2020, the supervisors submitted a motion and a notice by consent to the Tel 
Aviv-Jaffa District Court (Economic Department), claiming that following negotiations with 
the Company, Delek Energy, and Delek Royalties (2012) Ltd., an agreement was reached 
whereby at this time, there is no need to decide on the matters of dispute between the 
parties to the motion and the court was petitioned to order the cancellation of the hearing 
that was scheduled without awarding any expenses to any of the parties. 
The court approved the notice of consent, cancelled the scheduled hearing, and ordered 
the parties to state, within ten days, whether they had reached an agreement and how they 
seek to proceed with the hearing in the main proceeding. 
 

E. Further to Note 24A2(11) to the Annual Financial Statement, regarding a claim and motion 
for its certification as a class action, which was filed 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, Delek Drilling Management (1993) Ltd. ("the General Partner"), the Company, 
Yitzhak Sharon (Tshuva), 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 It should be noted 
that, in accordance with the court ruling of June 23, 2020, the respondents are required to 
file a reply to the Motion for Certification by October 1, 2020, and the Applicant is required 
to file a response to the reply two months later. 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. 

 

F. Further to Note 24A3(5) to the Annual Financial Statements, regarding a claim and motion 
for its certification as a class action against the Company, all members of the Company's 
board of directors, and the Company’s present and former CEO (“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. 
 
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 6 –  CONTINGENT LIABILITIES (CONTD.) 

 
G.  Further to Note 24A3(5) to the Annual Financial Statements, regarding a claim and motion 

for its certification as a class action against the Company, all members of the Company's 
board of directors, and the Company’s present and former 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. 
 
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. 

 
H. Further to Note 24A3(6) to the Annual Financial Statements, subsequent to the balance 

sheet date, 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 motion is directed at the Company, the Company's auditors, members of the 
committee for reviewing the Company's financial statements in the relevant period, 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. 
 
In accordance with the court ruling of June 23, 2020, the respondents are required to file 
their replies to the motion for certification by September 10, 2020, and the Applicant is 
required to file a response to the replies by November 10, 2020. 
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. 
  



Delek Group Ltd. 

 

Notes to the Consolidated Interim Financial Statements 

 

 

- 41 - 

NOTE 6 –  CONTINGENT LIABILITIES (CONTD.) 

 
I. Further to Note 24A4(4) to the Annual Financial Statements, 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, 
these materials are continuing to pollute the soil at the Site while spilling over into the 
environment, damaging the groundwater, seawater, and nature.  
 
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. 
 
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 6 –  CONTINGENT LIABILITIES (CONTD.) 

 
J. Subsequent to the balance sheet date, on May 18, 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 motion is directed at the Company, the members of the Company’s 
board of directors, CEO, Deputy CEO, and CFO. As arises from the motion, the applicant's 
principal allegations refer to misleading information and(alleged) non-disclosure of material 
details about the Company’s affairs and its financial situation in connection with the cash 
flow forecast published by the Company on March 8, 2020. The applicant claims that the 
damage incurred by him and the class he seeks to represent is the difference in the price 
of securities between their purchase price and their selling price or the price at which they 
will be sold. 
 
The class defined in the motion is anyone who purchased the Company's debentures 
between March 8, 2020 (the publication date of the cash flow forecast report) and March 
12, 2020, provided that their individual selling price is lower than the purchase price, or that 
the consideration received for the debentures was lower than the purchase price. 
According to the applicant of the motion, the damage for each class member will be 
calculated according to the actual figures for which details will be requested as part of the 
proceedings. The applicant claims that based on his calculation, the damage is NIS 80 
million and the applicant reserves the right to amend the amount of the claim, also taking 
into account the figures that will be received. At this stage, the respondents are required to 
file a reply to the motion for certification by September 13, 2020 and the applicant is 
required to file a response to the reply no later than 30 days thereafter. The Company 
believes, based on the opinion of its legal counsel, that in view of the preliminary stage of 
the proceeding, as set out above, the chances of the claim cannot be assessed. 

 
 

 
NOTE 7 – CAPITAL 

 
A. Subsequent to the balance sheet date, on May 17, 2020, the Company completed an issue 

of capital, under which 1,371,350 ordinary shares of the Company, 329,124 options (Series 
7), and 329,124 options (Series 8) were allocated. 
Each option (Series 7) and option (Series 8) is exercisable for one ordinary share of the 
Company in consideration for an exercise surcharge of NIS 100. Each option (Series 7) is 
exercisable until July 15, 2020 and each option (Series 8) is exercisable until December 
31, 2020. 
The immediate consideration (before offering expenses) received by the Company for the 
offering amounts to NIS 137 million. 

 
B. Further to Note 26B to the Annual Financial Statements, in the reporting period, Delek 

Financial Investments (2012) – Limited Partnership (“the Subsidiary Partnership”) acquired 
135,662 shares of the Company for a consideration of NIS 60 million. Following the sale, 
the Subsidiary Partnership holds 586,422 shares of the Group.  

 

 

 

NOTE 8 – FINANCIAL INSTRUMENTS 

 
Main changes in the Group's financial instruments and its exposure to market risks in the 
reporting period: 

 
A. Subsequent to the balance sheet date, on May 13, 2020, the Company sold all its holdings 

in the shares of Mehadrin Ltd. (“Mehadrin”), representing 18.55% of the share capital of 
Mehadrin, in an off-floor transaction at a share price of NIS 119.68 and for a total 
consideration of NIS 73.8 million received by the Company. 
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NOTE 8 – FINANCIAL INSTRUMENTS (CONTD.) 

 
B. Fair value  
 

Balance in the financial statements and fair value of the debentures issued by the Group: 
 

  Carrying amount  Fair value 

  March 31 December 31  March 31 December 31 
  2020  2019  2020  2019 

  Unaudited  Audited  Unaudited  Audited 

  NIS millions 

         

Debentures  12,653  12,758  7,017  12,920 
         
 
The fair value of most of the debentures is classified to level 1 in the fair value hierarchy. 
 

C. Price risk  
 

(1)  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 March 31, 2020:  
 

− Transactions on the price of oil 
 

 
Period 

Quantity 
(K barrels of oil) 

Average exercise price 
(USD/barrel) 

Put April 2020 to December 2021 9,738 62 

Swap April 2020 to December 2022 8,704 58 

 

− Transactions on the price of gas 
 

 Period 
Quantity 
(ktherms)  

Average exercise price 
(penny per thermal unit) 

Put April 2020 to December 2021 208,075 51 

Swap April 2020 to June 2022 283,100 49 
    

 
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 

 
The transactions are accounted for as hedge accounting. As at March 31, 2020, the net 
fair value of the hedge transactions reflect an asset of USD 528 million (NIS 1.9 billion).  
 
On the background of falling oil prices, in the reporting period and subsequent to the 
balance sheet date, Ithaca exercised some of the hedging transactions, replacing them 
with hedging transactions that reflect the updated forecast for the price of oil. The total net 
consideration received by Ithaca from the transactions amounted to USD 156 million.  
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NOTE 8 – FINANCIAL INSTRUMENTS (CONTD.) 
 
C. Price risk (contd.) 
 

(1)  Risk associated with commodity prices (contd.) 
 

Open transactions as at March 31, 2020, adjusted to the changes made subsequent 
to the balance sheet date, as set out above: 
 

− Transactions on the price of oil 
 

 

Period 
Quantity 

(K barrels of oil) 

Average exercise 
price 

(USD/barrel) 

Put April 2020 to December 2021 7,338 62 

Swap April 2020 to December 2022 11,095 47 

 

− Transactions on the price of gas 
 

 

Period 
Quantity 
(ktherms)  

Average exercise 
price 

(penny per thermal 
unit) 

Put April 2020 to December 2021 208,075 51 

Swap April 2020 to June 2022 283,100 49 

 
(2)  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: 
 

  Effect on earnings (loss)   
Effect on other 

comprehensive income  

  March 31, 2020  March 31, 2020 

  Unaudited 

  

Price 
increase of 

10% 

 Price 
decrease of 

10%  

Price 
increase of 

10%  

Price 
decrease of 

10% 

Risk factor  NIS millions 

         

Price of securities  55  (55)  10  (10) 

 

  Effect on earnings (loss)   
Effect on other 

comprehensive income  

  December 31, 2019  December 31, 2019 

  Audited 

  

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) 
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NOTE 8 – FINANCIAL INSTRUMENTS (CONTD.) 
 
C. Price risk (contd.) 
 

(3)  Sensitivity analysis of the value of the contingent consideration 
 
(a)  Sensitivity analysis of the value of contingent consideration for the sale of rights 

in the Karish and Tanin leases by the Group companies and the Partnership (as 
set out in Note 12H above), to changes in the price of natural gas. 
 

 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 

 Balance as at March 31, 2020 

 Unaudited 

     

Amounts receivable for sales 
of oil and gas assets  144 83 (73) (157) 
     

 
(b) Sensitivity analysis of the value of contingent consideration for the sale of rights 

in the Karish and Tanin leases by the Group’s companies and the Partnership 
(as set out in Note 12H above) to changes in the discount rate 

 

 Profit (loss) from change in discounting interest 

 NIS millions 

 1.5% 0.5% - 0.5% - 1.5% 

 Balance as at March 31, 2020 

 Unaudited 

     

Amounts receivable for sales 
of oil and gas assets  (118) (44) 46 137 
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NOTE 9 – 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 oil and gas 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. 

 

− Others: Other sectors, including mainly the Group's operations in the construction and 
operation of power plants for power generation and desalination up to the date of the 
sale of the investment in IDE, which coordinates this operation, as set out in Note 3B 
above. For information about the agreement for the sale of power plants, see Note 3F 
above. 

 
It should be noted in view of the sale of the Company’s investment in Delek Automotive 
and in The Phoenix in 2019, and presentation of their operating results under income from 
discontinued operations, Delek Automotive and The Phoenix were not presented as 
reportable segments in the comparative figures.  
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NOTE 9 – OPERATING SEGMENTS (CONTD.) 
 

B. Segment reporting 
 

1)  Revenue 

 

  
Three months ended  

March 31  
Year ended 

December 31 

  2020  2019  2019 

  Unaudited  Audited 

  NIS millions 
       
Revenue from external sources        

Oil and gas exploration and production in 
Israel and its surroundings *)  674  358  1,332 

Development and production of oil and gas 
assets in the North Sea  1,219  392  2,062 

Fuel in Israel   960  1,119  4,912 

Other segments  116  127  551 

Inter-segment *)  (17)  (11)  (63) 

Adjustments  1  -  3 

       

Total in statement of income  2,953  1,985  8,797 
       

*)  Inter-segment sales are mainly for the sale of natural gas to other segments. 

 
2)  Segment results  

 

  
Three months ended 

March 31  
Year ended 

December 31 

  2020  2019  2019 

  Unaudited  Audited 

  NIS millions 

       

Oil and gas exploration and production in Israel 
and its surroundings   407  104  649 

Development and production of oil and gas 
assets in the North Sea  (3,089)  163  (104) 

Fuel in Israel   (136)  27  164 

Other segments  (159)  178  89 

Adjustments *)  (16)  (17)  (55) 

       

Operating profit  (2,993)  455  743 
       
*)  Mainly administrative and general expenses attributable to the Staff Companies 
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NOTE 9 – OPERATING SEGMENTS (CONTD.) 
 
B. Segment reporting (contd.) 
 

3)  Contribution to net profit from continuing operations attributable to the shareholders of 
the Company 

 

  
Three months ended 

March 31  
Year ended 

December 31 

  2020  2019  2019 

  Unaudited  Audited 

  NIS millions 

       
Oil and gas exploration and production in Israel 
and its surroundings   158  104  476 
Development and production of oil and gas 
assets in the North Sea  (2,354)  57  (128) 
Fuel in Israel  (111)  9  91 
Other segments   (171)  160  17 
Adjustments *)  (262)  (35)  (371) 

       

Profit from continuing operations attributable to 
equity holders of the Company  (2,740)  295  85 
       

*)  Mainly administrative and general expenses, financing, and taxes attributable to 
headquarter companies 

 
 

 
 

NOTE 10 – AGREEMENTS WITH DEBENTURE HOLDERS AND BANKS AND OTHER 
INSTITUTIONS  

 
Further to Note 1B, in June 2020, the Company entered into agreements with its various 
financial creditors as follows:  

 
1. Amendments to the deeds of trust between the Company and the debenture holders of the 

various series  
 
On June 17, 2020, the general meeting of the holders of the various series of the 
Company’s debentures approved the amended deed of trust of each of the Company’s 
debenture series, including (among others), the following provisions: 
 
A. Raising capital: The Company’s commitment to raise capital in an aggregate amount 

of NIS 500 million by April 8, 2021, in accordance with the following milestones: By 
July 31, 2020, raising of NIS 300 million (of this amount, the Company raised NIS 137 
million in May 2020), by December 15, 2020, raising of NIS 150 million, and by April 8, 
2021, raising of NIS 50 million. 

 
  



Delek Group Ltd. 

 

Notes to the Consolidated Interim Financial Statements 

 

 

- 49 - 

NOTE 10 – AGREEMENTS WITH DEBENTURE HOLDERS AND BANKS AND OTHER 
INSTITUTIONS (CONTD.) 

 
B. Negative pledge, prohibition of early payment and other liabilities: The Company 

undertaking that in the stipulated period (as defined below), the Company and the 
private companies under its control: 

1.  Will not create liens, will not increase amounts secured by existing liens, and 
will not provide guarantees, other than liens and guarantees that are exempt as 
set out in the deed of trust. 

2.  Will not pay creditors on a date that is earlier that the date set out in the 
repayment schedule, other than payments that are exempt as set out in the 
deed of trust.  

3.  Will not transfer funds and/or assets to Ithaca companies and/or their creditors 
and will not assume liabilities and/or guarantees regarding Ithaca companies 
and/or their debts, other than payments that are exempt or that the Company is 
permitted to perform as set out in the deed of trust . 
 
According to the amendment to deed of trust, the "record period" is the period 
from the approval date of the deed of trust until seven days have elapsed from 
the publication date of the Company’s immediate reports on the expiration 
condition; the "expiration condition" means that the following conditions were 
fulfilled at that date: (A) The Company's equity in the Company statements and 
the statements of the prior quarter exceed the amount set out in the amendment 
to the deed of trust; (B) the ratio of equity to the balance sheet in the Company's 
statements (separate) and in the statements of the prior quarter is not less than 
22.5%; (C) the rating of the Company's debentures is at least A (according to 
Maalot); "Ithaca companies" means DKL Investment Limited "DKL”) and any 
corporation under its control. 

 

C. Liens: The Company’s undertaking to create a lien on the various assets of the Group, 
in favor of the Company's trustees and debenture holders, including the following 
assets: (A) Participation units conferring rights in the rights of the limited partner in 
Delek Drilling, representing 40% of Delek Drilling’s capital (up to the date of these 
reports, 10.7% of Delek Drilling’s capital was pledged in favor of the trustees and the 
Company undertook to complete the pledge on the quantity of units by October 30, 
2020). As from January 1, 2022, the Company may have the right to demand the 
release of some of the pledged participating units, in the amount and subject to the 
terms set out in the amendment to the deed of trust; (B) the shares and rights in most 
of the companies that are controlled by the Company; (C) the rights by virtue of the 
loans provided to the Company and/or companies under its control; (D) the assets of 
Delek Financial Investments Ltd. (the Company's debentures and shares); (E) the 
Group’s rights in connection with the overriding royalties of the Leviathan reservoir 
and by virtue of agreements for the sale of the overriding royalties of Karish and 
Tanin; (F) rights by virtue of loans provided to third parties.  

 
D. According to the amendment to the deed of trust, the trustee and the debenture 

holders will have grounds to call for immediate payment if the Company does not 
receive certain amounts of cash from Delek Petroleum Ltd. and/or other sources set 
out in the amendment to the deed of trust in a cumulative amount of NIS 800 million 
(including an amount of at least NIS 600 million, which should be received by October 
31, 2020). 
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NOTE 10 – AGREEMENTS WITH DEBENTURE HOLDERS AND BANKS AND OTHER 
INSTITUTIONS (CONTD.) 
 

E. Other grounds for immediate repayment in the amendment to deed of trust: 

1. For the period up to May 31, 2021, the trustee and the debenture holders will 
not call for immediate repayment of the debentures based on the established 
grounds, but only on the state of the Company's business as it was at the 
publication date of the amendment to the deed of trust and/or by virtue of the 
grounds relating to a low rating of the Company’s debentures.  

2. Up to the publication date of the statements for the first quarter of 2021, the 
grounds for immediate repayment included in the deeds of trust regarding low 
equity will not apply. For the statements as from the second quarter of 2021 and up 
to the financial statements for 2021, the debenture holders will have grounds to call 
for immediate repayment if the equity net of the additional capital from revaluations 
as defined in the amendment to the deed of trust is lower than the total equity of the 
Company as at June 30, 2020, with the addition of NIS 600 million, or if the equity in 
the financial statements is less than NIS 1.6 billion. These thresholds rise gradually 
over subsequent years, so that as from the statements for the first quarter of 2024, 
the debenture holders will have grounds to call for immediate repayment if the 
equity in the Company’s statements falls below NIS 2.6 billion.  

3. Up to the publication date of the statements for the first quarter of 2021, the 
grounds for immediate repayment included in the deeds of trust regarding the 
equity to balance sheet ratio will not apply. For the statements as from the 
second quarter of 2021 and up to the financial statements for 2021, the equity 
to total balance sheet ratio in accordance with the separate financial statements 
falls below 12.5% over two consecutive quarters. This ratio rises gradually over 
subsequent years, so that as from the first quarter of 2024, the debenture 
holders will have grounds to call for immediate repayment if the equity to total 
balance sheet ratio in accordance with the Company’s separate financial 
statements falls below 20% over two consecutive quarters. 

4. Low rating: As from June 1, 2021, the debenture holders will have the right to 
call for immediate repayment if the debenture rating is lower than BBB-. 

5. If another creditor of the Company or creditors of the Company’s subsidiaries 
call for payment of their debt (in accordance with the quantitative thresholds set 
out in the amendment to the deed of trust), and in certain cases, they also have 
grounds to call for immediate repayment, this will constitute grounds to call for 
immediate repayment of the debentures.  
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NOTE 10 – AGREEMENTS WITH DEBENTURE HOLDERS AND BANKS AND OTHER 
INSTITUTIONS (CONTD.) 
 

F. The amendment to the deed of trust includes various declarations and undertakings of 
the Company, including: (A) In connection with the uses to be made of the proceeds 
from the capital issuances and/or dividends and/or sale and/or pledge of certain 
assets; (B) a commitment not to deposit funds and/or securities in banks that are 
creditors of the Company or companies under its control, other than the exceptions 
that were established; (C) a commitment not to acquire assets and/or to make 
investments and/or to take credit and/or to make financial liabilities to financial 
creditors and/or to change the terms of certain credit agreements, other than the 
exceptions that were established; (D) in the record period: The Company's general 
and administrative expenses will not exceed the amounts that were established, the 
Company will not perform a distribution, the Company and the companies under its 
control will not enter into transactions in which the controlling shareholder has a 
personal interest (other than officers, insurance and existing agreements as set out in 
the statements), the Company and private companies under its control will not sell or 
purchase the Company’s debentures; (E) an obligation to cover the expenses and 
fees of the trustees and their representatives. It was further established that a breach 
of any of the Company's obligations under the amendment to the deed of trust will 
serve as grounds for the trustees and debenture holders to call for immediate 
repayment and the right to exercise all the collateral provided to the trustees. 
 
1. Deed of consent with the banks  

 

On June 15, 2020, the Company, Delek Energy, and DKL (jointly below: “ the 
Companies”) signed a deed of consent with various banks that provided the 
Company and/or Delek Energy with credit secured by a lien on the participating 
units of the Partnership, and with a foreign bank that provided a loan to DKL 
(“the Banks”) , which includes the following provisions: 

 
2. Lien on the shares of Delek Israel in favor of the Banks: A subsidiary of the 

Company will pledge all the shares of Delek Israel that it holds to the Banks. 
The Company will take steps to sell Delek Israel shares, and the consideration 
from their sale and/or dividends received for the pledged shares will be used to 
repay the credit to the Banks, pro-rata, in accordance with the proportion of 
each bank in the credit balance. A trust company was appointed with the 
consent of the parties as a trust company for the Banks and the companies 
("the Collateral Trustee"). 

 
3. The standstill period 

 
a. In the period up to September 30, 2020 ("the Standstill Period"): (A) the 

Companies will not be required to complete collateral in favor of the 
Banks, even if the collateral is impaired; (B) the Banks will not take any 
legal action against the Companies for the credit documents; (C) the 
loans provided by the Banks will not be called for immediate repayment 
and the credit facilities will remain in force in the amount of the actual 
credit used; and (D) the Banks will not take steps to exercise the 
collateral.  

 
b. The Standstill Period may be extended to October 30, 2020, subject to 

certain conditions set out in the deed of consent, and among other 
things, that by until September 30, 2020: A binding agreement will be 
signed for the sale of Delek Israel, to allow repayment of the entire debt 
to the Banks; the Company will present cash flow sources at a high level 
of certainty, which will allow payments to the debenture holders with a 
repayment date by October 31, 2020, and repayment to the Banks of at 
least 50% of the credit amount at the date the deed of consent is signed. 
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NOTE 10 – AGREEMENTS WITH DEBENTURE HOLDERS AND BANKS AND OTHER 
INSTITUTIONS (CONTD.) 

 
c. The deed of consent sets out events, which, if they occur, each of the 

Banks will have the right to cancel the Standstill Period and implement all 
the means at their disposal, including to call for immediate repayment of 
the entire debt and to act to exercise the lien on Delek Israel and dispose 
of the participating units that are pledged in its favor (“the Terminating 
Event"), including: If the Companies fail to pay the Banks any amount at 
its due date; if the Companies breach an undertaking under the deed of 
consent and/or its appendixes and/or the amendment to the deed of trust 
with the debenture holders and/or other undertakings of Delek Israel 
towards a foreign bank; if insolvency proceedings were taken against the 
Companies; if a decision was taken at a general meeting of the 
debenture holders of any series to call for immediate repayment of the 
debt to them or if the amendment to the deed of trust with the debenture 
holders is cancelled by the debenture holders; if the price of the 
participating unit is lower than the price set out in the letter consent and 
the collateral ratio falls below the ratio set out in the deed of consent; if it 
evolves that a declaration or representation of the Companies in the 
deed of consent and/or its appendixes is incorrect in a way that could 
prejudice the lien on Delek Israel shares; if an application for temporary 
or permanent foreclosure is filed and/or if a temporary or permanent 
foreclosure is imposed on Delek Israel shares, and it has not been 
dismissed or canceled within 30 days; if any of the Banks announces the 
cancellation of the Standstill Period due to the materialization of any of 
the events described above. 

 As at the approval date of the financial statements, there has been no 
Terminating Event. It should be emphasized that as a result of the 
decreases in the rate of the Partnership’s participating units subsequent 
to entry into effect of the deed of consent and due the fact that as at the 
publication date of the financial statements, the rate of the units on the 
TASE approached the rate set in the financial covenant, the Company is 
acting to reduce the foregoing debt to the Banks already in the short 
term, and all according to the plan with the debenture holders and the 
Banks, so that if the decreases in the rate of the units continue, this will 
not constitute grounds for non-compliance with the financial covenant 

 
4. Current repayments and advance payments 

 
a. In the Standstill Period, the Companies will continue to make regular 

repayments of interest to the Banks, in accordance with the agreements 
signed with them.  

 
b. The Company will transfer to the Collateral Trustee, for repayment of 

credit to the Banks, up to 75% but not less than 50% of the amounts 
received and/or to be received as a result of the raising capital performed 
by the Company in May 2020 and raising additional capital in the 
Standstill Period (if any). In addition, it was determined that the Company 
will transfer to the Collateral Trustee, for repayment of the credit to the 
Banks, up to 75% but no less than 50% of the amounts to be received by 
the Company for the sale of the overriding royalty in the Karish and Tanin 
reservoirs. 
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NOTE 10 – AGREEMENTS WITH DEBENTURE HOLDERS AND BANKS AND OTHER 
INSTITUTIONS (CONTD.) 

 
5. End of the Standstill Period 

 
a. If, at the end of the Standstill Period, Delek Israel shares are not sold or 

not all of the credit to the Banks is repaid, and if an event occurs that 
allows the Banks to end the Standstill Period - the Banks will be 
permitted to exercise the lien on Delek Israel.  

 
b. At the end of the Standstill Period, the provisions of the credit documents 

with the Banks will continue to apply (other than for the credit facilities 
that will meet the actual level of credit utilized). Notwithstanding the 
aforesaid, the Banks will not call for immediate repayment of the credit on 
the grounds of events of default set out in the credit documents, and 
which occurred before the end of the Standstill Period, and will not cancel 
the credit facilities before the final repayment date of the credit, subject to 
the fulfillment of cumulative conditions: (1) By the end of the Standstill 
Period, the Banks will be repaid at least 60% of the credit amount when 
signing the deed of consent; (2) the Companies comply with financial 
ratios (the LTV ratio) set out in the credit documents with each of the 
Banks. 

 
6. Release of participating units 

 
a. It was established, together with the repayment of credit to the Banks 

(which is not from proceeds arising from the shares or assets of Delek 
Israel), the Banks will release participating units in a quantity to be 
calculated such that immediately after the release, the collateral ratio set 
out in the deed of consent will be fulfilled. In accordance with irrevocable 
instructions issued by the Companies to the Collateral Trustee, the 
Collateral Trustee will transfer the participating units that will be released 
as aforesaid to the trustee of the debenture holders, and they will be 
pledged in favor of the debenture holders, up to a quantity representing 
40% of the total units of Delek Drilling. The participating units that will be 
released in excess of this amount will be transferred to the Companies. 

 
b. In connection with repayment of credit to Banks arising from proceeds 

from the shares or assets of Delek Israel, it was established that at the 
end of the Standstill Period, the Banks will release a quantity of 
participating units, which will be calculated so that immediately after the 
release, the collateral ratio set out in the deed of consent will be fulfilled. 
Notwithstanding the aforesaid, if the Standstill Period is canceled due to 
the occurrence of a termination event, the participating units will only be 
released after exercise of the pledge on Delek Israel shares. 

 

2. In connection with the understandings reached by the Company with financial institutions 
regarding the support documents, see Note 3A(1) above.  
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Special Report in accordance with Regulation 38D 

 

Financial Figures and Financial Information from the Consolidated 
Interim Financial Statements 

 

Attributed to the Company 

 
 
Below are the separate figures and financial information attributed to the Company from the interim 
consolidated financial statements of the Group as at March 31, 2020, published as part of the periodic 
reporting ("Special Reports"), presented in accordance with Regulation 38D of the Securities Regulations 
(Periodic and Immediate Reports), 1970: 
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Breakdown of Financial Information from the Consolidated Statement of Financial Position attributable to 
the Company 

 

 
 

March 31  
At 

December 31 

  2020  2019  2019 

  Unaudited  Audited 

  NIS millions 

Current assets       

       

Cash and cash equivalents  8  404  685 

Short-term investments  213  78  112 

Assets in respect of swap transactions  319  -  261 

Trade receivables  1  1  1 

Income tax receivable  19  66  20 

Financial derivatives  -  44  6 

Other receivables   48  260  71 

       

  608  853  1,156 

Assets held for sale  -  2,188  - 

       

Total current assets  608  3,041  1,156 

       

Non-current assets       

       

Investments in investees and partnerships   3,005  6,503  4,810 

Loans and capital notes to investees  5,025  3,239  4,923 

Financial assets  113  67  185 

Assets in respect of swap transactions  106  -  261 

Long term loans and debit balances  379  305  407 

Financial derivatives  8  -  34 

Investment property  187  193  222 

Fixed assets, net  49  50  49 

       

Total non-current assets  8,872  10,357  10,891 

       

  9,480  13,398  12,047 
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Breakdown of Financial Information from the Consolidated Statement of Financial Position attributable to 
the Company 

 

 
 

March 31  
At  

December 31 

  2020  2019  2019 

  Unaudited  Audited 

  NIS millions 

Current liabilities       

       

Debentures including current maturities  5,884  1,261  894 

Borrowings, bank loans and others, including current maturities   658  92  253 

Dividend payable   -  140  - 

Current maturities of bank liabilities in respect of the swap transactions  385  -  259 

Loans from a subsidiary  -  -  135 

Financial derivatives  -  7  16 

Other payables  143  157  170 

       

  7,070  1,657  1,727 

Liabilities attributable to assets classified as held for sale   -  769  - 

       

Total current liabilities  7,070  2,426  1,727 

       

Non-current liabilities       

       

Long Term Bank Loans   -  126  502 

Loans from a subsidiary  -  -  123 

Long term bank liabilities in respect of the swap transactions  108  -  234 

Debentures  -  5,192  4,578 

Debentures convertible into Company shares  -  690  694 

Financial derivatives  -  17  19 

Other liabilities (primarily liability for decommission of long-term 
assets) 

 

39 
 

23  37 

       

Non-current liabilities  147  6,048  6,187 

       

Equity attributable to equity holders of the Company       

       

Share capital   13  13  13 

Share premium  1,919  1,910  1,919 

Proceeds for conversion options  18  27  18 

Retained earnings  640  3,555  3,382 

Foreign currency translation differences for foreign operations   (311)  (244)  (653) 

Reserve for transactions with holders of non-controlling interests  (665)  (324)  (289) 

Other reserves  963  137  (3) 

Treasury shares  (314)  (150)  (254) 

       

Total capital   2,263  4,924  4,133 

       

  9,480  13,398  12,047 
       
 
 

June 29, 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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Breakdown of Financial Information from the Consolidated Statement of Income attributable to the 
Company 

 

  
Three months ended  

March 31  
Year ended 

December 31 

  2020  2019  2019 

  Unaudited  Audited 

  NIS millions  

       
       

Revenue from overriding royalties and gas sales (net of royalties)  2  7  27 

Rental fees  3  2  9 

Company's share in earnings (losses) of partnerships and investees, net  (2,487)  286  37 

Management fees from investees  -  1  2 

       

Total revenue  (2,482)  296  75 

       

Production cost of gas sold  2  -  11 

General and administrative expenses  14  9  51 

Other revenues (expenses), net  (3)  13  157 

       

Operating income (loss)  (2,501)  300  170 

       

Net financing income with respect to loans to investees and others  14  1  22 

Financing income (expenses) (mainly for financial investments), net  (163)  83  71 

Financing expenses (mainly with respect to debentures)  (90)  (89)  (389) 

       

Profit (loss) before taxes on income  (2,740)  295  (126) 

       

Taxes on income  -  -  (1) 

       

Profit (loss) from continuing operations  (2,740)  295  (127) 

Profit (loss) from discontinued operations, net  (26)  (5)  361 

       

Net profit (loss) attributed to Company shareholders  (2,766)  290  234 

       

 

 



Delek Group Ltd. 

 

The accompanying additional information is an integral part of the financial information and of the separate 
financial information. 

- 5 - 

Breakdown of Financial Information from the Consolidated Statements of Comprehensive Income 
attributable to the Company 

 

  
Three months ended 

on March 31  
Year ended  

December 31 

  2020  2019  2019 

  Unaudited  Audited 

  NIS millions  

       

Net profit (loss) attributed to Company shareholders  (2,766)  290  234 

       

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  (22)  -  (19) 

Other comprehensive loss attributable to partnerships and investees  (66)  (6)  (88) 

       

Total   (88)  (6)  (107) 

       

Amounts classified or reclassified to profit or loss under specific 
conditions:       

       

Income with respect to financial assets at fair value through other 
comprehensive income  9  (1)  - 

Loss from cash flow hedges  -  -  (8) 

Transfer to profit and loss for cash flow hedges  -  -  9 

Adjustments for translation of financial statements of foreign operations  139  -  (94) 

Transfer to statement of income for foreign currency translation 
differences for foreign operations  -  (11)  - 

Other comprehensive income (loss) attributable to partnerships and 
investees (after tax effect)  1,227  (227)  (558) 

       

Total  1,375  (239)  (651) 

       

Total other comprehensive income (loss) from continuing operations  1,287  (245)  (758) 

       

Total other comprehensive income from a discontinued operation  -  59  23 

       

Total other comprehensive income (loss)  1,287  (186)  (735) 

       

Total comprehensive income (loss) attributed to Company shareholders  (1,479)  104  (501) 
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Financial Information from the Consolidated Statements of Cash Flows attributable to the Company 

 

  
Three months ended 

on March 31  
Year ended  

December 31 

  2020  2019  2019 

  Unaudited  Audited 

  NIS millions 
       
Cash flows from the Company's operating activities       

       

Net earnings attributed to Company shareholders  (2,766)  290  234 

Adjustments to reconcile statement of cash flows from the Company's 
continuing operating activities (a) 

 

2,825  13  798 

       

Net cash from the Company's ongoing operations  59  303  1,032 

       

Cash flows from the Company's investment activities       

       

Investments in property, plant and equipment and investment property  (1)  -  - 

Proceeds from disposal of financial assets  -  -  48 

Proceeds from sale of investments in investees  -  -  1,723 

Short term deposits, net  31  -  (31) 

Investment in financial assets, net  (13)  19  (27) 

Proceeds from disposal of investment property  30  64  65 

Long-term deposits   (112)  -  (70) 

Collection of long-term deposits  -  5  105 

Repayment of loans provided to others  2  2  210 

Proceeds from sale of oil and gas assets including overriding royalty  -  -  160 

Provision of loans and capital investments of investees, net  (36)  (137)  (2,096) 

       

Net cash from (used for) the Company's investment operations  (99)  (47)  87 

       

Cash flows from the Company's financing activities       

       

Dividend paid to shareholders of the Company  -  -  (260) 

Short term borrowings from banks and others, net  (99)  (368)  (127) 

Issue of Debentures  -  -  - 

Loans from a subsidiary  -  -  257 

Repayment of loans from a subsidiary  (257)  -  - 

Receipt of a bank loan  -  -  404 

Repayment of loans from banks and others  -  -  (208) 

Buy back of debentures  (5)  -  - 

Repayment of debentures  (275)  (111)  (1,129) 

       

Net cash from (used for) the Company's financing operations  (636)  (479)  (1,063) 

       

Exchange differences for cash and cash equivalents  (1)  (1)  1 

       

Increase (decrease) in cash and cash equivalents  (677)  (224)  57 

       

Balance of cash flow and cash equivalents for beginning of period  685  628  628 

       

Cash balance and cash equivalents at end of period  8  404  685 
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Financial Information from the Consolidated Statements of Cash Flows attributable to the Company 

 

 
  

Three months ended 
March 31  

Year ended 
December 31 

   2020  2019  2019 

   Unaudited  Audited 

   NIS millions 

(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  -  2  3 
  Profit from disposal of investment in an investee  -   -  (66) 
 Decrease (increase) of loans granted, net  (7)  6  30 
 Impairment (increase) in value of investments and loans provided, 

net 
 

166  (52)  (34) 
 Company's share in the expenses of investees and partnerships *)  2,658  161  998 
 Impairment of liabilities, net  1  1  52 
 Change in fair value of financial derivatives, net  9  (26)  (20) 
 Other revenues (with respect to disposal of gas and oil assets 

including overriding royalty) 
 

-  -  (103) 
 Revaluation of other long-term assets  (5)  (10)  (11) 
 Exchange differences for cash balance and cash equivalents, net  1  1  (1) 
 Gain from disposal of investment property  (1)  (23)  (23) 
 Loss (gain) from impairment in investment property  4  1  (31) 
        

 Changes in the Company's asset and liability items:       

 Decrease in other receivables  25  1  33 
 Decrease in other payables   (26)  (49)  (29) 

        

   2,825  13  798 

        

 Net of dividends received  171  442  1,343 

        

(B) Company's significant non-cash activities       

        

 Dividend receivable from investees and partnerships  9  75  6 

 Acquisition of Company shares by a subsidiary  60  7  111 

 Investment in a financial asset as a result of distribution in kind   -   -  83 

 Sale of investment property against loan provided   -  39  39 

 Sale of investment property against payables  3  -  - 

 Dividend declared   -  140  - 

 Investment in investment property   -  1  - 

 Repayment of a liability to a bank against the sale of shares in 
swap transactions 

 

 -  -  132 

 Disposal of subsidiary against provision of a loan   -   -  152 

        

(C) Additional information on cash flows       

        

 Cash paid by the Company during the period for:       

 Interest  103  99  350 

        

 Cash received by the Company during the period for:       

 Interest  1  1  17 

 Taxes  -  -  56 

 Dividends  171  442  1,344 
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Additional Information 

NOTE 1 –  GENERAL 

 
This separate financial information was drafted in a condensed format pursuant to the 
provisions of article 38D of the Securities Regulations (Periodic and Immediate Reports), 1970. 
This separate financial information should be reviewed in conjunction with the separate financial 
information to the annual financial statements as of December 31, 2019, and for the year then 
ended and their accompanying notes, and in conjunction with the consolidated interim financial 
statements as of March 31, 2020 (the "Consolidated Interim Financial Statements").  

 
A. The Covid-19 crisis and the decline in oil and gas prices 

 

In December 2019, the Covid-19 pandemic 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 Covid-
19 has caused widespread morbidity and mortality in many countries. Due to the Covid-19 
Crisis, many countries have imposed and are continuing to impose significant restrictions 
that included and/or include, among other things, 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 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. However, agreements have 
recently been reached between countries to reduce the volume of daily oil production in the 
coming months. In addition, in recent weeks, many countries have started to adopt an exit 
strategy and controlled and gradual return to routine. In this context, it should be noted that 
in 2020 and shortly before the approval date of  the financial statements, oil prices were 
highly volatile, and, at its lowest point, the Brent oil price was USD 16 per barrel and shortly 
before the approval date of the financial statements the Brent oil price is USD 40 per barrel 
(as at December 31, 2019 the price was USD 65  per barrel).  
 
As at the approval date of the financial statements, there is significant uncertainty 
regarding when the pandemic will be contained and/or will break out again and the 
continuation and/or deepening of the global economic crisis, and future oil and natural gas 
prices. As the Group’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), equity, cash 
flows from its operating activity, as well as its ability to dispose of assets and 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 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.  
Regarding assessments of impairment of assets and amortization recorded in the reporting 
period, see Notes 3 and 5 to the Consolidated Interim Financial Statements. In this regard 
it is noted that the estimated used by the Group for the foregoing reviews may be volatile, 
among others, due to the foregoing uncertainty. The Group will continue to review its 
estimates and to revise them according to developments with regard to this crisis, its effect 
on the economy in Israel and worldwide and its effect on the prices of oil and natural gas. 
 
In addition, 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  half 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 B below.  
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NOTE 1 – GENERAL (CONTD.) 
 

B. Financial position of the Group  

 

1. General 

 
• As at March 31, 2020, the Company (separate) has a working capital deficit of 

NIS 6.5 billion, and the Group (consolidated) has a working capital deficit of NIS 
14.7 billion. Of this amount, NIS 5.6 billion is attributed to the reclassification of 
debentures and liabilities to banks and others from long-term to short-term in view 
of failure to comply and/or alleged failure to comply with financial and other 
covenants and certain cross-default rights (as set out in section 4 below. 
Subsequent to balance sheet date, in June 2020, the Company reached various 
agreements with the debenture holders and the banks, and during the 
subsequent periods the Company will review the classification of part of the 
liabilities to long-term).  
 
It should be noted that, in addition to the foregoing with regard to the liabilities of 
the Company (separate), the Company provided certain guarantees to the banks 
and others for loans and borrowings by certain subsidiaries (“the Staff 
Companies").  
 
It should further be noted that according to the current repayment schedules 
(taking into account the foregoing agreements with the banks and others), in  the 
period between April 2020 and March 2021, the Company and the Staff 
Companies have repayments (of principal and interest) amounting to NIS 2.8 
billion and in the period between April 2021 and March 2022,  NIS 2.5 billion. 
 

• As at March 31, 2020, the total liabilities (short- and long-term) to financing 
entities (mainly to debenture holders, banks and others) of the Company and the 
Staff Companies amount to NIS 8 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 
213 million. Furthermore, the Company has swap transactions with respect to 
The Phoenix shares for which its liability amounts to NIS 500 million, and the 
Phoenix shares and deposits which are worth NIS 646 million as at March 31, 
2020 where placed as collateral against this liability. 
 

• Close to the date of approval of the financial statements, the foregoing liabilities 
amount to NIS 7.8 billion against which the foregoing financial assets amount to 
NIS 285 million. For a breakdown of the current collateral for these liabilities 
(taking into account the foregoing agreements with the banks and others), see 
Note 10 to the Consolidated Interim Financial Statements. 
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NOTE 1 – GENERAL (CONTD.) 
 

B. Financial position of the Group (contd.) 
 

2. Decrease in oil and gas prices and implications on financial covenants 
 

• As set out in section A above, in the reporting period, 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 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 (mainly 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 There has been a significant decrease in equity attributable to the 
Company's shareholders, which amounted to NIS 2.3 billion as at March 31, 
2020 (as of December 31, 2019 approximately NIS 4.1 billion) and there are 
concerns that in view of events that occurred from that date through to the 
date of approval of the financial statements (including the devaluation of the 
dollar, disposals subsequent to the balance sheet date and changes in oil 
prices) as well as the continuation of the crisis will result in another 
significant reduction in equity as aforesaid. 

 

• Following the spread of Covid-19, 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: 

 
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 completing the foregoing measures, the Group holds 55% of the share 
capital of Delek Drilling. As a result of the foregoing (net disposal of 5% of 
the capital of Delek Drilling), the capital attributable to the Company’s 
shareholders decreased by NIS 329 million, in the first quarter of 2020. For 
further information, see Note 3C to the Consolidated Interim Financial 
Statements.    
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NOTE 1 – GENERAL (CONTD.) 
 

B. Financial position of the Group (contd.) 

 
2. Decrease in oil and gas prices and implications on financial covenants (contd.) 

 
2)  With regard to the loan of NIS 100 million that was 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 foregoing 
addition, the participating units were pledged in favor of the bank constituting 
5.7% of the share capital of Delek Drilling (compared with 4.4% of the share 
capital of Delek Drilling prior to the addition). 
 
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). 
Further to the hearings in court, Delek Energy repaid the balance of the bank 
debt in May 2020.   
 

3)  With regard to the loan of USD 200 million taken by a wholly-owned foreign 
subsidiary (DKL Energy), as set out in Note 10F(3) 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. 
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NOTE 1 – GENERAL (CONTD.) 
 

B. Financial position of the Group (contd.) 
 

2. Decrease in oil and gas prices and implications on financial covenants (contd.) 
 

3)  (contd.) 
 

In 2020, DKL Energy repeatedly breached various financial covenants with 
respect to the foregoing loan, conferring on the bank the right to call for 
immediate repayment of part and/or all 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 
and in May 2020 another USD 20 million was repaid in view of a dividend 
received from Ithaca (the balance of the loan amounts to USD 137 million as 
at the approval date of the financial statements). DKL Energy is working to 
draft an up-to-date agreement with the foreign bank regarding the terms of 
the loan and the settlement with regard to the grounds established in favor of 
the foreign bank for such immediate repayment. 
 

• 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%. It is further noted 
that on May 5, 2020, Maalot downgraded the Company's debenture rating to 
ilCCC with negative outlook due to the increased risk of default.  
 
In addition, further to Note 19 to the Annual 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'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, the 
rating downgrade, the deterioration in the ratios of Company’s debt to asset 
value, and the going concern remark in the Annual Financial Statements, as at 
March 31, 2020, there are events that are considered or may be considered to be 
events of default for the liabilities of the Company and the Staff Companies 
towards the financial institutions and the debenture holders. In view of the above, 
as at March 31, 2020, all the liabilities of the Company and the Staff Companies 
towards financial institutions and debentures holders were classified as current 
liabilities.  
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NOTE 1 – GENERAL (CONTD.) 
 

B. Financial position of the Group (contd.) 

 

2. Decrease in oil and gas prices and implications on financial covenants (contd.) 
 

• For information concerning the understandings and amendment to the deeds of 
trust approved on June 17, 2020 with the Company's debenture holders, which 
was approved on June 17, 2020, and the standstill agreement with some of the 
banks, see section 4 below. 
 

• It is noted that in 2020 through to close to the date of approval of the financial 
statements, the Company has repaid its liabilities towards the debenture holders 
and the banks in full, in accordance with the agreements with them. 

 
3.   Disposal of assets and investments and raising of capital 
 

• In view of the significant decline in the Company's cash balance and 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 proceeds of 
NIS 169 million (see Note 3B to the Consolidated Interim Financial Statements) 
and an investment property in Haifa for an amount of NIS 33 million. In addition, 
in April 2020, the Company disposed on the balance of its holdings in the shares 
of Cohen Development for proceeds of NIS 207 million (see Note 3D to the 
Consolidated Interim Financial Statements). In addition, in May 2020, a binding 
agreement was signed for the sale of the rights of the Company and Delek 
Energy to overriding royalties in the Karish and Tanin reservoirs for a 
consideration of NIS 318 million (see Note 5H to the Consolidated Interim 
Financial Statements).  
 

• In April and May 2020, the Company informed the banks of early termination of 
all the swap transactions with respect to The Phoenix shares. The swap shares 
(25,000,000 shares) were sold by the banks in off-floor transactions for an 
amount of NIS 413 million. On completion of the transactions, a cash amount of 
NIS 143 million, which was pledged to the banks to secure the transactions, as is 
standard in this type of transaction, was released in favor of the Company. For 
further information, see Note 3A(3) to the Consolidated Interim Financial 
Statements.  
 

• In June 2020, Delek Israel signed a binding agreement for the sale of its holdings 
in the Pi Glilot terminals for an amount of NIS 700 million (see Note 3E) and a 
binding memorandum of understanding was signed for the disposal of Delek 
Israel's holdings in IPP Delek Ashkelon Ltd. and IPP Delek Sorek Ltd., which own 
power plants (for further information, see Note 3F) 
 

• In May 2020, the Group completed a capital raising of NIS 137 million, for further 
details see Note 7 to the Consolidated Interim Financial Statements. 
 

• In addition, the Company is examining the disposal of additional assets and 
obtaining a loan against a specific lien on overriding royalties from the Leviathan 
reservoir and this, among other things, as part of the understandings the 
Company reached with the debenture holders and the banks. 
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NOTE 1 – GENERAL (CONTD.) 
 

B. Financial position of the Group (contd.) 

 

4. Discussions and agreements 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 representation 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. The Company 
and the representation held discussions, with the aim of regulating the terms of 
the debentures and the Company's obligations to them. In addition, in recent 
months, the Company and certain banks held negotiations, due to the breach of 
the covenants, with the aim of arranging the terms of the loans that were provided 
and the Company’s obligations to them. Subsequent to the balance sheet date, in 
June 2020, the agreements and understandings with the debenture holders and 
the banks, respectively, were approved. Under the agreements, the Company 
undertook to raise capital, dispose of assets, pledge assets and investments in 
favor of the debenture holders and the banks, and comply with various financial 
covenants, some of which were revised in the agreements. The agreements set 
out events and covenants, which, if breached, will allow the debenture holders 
and the banks to call for immediate repayment of the Company's liabilities to 
them. For further information, see Note 10 to the Consolidated Interim Financial 
Statements.  

 
5.  Conclusion  

 
In the agreements with the debenture holders and banks and for the purpose of the 
Company and the Staff Companies meeting the repayment of their liabilities the 
Company is required to raise substantial amounts of capital, to dispose of assets and 
investments in substantial amounts (part of which have been paid and/or  agreements 
or MOUs have been signed) to raise debt based on assets, and to receive dividends 
from investees. The amounts of the foregoing resources are required for repayment of 
the Company’s liabilities that amount to very substantial amounts (by the end of 2020 
the Company is required to repay its liabilities to debenture holders and banks in the 
amount of NIS 2.3 billion; in 2021 - NIS 1.5 billion; in the first quarter of 2022 - NIS 1.5 
billion.   

 
As aforesaid, the timely repayment of the liabilities of the Company and the Staff 
Companies rests on their ability to realize substantial assets and investments, their 
ability to raise significant debt and capital, some of which are required in the near 
future and are significantly affected by oil and natural gas prices, and their ability to 
receive significant dividends from investees. The Company is also required to comply 
with the terms of the agreements and covenants with the debenture holders and 
banks, so that these will not call for the immediate repayment of the liabilities of the 
Company and the Staff Companies.  

  

It should be noted that the Company's ability to receive significant dividends from 
investees relates mainly to the receipt of dividends from Delek Drilling and Ithaca and 
also from Delek Israel, and this if the Company's holdings are not exercised. The 
ability of these companies to distribute dividends is contingent, inter alia, on their 
ability to refinance existing debts and/or comply with financial covenants and obtain 
funding from financing entities and/or their ability to generate significant free cash 
flows following financing operations that depend on the demand for natural gas and oil 
and a significant rise in natural gas and oil prices, see section C below. 
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NOTE 1 – GENERAL (CONTD.) 
 

B. Financial position of the Group (contd.) 

 

5.  Summary (contd.) 
 

The Company has been and is working to execute its plans, which include raising 
capital and disposing of substantial assets and investments in order to meet its 
various obligations. The Company believes that is has a good chance of executing its 
plans. Nonetheless, as completion of the Company's plans is not in its sole control and 
depends as aforesaid, inter alia, on the occurrence of a large number of aggregate 
events that are required to occur within relatively short time frames and/or in 
substantial amounts, there is uncertainty regarding the actual fulfilment of the these 
plans. These factors together 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 assets and liabilities and their classification 
which may be required if the Company is unable to continue as a going concern. 
 

C. Financial positions of subsidiaries 

 

1. Delek Drilling 

 
• As at March 31, 2020, Delek Drilling has a working capital deficit of USD 2 billion 

(NIS 7.2 billion) arising mainly from current maturities of liabilities to banks and 
Tamar Bond debentures amounting to USD 2.4 billion. It should be noted that as 
at the approval date of the financial statements of Delek Drilling, Delek Drilling 
has safety cushions to secure the repayments of Tamar Bond debentures and 
Leviathan financing amounting to USD 234 million and USD 44 million, 
respectively.  
The Covid-19 Crisis and its consequences, 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 12J to the annual consolidated financial statements.  
 

• 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 374 million, which have accrued in the reserve of 
Delek Drilling as at balance sheet date; 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. 
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NOTE 1 – GENERAL (CONTD.) 
 

C. Financial positions of subsidiaries (contd.) 
 

1. Delek Drilling (contd.) 
 

• 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 the review report on the financial statements of 

Delek Drilling as at March 31, 2020, drew attention to this section. 
 

2. Ithaca 
 

The Covid-19 crisis and the fall in oil and gas prices could have a material effect on 
the results of Ithaca's operations, the value of its assets and liquidity (including its 
ability to distribute dividends to its shareholders). 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, and reduce operating and 
production costs by substantially. It is further noted that Ithaca has hedge transactions 
on oil and gas prices for 2020-2022 in a material scope (see Note 8 to the 
Consolidated Interim 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 see Notes 3, 5 and 8 to the Consolidated Interim Financial 
Statements. 

 
3. Delek Israel  

 
As at March 31, 2020, Delek Israel has a working capital deficit of NIS 854 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 1A 
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 recent months, there has been a material decrease in the scope of 
operations of Delek Israel). In this context, it should be noted that, as set out in section 
B3 above, subsequent to the balance sheet date, Delek Israel signed agreements to 
sell companies and assets on a significant scale, and, upon their completion, a 
significant decrease is expected in the working capital deficit of Delek Israel. 
 
Furthermore, it should be noted that, subsequent to balance sheet date, Delek Israel 
has undertaken towards the banks, among other things, that for any distribution to its 
shareholders (including distribution of a dividend), the consent of the banks is required 
in advance. 
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NOTE 2 – INVESTMENT PROPERTY 

 
For further information concerning disposal of investment property see Note 4 to the 
Consolidated Interim Financial Statements. 

 
 

NOTE 3 – CONTINGENT LIABILITIES 

 
There are certain contingent claims against the Company and certain investees for significant 
sums, including petitions to grant class actions, that might amount to anywhere from hundreds 
of million to several 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 as set forth in 
Note 6 to the Consolidated Interim Financial Statements. 

 
 
NOTE 4 – CAPITAL 

 
For further information concerning the acquisition of the Company's shares by the subsidiary, 
see Note 7 to the Consolidated Interim Financial Statements.  
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Delek Group Ltd.  
 

 

Additional Data Concerning the Proforma Consolidated Interim Financial Statements  
as of March 31, 2020 

 

1. The Company's Board of Directors hereby presents the Company's proforma consolidated financial 
statements as of March 31, 2020 ("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 the period. 

2. 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.  

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.  

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.  
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6. According to the proforma statement of income, the Group's proforma revenues for the three months 
ended March 31, 2019 totaled NIS 3.1 billion, as compared to actual revenues of NIS 2 billion in the 
three months ended March 31, 2019, an increase of NIS 1.1 billion. In the three months ended March 
31, 2019, proforma revenues from oil and gas asset development and production in the North Sea 
totaled NIS 1.5 billion (USD 0.4 billion), as compared to actual revenues of NIS 0.4 billion (USD 0.1 
billion). 

7. Net profit attributable to Company shareholders, proforma, totaled NIS 510 million in the three months 
ended March 31, 2019, as compared to actual net profits of NIS 290 million. 

The contribution of oil and gas development and production operations in the North Sea to the net profit 
attributable to Company shareholders, proforma, amounted to NIS 293 million.  

8. For information concerning developments in the first quarter of 2020, including the COVID-19 
epidemic's impact on the Group's financial position, see Note 1 to the consolidated financial statements. 

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 proforma data should not 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: June 29, 2020  
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Pro Forma Consolidated Statement of Income 

 

  Three months ended March 31, 2020 

  Actual data  
Pro forma 

reconciliations  
Pro forma 

data 

  Unaudited 

  
NIS millions 

(other than net loss per share) 

       

Total revenue  2,953  -  2,953 

Cost of revenues  2,014  -  2,014 

Gross profit  939  -  939 

Selling, marketing and gas station operating expenses  121  -  121 

General and administrative expenses  77  -  77 

Group share in profits of operational associates, net  1  -  1 

Other expenses, net  (3,735)  -  (3,735) 

Operating loss  (2,993)  -  (2,993) 

Finance income  66  -  66 

Finance expenses  (779)  -  (779) 

  (3,706)  -  (3,706) 

Group share in profits of associates, net  2  -  2 

Loss before income tax  (3,704)  -  (3,704) 

Tax benefit  (1,020)  -  (1,020) 

Loss from continuing operations  (2,684)  -  (2,684) 

Loss from discontinued operations, net  (26)  -  (26) 

Loss  (2,710)  -  (2,710) 

       

Attributable to:       

Shareholders of the Company  (2,766)  -  (2,766) 

Non-controlling interests  56  -  56 

  (2,710)  -  (2,710) 

Loss per share attributable to equity holders of the Company (NIS)       

       

Basic loss from continuing operations  (240.2)  -  (240.2) 

Basic loss from discontinued operations  (2.3)  -  (2.3) 

Basic loss   (242.5)  -  (242.5) 

       

Diluted loss from continuing operations  (240.2)  -  (240.2) 

Diluted loss from discontinued operations  (2.3)  -  (2.3) 

Diluted loss  (242.5)   -  (242.5) 

 

 

 

June 29, 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 

 

  Three months ended March 31, 2020 

  Actual data  
Pro forma 

reconciliations  
Pro forma 

data 

  Unaudited 

  NIS millions 

       

Loss  (2,710)  -  (2,710) 

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 

 

(149)  -  (149) 

       

Amounts classified or reclassified to profit or loss under specific 
conditions: 

 

     

       

Profit for financial assets at fair value through other comprehensive 
income 

 

9  -  9 

Profit for cash flow hedges  1,186  -  1,186 

Transfer to profit or loss for cash flow hedges  (131)  -  (131) 

Foreign currency translation differences for foreign operations  401  -  401 

Transfer to statement of income for foreign currency translation 
differences for foreign operations 

 

15  -  15 

Other comprehensive loss attributable to associates, net  (2)  -  (2) 

Total  1,478  -  1,478 

Total other comprehensive income from continuing operations  1,329  -  1,329 

Total other comprehensive income from discontinued operations, net  -  -  - 

Total other comprehensive income  1,329  -  1,329 

       

Total comprehensive loss   (1,381)  -  (1,381) 

       

Attributable to:       

Shareholders of the Company  (1,479)  -  (1,479) 

Non-controlling interests  98  -  98 

  (1,381)  -  (1,381) 
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Pro Forma Consolidated Statement of Income 

 

  Three months ended March 31, 2019 

  Actual data  
Pro forma 

reconciliations  
Pro forma 

data 

  Audited 

  
NIS millions 

(Other net earnings per share) 

       

Revenue  1,985  1,139  3,124 

Cost of revenues  1,394  676  2,070 

Gross profit  591  463  1,054 

Selling, marketing and gas station operating expenses  119   -  119 

General and administrative expenses  48  14  62 

Group's share in losses of operating associates, net  1   -  1 

Other expenses, net  30  (6)  24 

Operating profit  455  443  898 

Finance income  253  6  259 

Finance expenses  (259)  (135)  (394) 

  449  314  763 

Group share in profits of associates, net  10   -  10 

Profit before taxes on income  459  314  773 

Taxes on income  104  104  208 

Profit from continuing operations  355  210  565 

Profit from discontinued operations, net  122   -  122 

Net profit  477  210  687 

       

Attributable to:       

Shareholders of the Company  290  210  500 

Non-controlling interests  187   -  187 

  477  210  687 

Net earnings per share attributable to shareholders of the Company (NIS)       

       

Basic earnings from continuing operations   25.3  17.9  43.2 

Basic earnings from discontinued operations   (0.5)   -  (0.5) 

Basic earnings   24.8  17.9  42.7 

       

Diluted earnings from continuing operations   24.1  16.6  40.7 

Diluted loss from discontinued operations   (0.4)   -  (0.4) 

Diluted earnings   23.7     16.6  40.3 
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Pro Forma Consolidated Statement of Comprehensive Income 

 

  Three months ended March 31, 2019 

  Actual data  
Pro forma 

reconciliations  
Pro forma 

data 

  Unaudited 

  NIS millions 

       

Net profit  477  210  687 

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 

 

(11)  -  (11) 

       

Amounts classified or reclassified to profit or loss under specific 
conditions: 

 

     

       

Profit for cash flow hedges  24  -  24 

Transfer to profit or loss for cash flow hedges  (44)  -  (44) 

Foreign currency translation differences for foreign operations  (379)  (59)  (438) 

Transfer to statement of income for foreign currency translation 
differences for foreign operations 

 

14  -  14 

Other comprehensive loss attributable to associates, net  (1)  -  (1) 

Total  (386)  (59)  (445) 

Total other comprehensive loss from continuing operations  (397)  (59)  (456) 

Total other comprehensive income from discontinued operations, net  135  -  135 

Total other comprehensive loss  (262)  (59)  (321) 

       

Total comprehensive income   215  151  366 

       

Attributable to:       

Shareholders of the Company  104  151  255 

Non-controlling interests  111   -  111 

  215  151  366 
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Pro Forma Consolidated Statement of Comprehensive Income 

 

  
Year ended 

December 31, 2019 

  Actual data  
Pro forma 

reconciliations  
Pro forma 

data 

  Audited 

  
NIS millions 

(Other net earnings per share) 

       

Revenue  8,797  3,267  12,064 

Cost of revenues  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  
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Pro Forma Consolidated Statements of Comprehensive Income 

 
  Year ended December 31, 2019 

  Actual data  
Pro forma 

reconciliations  
Pro forma 

data 

  Audited 

  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 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 
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Notes to the Pro Forma Consolidated Financial Statements 

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 Limited Group (“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. 

 

F.  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. 

 

 

NOTE 2 –  SIGNIFICANT ACCOUNTING POLICIES 

 
The accounting policy applied in the pro forma consolidated interim financial statements is 
consistent with that applied in the preparation of the Company’s consolidated interim financial 
statements as at March 31, 2020 and for the three months then ended (“the Consolidated Interim 
Financial Statements”). These pro forma consolidated interim financial statements are prepared 
in accordance with Regulation 38B of the Israel Securities Regulations (Periodic and Immediate 
Reports), 1970. The consolidated interim financial statements should be read in the context of the 
Company's consolidated interim financial statements as at March 31, 2020 and the three-month 
period then ended and with the pro forma financial statements as at December 31, 2019 and the 
year then ended.  
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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 three months ended March 31, 2019 were prepared on the 

assumption that the acquisition of the acquired company occurred on January 1, 2019.  

 

3. 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. 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.  

 

4. 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 Company's consolidated financial 

statements as at December 31, 2019 and the year then ended. 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 interim statements includes 

depletion expenses for the assets of CNSL that were acquired in the amount of NIS 329 

million.  

 

5. 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. 
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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. 

 

− Others: including mainly the Group's operations in the construction and operation of 
power plants for power generation and desalination. For information about the sale of 
the investment in IDE Holdings Ltd., which coordinates the Group’s operations in the 
water sector, and the investment in power plants, see Note 3 to the financial statements 
as at March 31, 2020.  

 
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 as at 
December 31, 2019 and the year then ended), Delek Automotive and The Phoenix are not 
presented as a reportable segment.  
 

B. Pro forma segment reporting 

 

1) Revenue 
 

 Three months ended Year ended 

 March 31 
2020 

March 31 
2019 

December 31 
2019 

 Unaudited Audited 

 NIS millions NIS millions NIS millions 
    
Revenue from external sources    

Oil and gas exploration and production in 
Israel and its surroundings 674 358 1,332 

 Development and production of oil and gas 
assets in the North Sea 1,219 1,531 5,329 

Fuel in Israel  960 1,119 4,912 

Other segments 116 127 551 

Inter-segment *) (17) (11) (63) 

Adjustments 1 - 3 

Total in statement of income 2,953 3,124 12,064 
    

*)  Inter-segment sales are mainly for the sale of gas to other segments. 
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NOTE 4 –  OPERATING SEGMENTS (CONTD.) 
 

B. Pro forma segment reporting (contd.) 

 
2)  Segment results 
 

 Three months ended Year ended 

 March 31 
2020 

March 31 
2019 

December 31 
2019 

 Unaudited Audited 

 NIS millions NIS millions NIS millions 
    
Oil and gas exploration and production in 
Israel and its surroundings 407 104 649 

Development and production of oil and gas 
assets in the North Sea (3,089) 606 982 

Fuel in Israel  (136) 27 164 

Other segments (159) 178 89 

Adjustments * (16) (17) (55) 

Total in statement of income (2,993) 898 1,829 
    

*)  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 
 

 Three months ended Year ended 

 March 31 
2020 

March 31 
2019 

December 31 
2019 

 Unaudited Audited 

 NIS millions NIS millions NIS millions 
    
Oil and gas exploration and production in 
Israel and its surroundings 158 104 476 

Development and production of oil and gas 
assets in the North Sea (2,354) 293 460 

Fuel in Israel  (111) 9 91 

Other segments (171) 160 17 

Adjustments * (262) (61) (442) 

Total in statement of income (2,740) 505 602 
    

*)  Mainly administrative and general expenses and financing expenses attributable to the Staff 
Companies 
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NOTE 5 –  THE COVID-19 CRISIS AND THE GROUP’S FINANCIAL POSITION 

 
In this connection, see Notes 1A, 1B, and 1C to the Interim Consolidated Financial Statements 
as at March 31, 2020 about the COVID-19 crisis and the extreme decline in global oil and gas 
prices in 2020, including: The significant impairment subsequent to this date in the Group's assets 
and capital attributable to the Company's shareholders; a consolidated working capital deficit and 
working capital of the Company (separate); downgrade  of the Company’s debenture rating; 
significant amounts of required payments (repayments) of the Company and the staff companies 
to the debenture holders and the banks, as well as agreements reached subsequent to the 
balance sheet date with the debenture holders and some of the banks, according to which, among 
other things, they will not call for immediate repayment of the Company's obligations towards 
them, subject to the Company’s compliance with its obligations and covenants set out in the 
agreements; and regarding the disposals and binding agreements for the sale of assets and 
investments in significant amounts, raising of capital and receiving a dividend from an investee; 
and repayment of the Company’s financial liabilities to its creditors. 

 
As set out in these Notes, the continued repayment of the liabilities of the Company and the staff 
companies on time is subject to their ability to dispose of assets and investments on a significant 
scale, their ability to raise debt and capital on a significant scale, some of which is required in the 
near future and is greatly affected by oil and natural gas prices, and their ability to receive 
dividends in substantial amounts from investees. The Company is also required to comply with 
the terms of the agreements and covenants with the debenture holders and the banks, so that 
they will not call for immediate repayment of the liabilities of the Company and the staff 
companies.  

 
It should be noted that the Company's ability to receive significant dividends from investee 
companies is subject to their ability to generate a significant available cash flow following financing 
operations, which is dependent on the demand for oil and natural gas and a significant increase 
in the price of oil and natural gas. 

 
The Company acted and is acting to implement its plans in order to meet the required conditions 
and to raise the required sources for repayment of its liabilities, including by raising capital and 
disposing of assets and investments. The Company believes that it is highly likely that its plans 
will be realized. However, since completion of the Company's plans is not under its sole control 
and depends, as described above, on the materialization of several incremental events, which 
are required in relatively short periods and/or in a significant scope, there is uncertainty as to the 
actual fulfillment of these plans. These factors, together with the other factors describe in the 
Notes 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. 

 
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 6 to the 
Company's consolidated interim financial statements. 
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Delek Group Ltd 

Quarterly report on the effectiveness of internal control for financial reporting and 
disclosure, pursuant to Ordinance 38C(a): 

 

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, President & 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 reasonable 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 requirements. 

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. 

It should be noted that the assessment of internal control of Chevron North Sea Ltd (“Chevron”), whose 
commercial operations were acquired and included in the Company’s consolidated commercial operations 
from November 8, 2019, has not yet been completed (expected to carried out during 2020). 

In the annual report on the effectiveness of internal control for financial reporting and disclosure, which was 
attached to the Periodic Report for the period ending December 31, 2019 ("the Last Annual Internal Control 
Report"), the Board of Directors and Management assessed the internal controls within the Corporation; 
based upon this assessment, the Board of Directors and Management of the Corporation have concluded 
that the said internal controls, as of December 31, 2019, were effective. 

Up until the date of this report, no event or matter was brought to the attention of the Board of Directors and 
Management that leads them to change the assessment of the effectiveness of the internal controls, as 
reported in the Last Annual Internal Control Report. 

For the period of this report, based upon the effectiveness assessment of the internal controls in the Last 
Annual Internal Control Report, and based upon information brought to the attention of Management and the 
Board of Directors as stated above, the internal controls are effective. 
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Declaration of Executives in accordance with Ordinance 38C(d)(1) 

 

Declaration of Executives 
Declaration of the CEO 

 

I, Idan Wallace, declare that: 

(1) I have reviewed the quarterly report of Delek Group Ltd. ("the Corporation") for Quarter 1 of 2020 ("the 
Reports"); 

(2) To the best of my knowledge, the reports do not include any representation 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: 

(i) 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 - 

(ii) 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: 

(i) 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, is brought to my knowledge by others in the Corporation and in the subsidiaries, particularly 
during the period of preparation of the Reports; and - 

(ii) 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. 

(iii) No event or matter has been brought to my attention during the period between the Last Report 
and the date of this report that changes the conclusion of the Board of Directors and 
Management in respect of the effectiveness of the internal controls on the Corporation's financial 
reporting and disclosure. 

 

Nothing in the foregoing shall derogate from my responsibility or that of anyone else in law. 

 

   

June 29, 2020  Idan Wallace 

Chief Executive Officer 
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Declaration of the most senior financial officer pursuant to Ordinance 38C(d)(2): 

 

Declaration of Executives 
Declaration of the most senior financial office 

I, Barak Mashraki, declare that: 

(1) I have reviewed the interim financial statements and other financial information of Delek Group Ltd. 
("the Corporation") for Quarter 1 of 2020 ("the Reports" or "the Reports for the Interim Period"); 

(2) To the best of my knowledge, the interim financial statements and other financial information included 
in the Reports for the Interim Period do not include any representation 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 interim financial statements and other financial information in 
included in the Reports for the Interim Period 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: 

(i) 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 included in the Reports for the Interim Period 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 - 

(ii) 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 - 

(i) 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, is brought to my knowledge by others in the Corporation and in the subsidiaries, particularly 
during the period of preparation of the Reports; and - 

(ii) 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. 

(iii) No event or matter has been brought to my attention during the period between the Last Periodic 
Report and the date of this report that refers to the interim financial statements and all financial 
information included in the Reports for the Interim Period that changes the conclusion of the 
Board of Directors and Management in respect of the effectiveness of the internal controls on the 
Corporation's financial reporting and disclosure. 

Nothing in the foregoing shall derogate from my responsibility or that of anyone else in law. 

 

   

June 29, 2020  Barak Mashraki 

Deputy CEO & CFO 
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