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2020 on oil and gas assets, to the amount of USD 452 million pre-tax (USD 271 million, post-
tax). Thus, the overall write-downs recognized in the reporting period on oil and gas operations 
in the North Sea totaled USD 396 million, post-tax.  

Furthermore, the Group, through an independent third party appraiser, performed additional 
tests for impairment of goodwill attributable to the 'Oil and Gas Development and Production 
Assets in the North Sea' unit as whole. These tests were performed as of June 30, and 
December 31, 2020. The unit's recoverable amount was measured as the fair value of the 
investment in oil and gas production operations in the North Sea, net of selling costs. As of June 
30, 2020, this amount was estimated at USD 1.2 billion; as of December 31, 2020, the amount 
was estimated at USD 1.9 billion. This value is higher than the carrying amount for the 
investment in this unit for each of the above date. The Group is therefore not required to 
recognize additional impairment on goodwill.  

For more information, see Notes 12U and 14 to the financial statements.  

The valuation appraising the oil and gas assets in the North Sea and goodwill as of December 
31, 2020, is attached as Appendix C to this report. 

In 2020, Ithaca paid USD 120 million in dividends.  

Finance income (expenses) from hedges 

As part of its risk management strategy, Ithaca hedges oil and gas prices, mainly through put 
options and swaps. As of December 31, 2020, Ithaca had open price hedges on 9 mmbl of oil, 
at an average hedged price of USD 43/bbl. Ithaca also had open price hedges on 497 million 
therms of gas, at an average hedged price of 45 pennies/therm. The value of these hedges as 
of December 31, 2020 reflects a liability of USD 73 million (NIS 235 million).  

It is noted that, in light of the drop in oil prices, in the reporting period Ithaca exercised some of 
its hedges, and swapped them for hedges reflecting current oil price forecasts. These activities 
generated a cash flow of USD 156 million for Ithaca in the reporting period. For more 
information on these hedges, see Note 20A to the financial statements. 

Other finance expenses, net 

Net finance expenses (excluding effects from hedges) totaled USD 233 million in the reporting 
period, as compared to USD 158 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. 

For more information concerning Ithaca's operations, see Notes 10F, 12U, 14, and 24A(3)(1) to 
the financial statements and Part A of the Periodic Report - Description of the Company’s 
Business. 

C) Additional operations 

Infrastructures  

For information concerning the sale of the Group's holdings in power plants, see Note 10J12 to 
the consolidated financial statements. 

For information concerning the sale of the Company's remaining holdings (20%) in IDE, see 
Note 10H to the financial statements.  
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B. Market Risk Exposure and Management 

1. The following table details Israeli CPI data and exchange rates for the primary currencies used 
by the Group: 

As of 

USD 
representative 
exchange rate 

NIS 

GBP 
representative 
exchange rate 

Known CPI  
Points *) 

    

December 31, 2020 3.215 4.391 100.08 

December 31, 2019 3.456 4.559 100.68 

    

Change during the year % % % 

    

2020 (6.97) (3.69) (0.60) 

2019 (7.79) (4.88) 0.30 

2018 8.10 2.39 1.20 

*) Base index - 2014 average. 
 



Board of Directors Report Delek Group Ltd. 

 

B - 29 

C. Aspects of Corporate Governance 

1. Corporate responsibility and philanthropy  

As a leading commercial company, the Delek Group is committed to principles of corporate 
responsibility in both social and environmental matters. The Group's social responsibility activities are 
coordinated through the Delek Science, Education and Culture Foundation (PBC) ("the Delek 
Foundation"), a wholly-owned (100%) Group subsidiary.  

The Delek Foundation promotes and supports the promotion of education, heritage (including projects 
promoting Jewish heritage), culture, social welfare, and science in Israel. This support is reflected in 
donations to institutions operating in these fields, and in scholarships awarded to students in academic 
institutions and in secondary schools. The Delek Foundation also donates to various charitable 
causes, mainly through organizations helping and supporting the less fortunate. 

In 2018, 2019, and 2020, the Delek Foundation donated a total of NIS 8.6 million, NIS 3.1 million, and 
NIS 1.7 million, respectively.  

In 2018, 2019, and 2020, a respective total of 84%, 55%, and 26% of the Delek Foundation’s funds 
were donated to heritage causes.  Additional donations in these years went toward education, culture, 
and welfare, and toward other Delek Foundation causes.  

The Group focuses its corporate responsibility activities on promoting education and supporting youths 
in Israel. The Delek Foundation works towards these ends through several channels:  

A) Supporting the students of the "Ehad Meshelanu" pre-military program, which helps at-risk 
youths to enlist for their military service and volunteer for combat service. The "Ehad 
Meshelanu" program has achieved outstanding enlistment rates - 94% of program graduates 
enlisted for military service, 85% enlisted and volunteered for combat service; 

B) Awarding scholarships to underprivileged students. As part of these efforts, in 2018, the Delek 
Foundation donated NIS 400 thousand to the Netanya Academic College. It is noted that Mr. 
Last, Chairman of the Company’s and the Delek Foundation’s boards, also serves as a member 
of the Netanya Academic College’s board of trustees and audit committee; 

C) Adopting a Border Police division, to which an additional unit was added this year - the 
Mista'arvim Unit, as part of the Adopt a Combat Soldier organization which helps support 
combat soldiers' welfare. 

2. Compliance plan  

In November 2012, the Company adopted an internal securities compliance plan, based on the criteria 
issued by the Israel Securities Authority. This included the preparation and/or review of existing 
procedures, and appointment of an internal compliance officer and a compliance committee. In March 
2016, the Company's Board of Directors approved an update to the internal compliance plan, based 
on an updated compliance survey conducted by the Company, and an update to the procedures 
based on legislative changes and the results of the said survey. In 2019, the Company conducted a 
new compliance survey to review and update its compliance plan.  
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3. Directors with accounting and financial expertise and independent directors 

A) The Company’s Board of Directors has determined that there shall be a minimum of two 
directors having accounting and financial expertise, as the Board of Directors believes the 
above minimum number allows the Board of Directors to fulfill its duties by law and pursuant to 
the Company's constituent documents in all matters pertaining to examination of the Company's 
financial position and the preparation and approval of its financial statements. In practice, as of 
the financial statements' approval date, the Company has 7 directors, of which 2 have 
accounting and financial expertise.  

At the end of June 2020, Mr. Avi Harel and Mrs. Yehudit Titelman Zidnberg (outside director), both of 
whom have accounting and financial expertise, announced their resignation as of July 1, 2020. On 
June 29, 2020, Mr. Udi Erez was appointed as a Company director. Based on Mr. Udi Erez' 
declarations, the Company's Board of Directors has determined that he constitutes a director having 
accounting and financial expertise. On August 25, 2020, Mrs. Ruth Dahan-Portnoy was appointed 
an outside director in the Company, having accounting and financial expertise. 

Furthermore, according to Company procedure, the Company’s auditors are invited to attend all 
Board of Directors meetings in which the financial statements are discussed, and the auditors 
are at the Board of Directors’ service to provide any explanation and clarification required in 
connection with the financial statements. 

B) The following directors have accounting and financial expertise: Mrs. Ruth Dahan-Portnoy 
(outside director) and Mr. Udi Erez (ordinary director). For information concerning their relevant 
experience and education, see Regulation 26 in Chapter D of the periodic report. 

C) Independent directors - Mr. Roni Milo is serving as an independent director. However, it is noted 
that the Company has not adopted the "provisions on the percentage of independent directors” 
as defined in Section 219(e) of the Companies Law. 

4. Disclosure concerning the Company’s internal auditor   

A) The internal auditor as of the reporting date 

1) Name of internal auditor:  Gana Gali 

2) Start of tenure:  January 1, 2016 

3) 3) Qualifications: 

CPA, BA in business administration with a major in accounting, and MA in public 
administration and internal auditing, CISA, CIA, CRMA, CRISC. 

4) The internal auditor complied with the conditions specified in Sections 3(a) and 8 to the 
Internal Auditing Law, 1992 ("the Internal Auditing Law") and Section 146(b) to the 
Companies Law, 1999 ("the Companies Law"). 

5) The internal auditor is not a Company employee, but rather provides it with internal 
auditing services as an outside service provider. In addition, the internal auditor provides 
the Company services to review the effectiveness of internal controls over the Company's 
financial reporting (ISOX). The internal auditor is a partner in Rosenblum Holtzman, 
CPAs. 

6) The internal auditor does not perform any other function in the Company other than that 
of internal auditor.  

7) The internal auditor also serves as internal auditor for Delek Drilling and the general 
partner in Delek Drilling (his tenure as internal auditor in these companies does not cause 
conflicts of interest with his duties as internal auditor for the Company). The internal 
auditor also serves as internal auditor for Cohen Development and Industrial Buildings 
Ltd., which was sold by the Delek Group in 2020. 

8) The internal auditor is not an interested party in the Company, nor is he a relative of an 
interested party in the Company, nor is he the auditing accountant or any person acting 
on its behalf. 

9) The internal auditor does not hold any securities issued by the Company or its related 
entities.  
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B) Method of appointment 

Mr. Gana's appointment as internal auditor was approved by the Company's Board on 
November 26, 2015 following the recommendations of the Company's Audit Committee, after 
the latter found Mr. Gana to possess the necessary qualifications to perform his duties, among 
other things, in light of his expertise and vast experience in internal auditing, and after Mr. Gana 
declared that he meets all the qualification requirements required to perform his duties as 
internal auditor by law, and bearing in mind, among other things, the Company's profile, its size, 
and the scope and complexity of its operations.  

C) Internal auditor’s superior 

The internal auditor reports directly to the chairman of the Company. 

D) Work plan for the reporting year 

The internal auditor in the Company follows an annual work-plan coordinated with the Chairman 
of the Board and the Company's CEO and with the Audit Committee's approval. 

The work plan leaves the internal auditor room for discretion to deviate from the plan, subject to 
formal approval from the Audit Committee. 

Considerations in determining the internal auditing work plan 

The annual work plan was formulated, inter alia, based on the following: the risks underlying the 
Company’s operations, previous experience, opportunities for streamlining and savings, 
regulation of Company operations, and review of the implementation of previous audit report 
recommendations. 

The work plan is built, among other things, based on a risk survey prepared by the internal 
auditor and which was approved by the Audit Committee on November 28, 2017. 

The work plan includes various regulatory matters which are examined every year, bearing in 
mind that the Company holds investees, and that its main investees employ separate internal 
auditors and maintain independent audit committees. The annual audit plan is proposed by the 
internal auditor. Special emphases are occasionally added by the Audit Committee. 

Transactions listed under Section 270 of the Companies Law, which were carried out in the 
reporting year, are examined by the internal auditor as part of his annual work plan. 
Furthermore, the internal auditor reviews other material transactions as per the annual audit 
plan.   

As the Company maintains holdings in investees, the audit plan is comprised of two main parts: 

1) Audit of the Company’s own operations (including, inter alia, compliance with procedures, 
cost control, management of Company funds, reporting procedures, statutory compliance 
and control over resolution performance). 

2) Ongoing monitoring of internal auditing in investees, as detailed below: 

E) Auditing of material investees 

Internal auditing includes ongoing monitoring of adequate and proper internal auditing activities 
in all of the Company's investees. 

All material investees employ internal auditors (as in-house employees or through outsourcing). 
Audit reports are discussed by the audit committees and/or by the boards of directors of these 
corporations, which include directors also serving as Company officers.  
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F) Scope of employment 

In 2020, the annual number of hours worked by Gali Gana and other internal auditors 
outsourced or employed in-house by the Company and the Group companies amounted to 
4,480 work hours.(***) 

Hours invested in internal auditing activities:  

Company Hours Notes 

The Company(*) 600  By the Company's auditor 

Delek Drilling 600 By the Company's auditor 

Delek Israel(**)  1,150 By an outside auditor 

Cohen Development(***)  30 By the Company's auditor 

Ithaca Energy 2,100 By an outside auditor 

(*) Including ongoing review of internal auditing activities in all direct and indirect Company investees.  

(**)  On October 26, 2020, the Company completed the sale of control in Delek Israel, by selling 70% of 
its share capital to a third party. As of December 31, 2020, the Company holds only 40% of Delek 
Israel's share capital. The above data represent all hours invested in internal auditing activities in 
Delek Israel in 2020. 

(***)  On April 19, 2020, the Company disposed of its investment in Cohen Development's shares. Data 
therefore reflect the proportional time worked by the internal audit in 2020 up to the sale. 

 

The Company’s Board of Directors believes that the internal auditor’s work plan and the number 
of work hours allocated for its implementation, meet the Company’s needs. The Company can 
expand the scope of internal auditing activities if necessary. 

G) The audit 

The internal audit is conducted according to generally accepted Israeli and international internal 
auditing standards, including standards established by the Institute of Internal Auditors in Israel 
(IIA) and in the US, and according to professional guidelines for internal auditing as prescribed 
in Section 4(b) to the Internal Auditing Law. 

The Company's Board has been satisfied that the auditor complies with all the above requirements 
and conditions, considering the internal auditor's statement as submitted to the Board. 

H) Access to information 

The internal auditor has full, unrestricted, continuous and direct access to the Company's 
information systems, including financial data, for conducting internal audit activities under 
Section 9 to the Internal Audit Law.  

I) Internal audit report 

Internal audit reports are submitted in writing, circulated, and discussed by the Company's Audit 
Committee. Furthermore, specific meetings and discussions are held by the audit committees of 
investees, concerning audit findings. The audit reports were discussed by the Audit Committee 
in its meetings of June 8, 2020, and December 30, 2020. 

J) Board of Directors’ assessment of the internal auditor’s work 

The Company’s Board of Directors believes that the scope of internal auditing in 2020, the 
nature and continuity of these activities and the Company’s internal auditor’s work plan are 
reasonable, and achieve the purposes of the internal auditing function.  

K) Compensation 

The internal auditor’s employment terms are as follows: 

1) Overall annual fee of NIS 115,000 (plus VAT). 

2) The Board of Directors believes the internal auditor’s remuneration does not affect or 
undermine the exercise of his professional judgment. 
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5. Auditors' Fees 

 For the year ended December 31 

 2020 2019 

 Audit and tax services Other services Audit and tax services Other services 

 
Hours 

NIS 
thousands 

Hours 
NIS 

thousands 
Hours 

NIS 
thousands 

Hours 
NIS 

thousands 

The Company and wholly owned HQ 
companies 

        

Kost Forer Gabbay and Kasierer 7,154 1,893 - - 9,010 2,728 700 564 

Other consolidated companies         

         
Delek The Israel Fuel Corporation Ltd.*)         

Kost Forer Gabbay and Kasierer 5,135 1,121 146 48 6,143 1,498 - - 

         
Delek Drilling Limited Partnership         

Kost Forer Gabbay and Kasierer, and Ziv Haft 
serve as joint auditors for Delek Drilling Limited 
Partnership 

8,812 2,078 5,859 2,974 11,218 2,056 3,037 1,485 

Somekh Chaikin 185 22 - - 302 30 - - 

Ithaca Energy Inc.         

PWC - - - - 547 499 2,347 2,138 

EY UK 6,467 2,952 - - 5,760 2,652 - - 

(*) On October 26, 2020, the Company sold its control in Delek Israel. As of that date, the Company's investment in Delek Israel is treated as per the equity method (associate 
company). Data in the above table represent 100% of the fees and hours invested in Delek Israel in 2020. 
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6. Disclosure on the financial statements' approval process 

The Company's Board of Directors is the corporate organ charged with overall supervision and 
approval of the financial statements.  

7. Classification of Negligible Transactions  

On August 30, 2009, the Company’s Board of Directors resolved to adopt guidelines and principles for 
classifying a transaction as a negligible transaction in keeping with the Securities Regulations 
(Periodic and Immediate Reports), 1970 ("the Reporting Regulations"), both as regards transactions 
with interested parties listed in the financial statements, and as regards controlling shareholder 
transactions.  

The Company’s Board of Directors has determined that a transaction will be deemed negligible if it 
meets all of the following conditions: 

A) Its value does not exceed 0.1% of the Company’s equity net of non-controlling interest, as 
stated in the Company’s most recent annual financial statements.  

B) It does not constitute an extraordinary transaction (as defined in the Companies Law). 

C) The transaction is also qualitatively negligible. 

D) In long-term transactions (e.g. - multi-year property leases), the negligibility of the transaction 
will be examined on an annual basis (for example - does the annual lease exceed the aforesaid 
amount). 

E) In insurance transactions, the premium will be examined as representing the transaction's 
value, as opposed to the scope of the insurance coverage provided. 

F) Each transaction will be examined individually, but the negligibility of related or contingent 
transactions will be examined in aggregate. 

G) Where a question arises concerning the application of the above criteria, the Company will 
exercise judgment and will examine negligibility based on the aim of the reporting regulations 
and guidelines above.  

On December 28, 2014, June 15, 2017, and May 29, 2019, the Company's Audit Committee decided 
to update the Company's negligible transactions procedure, and add the following: 

Any transaction in which the Company signs joint agreements to receive consulting services from 
employees or third parties in various matters including, but without limitation: law, regulation, finance 
and/or investments, tax and media, will be considered negligible if it meets all the rules set forth in the 
Company's negligible transactions procedures, provided that expenses for the transaction do not 
exceed NIS 2 million, and the terms of the transaction for the Company are no different than its terms 
for the associate or the controlling shareholder, pro rata. For long-term transactions, compliance with 
negligible value will be tested on an annual basis (for each calendar year). For example, in a long-term 
contract, scope of employment will be measured using the annual consultancy fees/wages.  

Each year, the Audit Committee will check that transactions specified in this report meet the above 
non-significance criteria. 
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D. Disclosure relating to the Company's financial reporting 

1. Critical accounting estimates  

For information about main accounting estimates, see Note 2B to the consolidated financial 
statements. 

2. Events after the financial position statement date 

For information on material events subsequent to the financial position statement date, see Chapter A 
to the Board of Directors' Report. 
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E. Dedicated disclosure for debenture holders 

1. Data concerning the Company's debentures, including debentures held by a wholly-owned subsidiary partnership of the Company: 

Series 

Issue date 
(including 

expansions) 

Par 
value 

Original 

Par value 
balance as 
of Dec. 31, 

2020 
Nominal interest 

rate Linkage 

Carrying 
amount as 
of Dec. 31, 

2020 

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

Repayment dates  
(principal/ interest) 

Stock 
exchange 

value as of  
December 
31, 2020 Trustee 

B13 3/2007 913 183 
Until listing - 
+5.1%, after listing 
- 4.6% 

Israeli CPI 222 3 
Principal and interest payments 
on Mar. 29 and Sept. 29, 2021 

190 
Hermetic Trust (1975) Ltd. 113 
Hayarkon St. Tel Aviv Tel: 03-
5274867 - Dan Avnon 

B18 
11/2009 
6/2010 
7/2011 

1,062 354 6.1% Israeli CPI 385 4 

Interest payments on Apr. 30 
and Oct. 31 and principal 
payments on Oct. 31 in each of 
2021-2022 

263 

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

B19 11/2010 560 280 4.65% Israeli CPI 297 2 

Interest payments on May 10 
and Nov. 10 and principal 
payments on Nov. 10 in each of 
2021-2022 

200 
Hermetic Capital Ltd. 113 
Hayarkon St. Tel Aviv Tel: 03-
5544553 - Tzuri Galili 

B22 6/2007 500 125 4.50% Israeli CPI 151 - 
Principal and interest payments 
on Jun. 30 and Dec. 31, 2021 

117 

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 60 

Interest payments on Aug. 20 
and Feb. 20 and principal 
payments on Feb. 20 in each of 
2021-2025 

2,032 
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 13 

Interest payments on Jul. 10 
and Jan. 10 in each of 2021-
2022; principal payment on Jan. 
10, 2022 

519 
Hermetic Trust (1975) Ltd. 113 
Hayarkon St. Tel Aviv Tel: 03-
5274867 - Dan Avnon 

B34 2/2018 521 480 

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

Un-linked 480 - 

Interest payments on Jun. 30 
and Dec. 31 and principal 
payments on Dec. 31 (except 
Dec. 31, 2022) in each of 2021-
2028 

309 
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 on the debenture settlement plan, see Note 19 to the financial statements. 

4. For a current rating report on the Company's Debentures (Series B13, B22, B31, B33, B34) (in this paragraph – “the Debentures”), see S&P Maalot's 
report, subsequent to the financial position statement date, of January 31, 2021, included herein by way of reference, adjusting the Debentures' rating 
from ilCCC-Developing to ilB-Developing. For more information, see the Company’s immediate report of January 31, 2021 (ref. no. 2021-01-012097), 
included here by way of reference. 

It is noted that, in 2020, S&P Maalot updated its rating reports as follows: on September 30, 2020, S&P Maalot updated its rating for the debentures 
from ilCCC-Negative to ilCCC-Developing; on May 5, 2020, S&P Maalot announced that it would downgrade its rating for the Debentures from ilBBB-
Negative to ilCCC-Negative; on April 1, 2020, S&P Maalot announced that it would downgrade its rating for the Debentures from ilA/Stable to ilBBB-
Negative.  
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Financial covenants (debentures) 

In June 2020, 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 Notes 1C and 19 to the financial statements. 

 



Board of Directors Report Delek Group Ltd. 

 

B - 39 

F. Additional information  

1. Buyback of securities 

On December 27, 2018, the Company's Board of Directors approved a buy-back plan (through the 
subsidiary partnership) of Company shares and/or debentures to a monetary amount of up to NIS 100 
million, for the period of January 1, 2019 to December 31, 2019. Furthermore, on October 6, 2019, the 
Company's Board of Directors approved another buy-back plan (through the subsidiary partnership) of 
Company shares and/or debentures to a monetary amount of up to NIS 100 million, for the period of 
October 6, 2019 to October 7, 2020. 

As part of these plans, in 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.  

Furthermore, in 2020, the subsidiary partnership bought an additional 135,662 shares in the Company 
in consideration for NIS 60 million. As of December 31, 2020 and the report's approval date, the 
subsidiary partnership held 586,422 Company shares. In 2020, 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  Idan Wallace 
   

Chairman of the Board  CEO 
   
   
   
   

Signature date: March 30, 2021  
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Appendix A to the Board of Directors' Report 

Breakdown of principal and interest payments on the Company and the staff companies' debentures 
and bank and other loans as of December 31, 2020 (in NIS millions):  

 
2021 2022 2023 2024 2025 

2026 
onward Total 

Debentures  
Principal 915 1,778 796 796 796 244 5,325 

Interest 260 188 119 77 35 26 705 

Bank and other 
loans (*) 

Principal 24 - - 104 - - 128 

Interest 8 7 7 - - - 22 

Total 1,207 1,973 922 977 831 270 6,180 

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

Following on Note 12 to the financial statements and following a tax authority decision received by Delek 
Overriding Royalty Leviathan Ltd. prior to a debenture issuance, the following financial data will be provided 
to Delek Overriding Royalty Leviathan Ltd.'s debenture-holders: 

Statements of Financial Position (Dollars in thousand) 

    December 31  December 31 

  Note  2020  2019 

Current assets       

       

Cash and cash equivalents  3  3  - 

Short-term investments  4  326  - 

Royalties and other receivables  5  1,328  - 

       

Total current assets    1,657  - 

       

Non-current assets       

       

Long-term investments  4  19,613  - 

Loan to controlling shareholder  7  76,334  - 

Assets in respect of ORRI  1B  197,704  - 

Deferred Taxes    888  - 

Total non-current assets    294,539  - 

       

    296,196  - 

       

 

Current liabilities       

       

Other payables  8  877  - 

Total current liabilities    877  - 

       

Non-current liabilities       

       

Debentures  9  169,001  - 

       

Total non-current assets    169,001  - 

       

Equity       

Share capital     295  - 

Share premium    127,275  - 

Retained earnings    (1,252)  - 

Total equity    126,318  - 

       

    296,196  - 
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Statements of Comprehensive Income (Dollars in thousand) 

     

 

    For the year end 

  
Note  

31.12.2020 
 

31.12.2019  
December 31, 

2018 

         

Revenue from overriding royalties  6  1,335  -  - 

         

General and administrative expenses  10  203  -  - 

Depletion    712  -  - 

Operating profit    420  -  - 

Financing expenses  11  2,883  -  - 
         

Financing income  11  (1,067)     

Loss before income tax    (1,396)  -  - 

Income tax  13  144  -  - 

Loss and total comprehensive loss     (1,252)  -  - 

         

*)  The company’s operations started at October 28 2020. 
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Statements of changes in shareholders equity (Dollars in thousand) 

 
Share capital 

Share 
premium 

Retained 
earnings Total 

     

     

Balance as at January 1, 2018 * - - * 

Total comprehensive income (loss) - - - - 

     

Balance as at December 31, 2018 * - - * 

     

 
Share capital 

Share 
premium 

Retained 
earnings Total 

     

Balance as at January 1, 2019 * - - * 

Total comprehensive income (loss) - - - - 

     

Balance as at December 31, 2019 * - - * 

     

 
Share capital 

Share 
premium 

Retained 
earnings Total 

     

Balance as at January 1, 2020 * - - * 

Total comprehensive income (loss) ** - - (1,252) (1,252) 

overriding royalties 295 127,275  127,570 

     

Balance as at December 31, 2019 295 127,275 (1,252) 126,318 

     

*  Less 1 thousand dollars. 

**)  The company’s operations started at October 28 2020. 
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Statements of Cash Flows (Dollars in thousand) 

 For the year ended 

 31.12.2020 (*31.12.2019 (*31.12.2018 

    

Cash Flows - Current Operations:    

Loss for the year (1,252) - - 

Adjustments for:    

Depletion and depreciation 1,252 - - 

Deferred Taxes (888) - - 

    

Changes in assets and liabilities items:    

Increase in trade and other receivables (1,328) - - 

Increase in trade and other payables 2,134 - - 

    

Net cash used for current operations (82) - - 

    

Cash Flows - Investment Activity:    

Investment in oil and gas assets (70,815) - - 

Loan granted to controlling shareholder (80,037) - - 

Repayment of loans to controlling shareholders 3,703 - - 

Long-term deposit in bank deposits (20,900) - - 

Short-term deposit in bank deposits (326) - - 

Net cash deriving from (used for) investment activity (168,375) - - 

    

Cash Flows - Financing Activity:    

Bond offering (net of issue costs) 168,460 - - 

Net cash deriving financing activity 168,460 - - 

    

Increase in cash and cash equivalents 3 - - 

Cash and cash equivalents balance at the beginning of the 
year - - - 

Cash and cash equivalents balance at the end of the year 3 - - 

Annex A - Finance and investment activity not involving 
cash flows:    

Investments in oil and gas assets against share premium 127,601 - - 

    

Annex B - Additional information on cash flows:    

Interest paid  2,328 - - 

    

*)  The company’s operations started at October 28 2020. 
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Appendix C to the Board of Directors' Report 

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

A. Impairment testing for goodwill attributable to the cash-generating unit 'Oil and Gas Development and 
Production Assets in the North Sea', and testing for impairment of oil and gas assets in the North Sea.  
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March 23, 2021 

Private and Confidential  

Tamir Polikar  

Chief Financial Officer 

DKL Investments Limited 

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. Polikar, 

Pursuant to your request, Duff & Phelps Ltd (“Duff & Phelps” or “D&P”) have been engaged by DKL Investments 

Limited (“DKL”) to provide valuation services relating to the impairment test analysis (the “Services”) of Delek Group 

Ltd.’s (“Delek”) investment in Ithaca Energy Limited (“Ithaca” or the “Company”) for financial reporting purposes.   

The objective of our analysis was to provide recommendations of the recoverable amount (“Recoverable Amount”) of 

Delek’s investment in Ithaca and certain specific oil fields of Ithaca as of December 31, 2020 (the “Valuation Date”). 

We understand that the results of our analysis will be used solely for the purpose of assisting the Delek’s management 

(“Management”) in estimating the Recoverable Amount of Ithaca in accordance with International Accounting Standard 

36: Impairment of Assets (“IAS36”).  

We are aware that you wish to use our valuation for the preparation of the financial statements of Delek and if 

necessary, also to attach it to the financial statements. The full details of the terms of our engagement are included in 

our engagement letter dated January 22, 2021. 

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, 

 

DRAFT  

 

Duff & Phelps Ltd. 

By: Mathias Schumacher 

      Managing Director 
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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.  

Scope of Services – IAS 36 

Duff & Phelps was retained by DKL Investments Limited to assist with the 

performance of certain procedures, as set out below, relating to the application 

of IAS 36: Impairment of Assets. The Services consisted solely of assisting 

Delek with performing the impairment test of its investment in Ithaca under IAS 

36 for financial reporting purposes.  

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 estimated the 

Recoverable Amount, as defined below, of the investment in Ithaca in order to 

compare with the carrying amount (“Carrying Amount”) to determine the potential 

risk of impairment. Our estimation of the Recoverable Amount of the investment 

in Ithaca reflects the operation of both the Ithaca and newly acquired CNSL 

assets. Further to our impairment testing of the investment in Ithaca, we have 

also assessed the Recoverable Amount(s) of other fields to assess possible 

impairment of individual fields. 

In October 2015, Delek acquired 19.9 percent of the equity of Ithaca. On 

February 6, 2017, Delek further announced that it had signed an agreement with 

Ithaca to purchase the remaining shares of the Company, then representing 80.8 

percent of the total equity, through its subsidiary DKL Investments Ltd. This 

decision was made in support of Delek’s greater strategy to expand its 

international energy operations. Delek’s intention at the time of the transaction 

was to continue Ithaca’s core operations, focusing on the development of the 

GSA assets. 

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

Delek Group is an independent exploration and production company focused on 

the development of reserves in the Levant Basin off the coast of Israel, including 

Leviathan and Tamar among others. In addition, Delek has international 

operations, with a focus on high-potential opportunities in the North Sea through 

Ithaca, as well as in North America. Delek’s shares are traded on the Tel Aviv 

Stock Exchange (TASE: DLEKG) and are part of the TA 35 Index.1 

Ithaca Energy Ltd 

Ithaca is an oil and gas operator with assets focused in the North Sea, with an 

asset base including both producing and exploratory oil and gas fields. Ithaca’s 

primary focus is on the development of the Greater Stella Area (“GSA”) licenses, 

located in the Central North Sea. Ithaca first became involved with the GSA 

assets in 2008, when it completed transactions with Shell, Esso, and Maersk to 

acquire an interest in the Stella and Harrier licenses.  

The GSA assets are comprised of the Stella, Hurricane, Harrier, Vorlich, and 

Austen discoveries. These five fields are serviced from a central hub known as 

the FPF-1 floating production facility (the “FPF-1”). The FPF-1 was refurbished 

beginning in 2011 and work was completed in August 2016. Following the 

completion of FPF-1 updates, production began at the Stella field in February 

2017. Ithaca 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 

Company 

Profile(s) 

DRAFT



 

DUFF & PHELPS       

 7 

 

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.  

As at June end Brent Crude (“Brent”) and West Texas Intermediate (“WTI”) oil 

were trading at USD 41.3/bbl. and USD 39.3/bbl. respectively.2 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.  

2020 remained a challenging year for the energy sector. As the market 

turbulence halted towards the end of the year, there were signs of a nascent 

recovery. Price of crude stabilized towards the USD 50’s range and some in the 

industry expect the oil cycle is turning in their favor. The IEA projects oil 

consumption will rise by approximately 6 million bpd in 2021 averaging c. 97 

million bpd. This still is below the pre-pandemic demand levels of 100 million bpd 

in 2019. A reduction in air travel combined with less gasoline and gasoil demand 

is cited as the primary rationale for the projected lower 2021 demand. This 

coupled with uncertainty surrounding economic recovery further adds pressure 

to the projected demand for hydrocarbons.  

On the supply side – the price collapse in 2020 did stifle investment in the 

hydrocarbon industry while social distancing measures on the rigs and platforms 

delayed drilling and other operational activities. According to the US EIA, US 

crude output (shale including) fell from over 12 mbpd in 2019 to c. 11 mbpd in 

2020. 

 

2 S&P Capital IQ 

World Oil & 

Gas Market 
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Though the unconventional sector did stabilize towards H2 2020, it is assumed 

that the robust-growth days for the shale sector are behind us. That said, one of 

the key variables for the oil sector will be how the operators respond if the crude 

price rises much above the USD 50/bbl mark. Globally, the IEA forecasts 

production sans Opec to increase by 0.5 mbpd in 2021 after witnessing a decline 

of c. 2.6 mbpd in 2020.  

2021 could be viewed as a transition year and market rebalancing for supply and 

demand is expected to occur towards 2022. US produced oil will join Europe’s 

pricing benchmark in the coming months, reflecting the changing shape of the 

global oil market. The move is designed to prop up a mechanism that is 

vulnerable to expected output declines in the North Sea, while the US shale 

boom has led to barrels of US oil flowing into Europe each month. Still, the 2021 

(and beyond) outlook remains uncertain and cooperation amongst OPEC & Non-

OPEC countries is essential in order to stabilize the global supply-demand 

dynamics. This along with the energy transition move gaining momentum, poses 

additional challenges for the hydrocarbon sector.  
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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 Amount. 

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; 

• Production profile provided by Management. These forecasts are 

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

Associates Inc. (“NSAI”); 

• NSAI’s draft report summarizing their findings and projections; 

• Brent price forecast – 31.12.2020 prepared by Chen Herzog, Chief 

economist & Partner, BDO;  

• Brent oil price forecast used by Management; 

• Carrying Amount of Ithaca and certain fields; 

• 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 

In addition, we held meetings, in person or via telephone conference, with the 

following people: 

• Tamir Polikar, CFO, Delek Group 

• Gilad Myerson, CEO, DKL Investments 

• David Crawford, CFO, Ithaca Energy; and 

• James McPetrie, Corporate Finance Manager, Ithaca Energy 

 

 

 

 

Sources of 

Information 
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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; 

• 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 through the application 

of the Income Approach; and 

• Comparison of the Recoverable Amounts of Ithaca to the respective 

Carrying Amount in order to test for impairment as of the Valuation 

Date. 

 

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 Amount. 

As described under Financial Reporting Requirements, impairment is indicated 

if the Carrying Amount 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 Amount 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 have 

considered the Company’s financial forecasts. These include forecasts from 

Ithaca’s fields and the acquired CNSL fields. We have detailed the fields and 

Ithaca’s working interest in each field (“WI”) in the table below: 

 

 
     Source: Management provided financial model 

Valuation 

Approach 

Ithaca 

Operations 

Ithaca  CNSL 

Field Working Interest  Field Working Interest 

Stella 100%  Captain 85% 

Hurricane 100%  Alba 23% 

Harrier 100%  Erskine 50% 

Don SW 40%  Britannia 32% 

Ythan 40%  Brodgar 6% 

W Don 21%  Enochdhu 50% 

Cook 61%  Callanish 17% 

Athena 40%  Alder 74% 

Causeway 65%  Elgin-Franklin 4% 

Fionn 100%  Jade 20% 

Jacky 100%  Fortriu 22% 

Courageous 55%  Fotla 60% 

Topaz 35%  Marigold 100% 

Anglia 30%  Macallan 50% 

Broom 8%    
Vorlich 34%    
Austen 100%    
Isabella 10%    
Pierce 7%    
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Management have provided us with their updated financial model with forecasts 

for the lifetime of each of Ithaca’s and CNSL’s fields’. The production forecasts 

are based on NSAI’s reserve estimates. As at the Valuation Date, Ithaca has five 

producing fields. The fields acquired as part of the CNSL transaction include four 

fields (Captain, Alba, Erskine, and Alder) that are operated by Ithaca. 

Additionally, Isabella (10% WI) and Marigold (100% WI) have been added to the 

Ithaca & CNSL portfolio’s, respectively.  

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. Management have revised their 

production profile based on technical reports and appraisals conducted for the 

reserves by Ithaca’s consultant, NSAI as at December 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 to 70.0 percent is applied to 

the 2C reserves. We further note that 2020 production performance has also 

influenced the risk factors applied to the 2C reserves by Management in their 

updated production profile.  

The financial projections, which we relied upon for the purposes of our analysis 

were based on the following assumptions: 

Production 

Extraction of hydrocarbons is the primary driver for Ithaca’s business profile. The 

raw reserve data for each field is based on NSAI’s estimates. Management, 

based on their experience of operating these fields, apply a risking (or success 

factor) on each field. We note that the total net production has increased by c. 

38 Mmbls from Q2 2020 production forecasts. The updated production forecast 

also includes the reserve estimates for Isabella & Marigold, which were not 

included in the production forecast in Q2 2020.   

 

 

 

 

 

 

Source: Management provided forecasts (Q2 & Q4 2020) 

Financial 

Projections 
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We have also analysed 2P and 2C reserves for major fields under the CNSL and 

Ithaca portfolio’s after considering for the Company’s working interest in each 

field. The graph(s) below illustrate the un-risked reserves (kbpd): 

  

 

 

 

 

 

CNSL Fields  

 

Ithaca Fields  

 

Revenues 

Revenue for Ithaca (including CNSL fields) is derived through the extraction and 

sale of the oil, gas, and natural gas liquids (“NGL”) reserves associated with 

each of the fields’. Revenue is estimated for each field based on the respective 

field’s production profile and price forecasts for the underlying commodity over 

the life of the field.  
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Operating Expenses and Central Costs 

Management have provided us with estimates of the cash operating costs 

required for the daily operations 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. During 2020, 

Management were successful in optimizing their cost structure and thus, have 

been able to reduce their costs as compared to Q2 2020 levels.  

 

Source: Management provided financial model 

Capital Expenditures 

The Capex reflected in Management’s forecast includes 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.  

 

  Source: Management provided financial model 
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We note that Capex projections have increased by over USD 1 billion since Q2 

2020 projections. This increase in the Capex projections comprises of costs 

associated with Marigold and Isabella coming onstream. As stated before, both 

these fields were not part of the portfolio in Q2 2020.  

Additionally, there is increased production assumed for the other fields in the 

CNSL portfolio as well. Furthermore, for Captain, part of the polymer costs which 

were previously placed under Opex have been transferred to Capex.  

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.   
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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. 

 

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.  

 

 

 

Discount Rate 

Determination 
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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 2.5 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 

identify publicly traded companies that have similar risk characteristics as the 

subject company/assets in order to derive meaningful measures of beta.  

Market Equity Risk Premium 

Due to the increased risk of holding equity securities as compared to holding 

debt securities, investors demand a risk premium as part of their return on equity 

capital. This risk premium is defined as the difference between the market return 

on equity and the risk-free rate of return. Since the expectations of the average 

investor are not directly observable, the Market Equity Risk Premium must be 

inferred. Based on a review of historical and forward-looking market risk 

premium data, we applied a 5.5 percent premium. 
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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 

4.4 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.  

Weighted Average Cost of Capital Conclusion 

The resulting post-tax WACC was calculated as 9.75 percent. Please refer to 

Exhibit 16.0 for our detailed WACC calculations. 
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Present Value of Projected Cash Flows 

Based on the assumptions described above, we estimated the total present 

value of future cash flows on an Enterprise Value basis to be USD 3.10 billion 

(including working capital adjustment). We have detailed out our calculations in 

Exhibit 2.0. 

Recoverable Amount 

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

approximately USD 3.10 billion. This includes a net working capital surplus of c. 

USD 28 million as at the Valuation Date. We have made further adjustments for 

Gross Debt of USD 1.49 billion. We further note that Delek’s Shareholder Loan 

to Ithaca of USD 272.0 million is a part of the Gross Debt. We have therefore, 

added this back in our calculations to arrive at the Net Equity Value including 

Shareholder Loans. The table below illustrates our calculations to derive the 

Equity Value.  

           Equity Value (USD 000s) 

Adjusted Enterprise Value      3,096,563  
Less: Gross Debt     (1,492,000) 
Add: Cash             1,000  
Add: Shareholder Loan         272,000  

  

Equity Value      1,877,563  

Equity Value (rounded)      1,878,000  

  

 

 

 

 

 

 

 

 

 

Recoverable 

Amount 
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Enterprise Value Bridge  

H1 2020 was marred by the pandemic and the impact on the global oil & gas 

sector was severe. Oil majors and IOCs wrote down asset values, revisited their 

FID calculations and corrected their long-term price forecasts. Global oil & gas 

sector did witness some stability towards Q4 2020, and the market sentiment 

was relatively positive.  

Management, in conjunction with NSAI, have subsequently revised their 

production forecasts and the associated investments needed accordingly. As 

stated earlier, the net production for Q4 2020 is c. 38 Mmbls higher than the Q2 

2020 forecast. To achieve this production level, additional Capex has also been 

accounted for in the latest projections. 

As part of our analysis, we have assessed the impact of certain key inputs and 

presented the findings in an enterprise value bridge. This value bridge illustrates 

the rationale behind an increase in enterprise value from June to December 

2020. Please note our June and December 2020 EVs are without the working 

capital adjustments. 

 

     Source: D&P Analysis 

Commentary on the enterprise value bridge: 

• We have utilized our June 2020 concluded value of USD 2.5 billion as 

the starting point. 

• After removing the cash flow impact for 2020 and the time period factor, 

we arrive at the 2020 Roll-Forward enterprise value of USD 2.45 billion. 

• Our calculated discount rate has slightly reduced from 10.0 percent in 

June 2020 to 9.75 percent in December 2020. Additionally, 

Enterprise 

Value 

Movement 

(Q2-Q4 2020) 
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Management have revised their Brent Oil price assumptions, upwards. 

Both these factors result in an increase in the value. 

• Marigold and Isabella are additions to the combined portfolio. Ithaca 

holds a 100.0 percent and 10.0 percent working interest in Marigold 

and Isabella, respectively. The addition of these fields results in an 

increase of c. USD 200 million. 

• We also note that the expected production profile in the CNSL portfolio 

has increased since June 2020 levels. The increased production leads 

to an increase of c. USD 600 million. 

• Cost optimizations lead to a reduction in the Opex. Part of this reduction 

also relates to shift of polymer costs (for Captain field only) from Opex 

to Capex.  

• In order to achieve higher production and bringing new fields onstream, 

additional Capex has also been projected. This leads to a reduction in 

value of c. 400 million. 

• After incorporating the above-mentioned changes, we arrive at an 

enterprise value of c. USD 3.07 billion for December 2020.  

 

 

Management have provided us with the Carrying Amount of the investment in 

Ithaca as per Delek’s records. In estimating the Carrying Amount 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 Amount. As of the Valuation Date 

the balance of the loan including accrued interest was USD 272.0 million. As 

stated above, we have included this in our calculations. 

As provided to us by Management, the estimated Carrying Amount of the 

investment in Ithaca amounts to USD 1.17 billion.  

 

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

Date is above the Carrying Amount of the investment in Ithaca, thus, indicating 

no Goodwill Impairment as of the Valuation Date. 

 

IAS 36 Impairment Conclusion (USD 000s) 

Estimated Recoverable Amount 1,878,000 

Carrying Amount at Valuation Date 1,169,000 

  
Indicated Excess / (Impairment) 709,000 

 

Calculation of 

Carrying 

Amount 

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.  

As part of our analysis, we have looked at cash flows for certain individual oil 

fields. Additionally, there are oil fields which are grouped together and 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. In addition, we have 

estimated the Recoverable Amount of certain oil fields or group of oil fields. 

Please refer to Exhibit 3.0 for further details on filed - specific impairment(s).  

Methodology 

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

assets as utilised in calculating the Recoverable Amount for the investment in 

Ithaca. 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 field-by-field 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 field-specific impairment test: 

Individual 

Fields 

GSA Britsats

Stella Britannia

Harrier Callanish

Hurricane 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 

we have therefore excluded them when estimating the NPV of an 

individual field in order to avoid double-counting. 

 

• We have not included a separate line of cash flows related to the 

general and administrative (“SG&A”) costs for individual fields. We 

understand that the majority of administrative expenses relating to the 

fields are onshore support costs. Management have 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 reflect 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 field-specific 

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 – 15.0 for field-level cash flows. 

The following table illustrates the Carrying Amount and the Recoverable Amount 

for individual fields:  

 

 

Field Net Book Value (1)

Recoverable 

Amount (2)

Possible 

Impairment

GSA Fields 353,489 350,628 (2,861)              

Britsats Fields 147,938 253,234 -                  

Cook 130,194 174,207 -                  

Pierce 34,665 58,804 -                  

Austen 72,116 110,370 -                  

Isabella -                       24,523 -                  

Captain 1,079,315 1,423,555 -                  

Alba 34,841 31,086 (3,755)              

Erskine 70,389 140,597 -                  

Elgin Franklin & W Franklin 97,778 163,613 -                  

Jade 24,937 61,770 -                  

Marigold/ Yeoman 6,341 175,342 -                  

(1) Provided by Management

(2) Calculated using a discont rate of 9.75%
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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. 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. 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 individual fields 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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Delek Group Ltd. Exhibit 3.0

Ithaca Energy Ltd. Impairment Testing
Valuation Date: December 31, 2020

Field Values

Currency in USD Thousands (Unless otherwise noted) DRAFT - For Discussion Purposes Only

Field

Net Book Value 

(1)

Recoverable 

Amount (2)

Possible 

Impairment

GSA Fields 353,489 350,628 (2,861)              

Britsats Fields 147,938 253,234 -                   

Cook 130,194 174,207 -                   

Pierce 34,665 58,804 -                   

Austen 72,116 110,370 -                   

Isabella -                        24,523 -                   

Captain 1,079,315 1,423,555 -                   

Alba 34,841 31,086 (3,755)              

Erskine 70,389 140,597 -                   

Elgin Franklin & W Franklin 97,778 163,613 -                   

Jade 24,937 61,770 -                   

Marigold/ Yeoman 6,341 175,342 -                   

Notes:

(1) Provided by Management.

(2) Please refer to the individual Exhibits for detailed calculations.
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Delek Group Ltd. Exhibit 4.0

Ithaca Energy Ltd. Impairment Testing
Valuation Date: December 31, 2020

GSA Fields Summary of Values

Currency in USD Thousands (Unless otherwise noted) DRAFT - For Discussion Purposes Only

Field Name Post Tax Field NPV

Stella 34,698                           

Harrier 114,577                         

Hurricane 39,771                           

Vorlich 134,467                         

Courageous 27,115                           

Total 350,628                         
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Delek Group Ltd. Exhibit 4.1

Ithaca Energy Ltd. Impairment Testing

Valuation Date: December 31, 2020

GSA Field Cash Flows: Stella

Currency in USD Thousands (Unless otherwise noted) DRAFT - For Discussion Purposes Only

01/01/2021 01/04/2021 01/07/2021 01/10/2021 01/01/2022 01/04/2022 01/07/2022 01/10/2022 01/01/2023 01/01/2024 01/01/2025 01/01/2026 01/01/2027 01/01/2028

31/03/2021 30/06/2021 30/09/2021 31/12/2021 31/03/2022 30/06/2022 30/09/2022 31/12/2022 31/12/2023 31/12/2024 31/12/2025 31/12/2026 31/12/2027 31/12/2028

Stella Notes: Q1 2021 Q2 2021 Q3 2021 Q4 2021 Q1 2022 Q2 2022 Q3 2022 Q4 2022 2023 2024 2025 2026 2027 2028

Net Production

Oil (mbbl) 50                   50                50                50                28                28                28                28                61                42                30                22                16                12                

NGL (mbbl) 27                   27                27                27                16                16                16                16                40                27                19                14                10                7                  

Gas (mboe) 148                 148              148              148              86                86                86                86                219              150              106              76                56                41                

Total Net Production (mboe) (1) 226                 226              226              226              130              130              130              130              320              219              154              111              82                60                

Net Revenue (1) 8,691              8,687           8,684           8,681           4,920           4,918           4,916           4,914           12,116          8,562           6,229           4,628           3,529           2,682           

Net Opex (1) (296)                (296)             (296)             (296)             (1,621)          (1,621)          (1,621)          (1,621)          (4,607)          (4,426)          (2,528)          (2,115)          (2,283)          (2,340)          

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

Total Net Field Cash Flows 8,395              8,392           8,388           8,385           3,299           3,297           3,295           3,293           7,510           4,136           3,701           2,513           1,246           342              

Discount Period 0.12                0.37             0.62             0.87             1.12             1.37             1.62             1.87             2.50             3.50             4.50             5.50             6.50             7.50             

Present Value of Net Field Cash Flows @ 9.75% 8,299              8,199           8,008           7,819           3,006           2,935           2,866           2,798           6,019           3,021           2,462           1,523           688              172              

01/01/2029 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

31/12/2029 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

Notes: 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042

Net Production

Oil (mbbl) 6                     3                  -               -               -               -               -               -               -               -               -               -               -               -               

NGL (mbbl) 4                     2                  -               -               -               -               -               -               -               -               -               -               -               -               

Gas (mboe) 20                   10                -               -               -               -               -               -               -               -               -               -               -               -               

Total Net Production (mboe) (1) 30                   15                -               -               -               -               -               -               -               -               -               -               -               -               

Net Revenue (1) 1,382              691              -               -               -               -               -               -               -               -               -               -               -               -               

Net Opex (1) (1,337)             (708)             (0)                 -               -               -               -               -               -               -               -               -               -               -               

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

Total Net Field Cash Flows 45                   (17)               (0)                 -               -               -               -               -               -               -               -               -               -               -               

Discount Period 8.50                9.50             10.50           11.50           12.50           13.50           14.50           15.50           16.50           17.50           18.50           19.50           20.50           21.50           

Present Value of Net Field Cash Flows @ 9.75% 21                   (7)                 (0)                 -               -               -               -               -               -               -               -               -               -               -               

Pre-Tax Field NPV 57,830            

Tax Rate: (2) 40.0%

Post-Tax Field NPV 34,698            

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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Delek Group Ltd. Exhibit 4.2

Ithaca Energy Ltd. Impairment Testing

Valuation Date: December 31, 2020

GSA Field Cash Flows: Harrier

Currency in USD Thousands (Unless otherwise noted) DRAFT - For Discussion Purposes Only

01/01/2021 01/04/2021 01/07/2021 01/10/2021 01/01/2022 01/04/2022 01/07/2022 01/10/2022 01/01/2023 01/01/2024 01/01/2025 01/01/2026 01/01/2027 01/01/2028

31/03/2021 30/06/2021 30/09/2021 31/12/2021 31/03/2022 30/06/2022 30/09/2022 31/12/2022 31/12/2023 31/12/2024 31/12/2025 31/12/2026 31/12/2027 31/12/2028

Harrier Notes: Q1 2021 Q2 2021 Q3 2021 Q4 2021 Q1 2022 Q2 2022 Q3 2022 Q4 2022 2023 2024 2025 2026 2027 2028

Net Production

Oil (mbbl) 23                   23                23                23                18                18                18                18                61                327              318              187              151              128              

NGL (mbbl) 42                   42                42                42                34                34                34                34                113              301              332              233              189              161              

Gas (mboe) 230                 230              230              230              185              185              185              185              620              1,653           1,827           1,279           1,041           886              

Total Net Production (mboe) (1) 295                 295              295              295              237              237              237              237              794              2,281           2,478           1,698           1,381           1,176           

Net Revenue (1) 10,857            10,852          10,847          10,842          8,375           8,371           8,367           8,362           28,023          86,219          95,516          66,380          55,627          48,870          

Net Opex (1) (197)                (197)             (197)             (197)             (2,595)          (2,595)          (2,595)          (2,595)          (9,857)          (29,987)        (27,372)        (19,391)        (23,839)        (28,910)        

Net Capex (1) -                  -               -               -               -               -               -               -               -               (51,379)        -               -               -               -               

Total Net Field Cash Flows 10,660            10,655          10,650          10,645          5,780           5,776           5,772           5,768           18,166          4,853           68,144          46,989          31,788          19,960          

Discount Period 0.12                0.37             0.62             0.87             1.12             1.37             1.62             1.87             2.50             3.50             4.50             5.50             6.50             7.50             

Present Value of Net Field Cash Flows @ 9.75% 10,539            10,411          10,167          9,927           5,267           5,142           5,021           4,901           14,560          3,544           45,334          28,483          17,557          10,045          

01/01/2029 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

31/12/2029 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

Notes: 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042

Net Production

Oil (mbbl) 107                 65                38                -               -               -               -               -               -               -               -               -               -               -               

NGL (mbbl) 135                 83                49                -               -               -               -               -               -               -               -               -               -               -               

Gas (mboe) 742                 456              267              -               -               -               -               -               -               -               -               -               -               -               

Total Net Production (mboe) (1) 984                 604              354              -               -               -               -               -               -               -               -               -               -               -               

Net Revenue (1) 41,993            26,559          15,951          -               -               -               -               -               -               -               -               -               -               -               

Net Opex (1) (29,585)           (18,299)        (13,514)        -               -               -               -               -               -               -               -               -               -               -               

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

Total Net Field Cash Flows 12,407            8,261           2,437           -               -               -               -               -               -               -               -               -               -               -               

Discount Period 8.50                9.50             10.50           11.50           12.50           13.50           14.50           15.50           16.50           17.50           18.50           19.50           20.50           21.50           

Present Value of Net Field Cash Flows @ 9.75% 5,688              3,450           928              -               -               -               -               -               -               -               -               -               -               -               

Pre-Tax Field NPV 190,962          

Tax Rate: (2) 40.0%

Post-Tax Field NPV 114,577          

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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Delek Group Ltd. Exhibit 4.3

Ithaca Energy Ltd. Impairment Testing

Valuation Date: December 31, 2020

GSA Field Cash Flows: Hurricane

Currency in USD Thousands (Unless otherwise noted) DRAFT - For Discussion Purposes Only

01/01/2021 01/04/2021 01/07/2021 01/10/2021 01/01/2022 01/04/2022 01/07/2022 01/10/2022 01/01/2023 01/01/2024 01/01/2025 01/01/2026 01/01/2027 01/01/2028

31/03/2021 30/06/2021 30/09/2021 31/12/2021 31/03/2022 30/06/2022 30/09/2022 31/12/2022 31/12/2023 31/12/2024 31/12/2025 31/12/2026 31/12/2027 31/12/2028

Hurricane Notes: Q1 2021 Q2 2021 Q3 2021 Q4 2021 Q1 2022 Q2 2022 Q3 2022 Q4 2022 2023 2024 2025 2026 2027 2028

Net Production

Oil (mbbl) -                  -               -               -               166              166              166              166              1,614           557              685              367              195              108              

NGL (mbbl) -                  -               -               -               7                  7                  7                  7                  64                27                115              64                34                17                

Gas (mboe) -                  -               -               -               37                37                37                37                351              150              632              355              184              96                

Total Net Production (mboe) (1) -                  -               -               -               211              211              211              211              2,030           735              1,431           786              413              222              

Net Revenue (1) -                  -               -               -               10,491          10,488          10,485          10,481          107,512        40,571          70,902          40,076          22,100          12,534          

Net Opex (1) (0)                    (0)                 (0)                 (0)                 (1,568)          (1,568)          (1,568)          (1,568)          (22,317)        (11,581)        (15,901)        (9,548)          (8,032)          (6,632)          

Net Capex (1) (6,524)             (6,524)          (6,524)          (6,524)          (22,034)        (22,034)        (22,034)        (22,034)        -               (26,267)        -               -               -               -               

Total Net Field Cash Flows (6,524)             (6,524)          (6,524)          (6,524)          (13,110)        (13,114)        (13,117)        (13,120)        85,195          2,723           55,001          30,528          14,067          5,902           

Discount Period 0.12                0.37             0.62             0.87             1.12             1.37             1.62             1.87             2.50             3.50             4.50             5.50             6.50             7.50             

Present Value of Net Field Cash Flows @ 9.75% (6,449)             (6,374)          (6,228)          (6,084)          (11,946)        (11,675)        (11,410)        (11,148)        68,286          1,988           36,590          18,505          7,769           2,970           

01/01/2029 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

31/12/2029 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

Notes: 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042

Net Production

Oil (mbbl) 62                   28                11                -               -               -               -               -               -               -               -               -               -               -               

NGL (mbbl) 9                     4                  1                  -               -               -               -               -               -               -               -               -               -               -               

Gas (mboe) 50                   21                6                  -               -               -               -               -               -               -               -               -               -               -               

Total Net Production (mboe) (1) 121                 53                18                -               -               -               -               -               -               -               -               -               -               -               

Net Revenue (1) 7,186              3,323           1,216           -               -               -               -               -               -               -               -               -               -               -               

Net Opex (1) (4,967)             (2,365)          (1,025)          -               -               -               -               -               -               -               -               -               -               -               

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

Total Net Field Cash Flows 2,219              957              192              -               -               -               -               -               -               -               -               -               -               -               

Discount Period 8.50                9.50             10.50           11.50           12.50           13.50           14.50           15.50           16.50           17.50           18.50           19.50           20.50           21.50           

Present Value of Net Field Cash Flows @ 9.75% 1,017              400              73                -               -               -               -               -               -               -               -               -               -               -               

Pre-Tax Field NPV 66,285            

Tax Rate: (2) 40.0%

Post-Tax Field NPV 39,771            

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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Chapter

E Annual report for 2020 on the 
Effectiveness of Internal Controls for 
Financial Reporting and Disclosure



 

E - 1 

 

Delek Group Ltd. 

Annual report for the year 2020 on the effectiveness of internal control for financial 
reporting and disclosure, pursuant to Ordinance 9B(a) of the Securities Ordinances 

(Periodic and Immediate Reports), 1970 

Management, under the supervision of the Board of Directors of Delek Group Ltd. ("the Corporation"), is 
responsible for setting and maintaining an appropriate internal control for financial reporting and disclosure in 
the Corporation. 

For this matter, the members of Management are: 

1. Idan Wallace, CEO. 

2. Tamir Poliker, Deputy CEO & CFO.  

3. Leora Pratt Levin, Chief General Counsel 

4. Tamar Rosenberg, Head of Corporate Accounting 

Internal control of financial reporting and disclosure includes controls and procedures existing in the 
Corporation, which were planned or overseen by the CEO and the most senior financial officer or under their 
supervision, or by whoever fulfills those functions in practice, under the supervision of the Board of Directors 
of the Corporation, and were designed to provide a reasonable measure of assurance as to the reliability of 
the financial reporting and the preparation of the reports in accordance with the provisions of the law, and to 
ensure that information that the Corporation is required to disclose in the reports it publishes in accordance 
with the provisions of the law is collected, processed, summarized and reported on the date and in the format 
laid down in law. 

Internal control includes, inter alia, controls and procedures planned to ensure that the information that the 
Corporation is required to disclose as aforesaid, is accumulated and forwarded to the Management of the 
Corporation, including to the CEO and the most senior financial officer or to whoever fulfills those functions in 
practice, in order to enable decisions to be made at the appropriate time in relation to the disclosure 
requirement. 

Due to its structural limitations, the internal control of financial reporting and disclosure is not intended to 
provide absolute assurance that misstatement in or omission of information from the reports will be 
prevented or will be discovered. 

Management, under the supervision of the Board of Directors, has carried out checks and an assessment of 
the internal controls on financial reporting and disclosures within the Corporation and their effectiveness.  

Assessment of the effectiveness of the internal controls on financial reporting and disclosures that 
Management carried out under supervision of the Board included: Assessment of the risks of reporting and 
disclosure and determination which are the very material processes for financial reporting and disclosure and 
which are the applicable businesses units for assessment of the effectiveness of the internal controls, 
mapping and documentation of the existing controls within the Corporation, assessment of the effectiveness 
of the planning of the controls, analysis of existing control gaps, assessment of the effectiveness of the 
operation of the controls, overall assessment of the effectiveness of the internal control. The assessment 
model for the effectiveness of the internal controls carried out by the Corporation is based upon four 
components as follows: Entry Level Controls, process of preparing and closing the financial statements, 
general audits of IT systems (ITGC), and processes that have been identified by management as particularly 
material procedures for financial reporting and disclosure: Procedure for management of Corporation's cash 
and securities portfolio, and procedure for managing the Corporation's borrowings. The procedures that are 
particularly material in the consolidated financial statements that are prepared by some of the major 
consolidated companies, are: revenues cycle, investment in oil and gas exploration and production, 
insurance reserves and pending claims. 

Based upon the assessment of effectiveness carried out by management under the supervision of the Board 
as detailed above, the Corporation's Board of Directors and management reached the conclusion that the 
internal controls on financial reporting and disclosures of the Corporation as of December 31, 2020 were 
effective. 



 

E - 2 

Declaration of Executives: 

(A) Declaration of the CEO in accordance with Ordinance 9B(d)(1) 

Declaration of Executives 
Declaration of the CEO 

 

I, Idan Wallace declare that:  

 

1. I have reviewed the periodic report of Delek Group Ltd. ("the Corporation") for the year 2020 ("the 
Reports"). 

2. To the best of my knowledge, the reports do not include any representations that is not correct and do 
not lack any representation of any vital, material fact, so that was has been presented, within the 
context in which they have been provided, shall not be misleading in respect of the period covered by 
the reports. 

3. To the best of my knowledge, the financial statements and other financial information in the Reports 
reflect fairly, from all material aspects, the financial condition, the results of operations and the cash 
flows of the Corporation at the dates and for the periods to which the Reports relate. 

4. I disclosed to the auditor of the Corporation, to the Board of Directors, to the Audit and the Financial 
Statements Committees of the Board of Directors of the Corporation, based on my latest assessment 
of the internal control of the financial reporting and disclosure: 

A. all the significant flaws and material weaknesses in the determination or operation of the internal 
control of the financial reporting and disclosure that could reasonably have an adverse effect on 
the ability of the Corporation to collect, process, summarize or report on financial information in a 
way that could cast doubt on the reliability of the financial reporting and the preparation of the 
financial statements in accordance with the provisions of the law; and - 

B. any deception, whether material or not material, in which the CEO or anyone directly subordinate 
to him is involved, or in which other employees are involved who fulfill an important function in the 
internal control of the financial reporting and disclosure;  

5. I, alone or together with others in the Corporation: 

A. I set controls and procedures or ascertained the setting and upholding of controls and procedures 
under my supervision, designed to ensure the material information related to the Corporation, 
including its consolidated companies in their meaning in the Securities (Annual Financial 
Statements) Ordinances, 2010. was brought to my attention by others within the Corporation or 
the consolidated companies, in particular during the period in which the reports were prepared; 
and - 

B. I set controls and procedures or ascertained the setting and upholding of controls and procedures 
under my supervision, designed to reasonably ensure the reliability of the financial reporting and 
the preparation of the financial statements in accordance with the provisions of the law, including 
in accordance with accepted accounting principles; 

C. I have assessed the effectiveness of the internal controls of the financial reporting and 
disclosures, and in this report have presented the conclusions of the Board of Directors and 
Management in respect of the effectiveness of the said internal controls as of the reporting date. 

 

Nothing in the foregoing shall derogate from my responsibility or that of anyone else in law. 

 

   

March 30, 2021  Idan Wallace 

CEO 



 

E - 3 

(B) Declaration of the most senior financial officer pursuant to Ordinance 9B(d)(2) 

Declaration of Executives 
Declaration of the most senior financial officer 

 

I, Tamir Poliker, declare that:  

 

1. I have reviewed the financial statements and other financial information of Delek Group Ltd. ("the 
Corporation") for the year 2020 ("the Reports"). 

2. To the best of my knowledge, the financial statements and other financial information do not include 
any representations that is not correct and do not lack any representation of any vital, material fact, so 
that was has been presented, within the context in which they have been provided, shall not be 
misleading in respect of the period covered by the reports. 

3. To the best of my knowledge, the financial statements and other financial information in the Reports 
reflect fairly, from all material aspects, the financial condition, the results of operations and the cash 
flows of the Corporation at the dates and for the periods to which the Reports relate. 

4. I disclosed to the auditor of the Corporation, to the Board of Directors, to the Audit and the Financial 
Statements Committees of the Board of Directors of the Corporation, based on my  latest assessment 
of the internal control of the financial reporting and disclosure: 

A. all the significant flaws and material weaknesses in the determination or operation of the internal 
control of the financial reporting and disclosure insofar as they refer to the financial statements 
and other financial information that could reasonably have an adverse effect on the ability of the 
Corporation to collect, process, summarize or report on financial information in a way that could 
cast doubt on the reliability of the financial reporting and the preparation of the financial 
statements in accordance with the provisions of the law; and - 

B. any deception, whether material or not material, in which the CEO or anyone directly subordinate 
to him is involved, or in which other employees are involved who fulfill an important function in the 
internal control of the financial reporting and disclosure;  

5. I, alone or together with others in the Corporation: 

A. set controls and procedures or ascertained the setting and upholding of controls and procedures 
under my supervision, designed to ensure that material information relating to the Corporation, 
including its subsidiaries as defined in the Securities (Annual Financial Statements) Ordinances, 
2010, insofar as they are relevant to the financial statements and other financial information 
included in the reports, is brought to my knowledge by others in the Corporation and in the 
subsidiaries, particularly during the period of preparation of the Reports; and 

B. I set controls and procedures or ascertained the setting and upholding of controls and procedures 
under our supervision, designed to reasonably ensure the reliability of the financial reporting and 
the preparation of the financial statements in accordance with the provisions of the law, including 
in accordance with accepted accounting principles; 

C. I have assessed the effectiveness of the internal controls of the financial reporting and 
disclosures, insofar as it is applicable to the financial statements and other financial information 
included in the reports as of the reporting date. 

 

Nothing in the foregoing shall derogate from my responsibility or that of anyone else in law. 

 

   

March 30, 2021  Tamir Poliker 

Deputy CEO and CFO 
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	2. Production will be according to minimum and maximum output approved by the Commissioner of Petroleum Affairs, from time to time, considering reservoir data and properties.
	3. The leaseholder will be required to maintain the quality of the gas delivered to the national transmission system in accordance with the gas specification to be determined.
	1. Forecasted sales quantities: The cash flow assumptions for the natural gas quantities to be sold by the Partnership from the Tamar project are based on: i) the production capacity of the Tamar project.  It should be noted that the actual production...
	2. Selling prices of natural gas and condensate: The cash flow assumptions for prices of natural gas to be sold from the Tamar project are based, among other things, on the weighted average of gas prices in existing agreements, according to the price ...
	a) The US-CPI , assuming an annual average increase of 2%
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	5. Abandonment costs are costs provided to NSAI by the Partnership according to its assessments, based, among other things, on the estimate of outside experts regarding the cost of abandoning the wells, the Platform, and the production facilities. The...
	6. The discounted cash flow takes into account the Partnership's estimate, according to which the effective rate of state royalties is 11.5% and the effective rate of royalties to be paid to third parties is 9.13% (for the Partnership's direct holding...
	7. The tax payments and rates included in the discounted cash flow were calculated from the aspect of a company that has held the Partnership’s participation units from the beginning of the project. The tax calculations include corporate tax rates by ...
	8. Calculation of the discounted cash flows takes into account the oil profits tax (in this section below: “the Levy”) applicable to the holders of rights in the project and to parties entitled to royalties under the provisions of the law. It should b...
	9. Calculation of the discounted cash flow includes expenses and investments that were paid in practice and which are expected to be paid by the Partnership as from January 1, 2020, as well as revenue from sales of natural gas and condensate sales pro...
	10. Revenue from natural gas and condensate sales to be made in a given year were taken into account in that year, regardless of the actual payment date.
	1. Adjusted projections of quantities to be sold mainly due to the Partnership's assumptions regarding the postponement of production from the Karish, Karish North, and Tanin reservoirs, and increase in annual sales quantities from these reservoirs.
	2. Update of operating costs and investments made up to December 31, 2020, in accordance with actual investments made. Forecasts for operating cost forecasts and future investments were also updated according to the Partnership's assessment, based, am...
	3. The quantities of gas and condensate produced and sold in the second half of 2020 were updated, in accordance with actual data.
	4. The discounted cash flow as at June 30, 2020 included data attributed directly and indirectly to the Partnership’s share (through its holding of 22.6% in Tamar Petroleum) from the reserves in Tamar Petroleum (25.7855%), while the updated discounted...
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	a) Prior to its amendment dated November 7, 2019, the PSC set out a mechanism for sharing of natural gas produced in the license area based on the average daily production rate, as set out in section 1.7.7(C)2.b of the Company’s periodic report for 20...
	b) Following the Amendment to the PCS, a new mechanism for sharing the natural gas output was established based on an R-factor. According to this mechanism, the partners will be entitled to 55% of the annual revenues from the natural gas output, up to...
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	1. In most of the natural gas supply agreements, if the gas supply under the agreement is on a binding basis, the buyers have a take or pay agreement for a minimum annual volume of natural gas according to a mechanism set out in the supply agreement “...
	2. Most of the supply agreements also set out a mechanism for the accumulation of excess quantity consumed by the buyers in the course of any year, and its use to reduce the buyers’ undertaking to purchase the Minimum Quantity, as set out above, in se...
	3. Following the decision of the Competition Commissioner set out in section 1.7.25(A) below regarding an exemption from a restrictive arrangement for agreements in which the basic supply period is more than seven years, apart from the agreement with ...
	4. It is noted that in 2020, several customers notified that they are exercising the Reduction Option, including various independent power producers. These notices are expected to become effective on various dated in 2021 and 2022.
	5. Pursuant to the Gas Framework, in natural gas supply agreements signed as from August 16, 2015 for a period exceeding eight years, the consumer has a unilateral right to shorten the term of the agreement. This right was also be granted in agreement...
	6. Supply of the full quantities set out in the supply agreements signed prior to October 2012 uses the entire capacity of the production, treatment and transmission system (jointly below in this section: "the Production System") of the Tamar Project ...
	7. The supply agreements include further provisions, including the following: The right to end the agreement in the event of material breach of liability, the right of the Tamar Partners to supply gas to the buyers from other natural gas sources, comp...
	8. In 2020, due to the outbreak of the Covid-19 crisis, several customers sent notices of the occurrence of a force majeure event, but later when it became clear that the crisis will not have a material impact of their ability to meet the minimum purc...
	9. The agreements are subject to the laws of the State of Israel and interpreted accordingly.
	1. A gas supply agreement was signed between the Tamar Partners and IEC on March 14, 2012 and amended on July 22, 2012, May 7, 2015 and September 1, 2016, among other things, for the exercise of options to increase the gas quantities to be consumed by...
	2. The period of the IEC-Tamar Agreement will continue until the total contractual quantity in the Agreement has been supplied or until July 1, 2028, whichever is earlier, unless the Agreement is terminated earlier by one of the parties or extended, a...
	3. The total contractual quantity set in the IEC-Tamar Agreement (as amended) is 87 BCM, and the minimum quantity for billing, from January 1, 2019 until the end of the Agreement period will be 3 BCM per year. The agreement includes instructions for t...
	4. The gas price under the formula includes a base price and a US CPI-based linkage mechanism for part of the quantities, subject to certain adjustments.
	5. The agreement stipulates two dates on which each party may request an adjustment of the price (based on the mechanism set out in the agreement), if that party believes that the contractual price is no longer appropriate for a long-term contract wit...
	6. If one of the parties to the agreement defaults on a payment which it is required to pay under the agreement, the amount in arrears will accrue interest at an annual rate equivalent to LIBOR plus 5% from the due date under the agreement until actua...
	7. The IEC-Tamar Agreement includes provisions according to which IEC or the Tamar partners may terminate the agreement should the other party take any bankruptcy action (as defined in the agreement) which is likely to have a material adverse effect o...
	8. Under the agreement, should the Tamar partners fail to supply the gas volume ordered by IEC pursuant to the agreement, and should the non-supply exceed the deviation allowed by the agreement, the Tamar partners will compensate IEC in the subsequent...
	9. The agreement stipulates that none of the provisions in the agreement will be considered as creating mutual liability among the Tamar partners, and each Tamar partner is individually liable to IEC for its share in the oil rights and in connection w...
	10. According to the agreement, gas is supplied on an hourly basis with a maximum volume per hour, according to procedures and mechanisms set forth in the agreement.
	11. Gas is delivered at the connection point to the INGL pipeline near the receiving terminal or any other connection point agreed between the parties.
	12. The natural gas supplied at the delivery point under the agreement is required to comply with specifications of certain requirements prescribed in the agreement. IEC has the right to refuse to receive non-compliant gas until such non-compliance is...
	13. The assignment of the rights and obligations of IEC under the agreement is contingent upon the transferee having the technical and financial ability to meet its obligations under the agreement and also for transferring the proportionate part of th...
	14. IEC or the Tamar Partners, as the case maybe, will be released from liability under the agreement if non-compliance with their obligations under the agreement (including the oblation to make reasonable efforts) stems from a force majeure event, pr...
	15. The agreement with IEC is subject to the laws of the State of Israel and interpreted accordingly. Any dispute or claim in respect of the agreement will be solved by the decision of an expert on specific issues set out in the agreement (mainly of a...
	16. Disputes regarding issues in which the amount in dispute is lower than the agreed threshold set in the agreement will be heard before a single arbitrator, according to the arbitration rules of the Israeli Institute of Commercial Arbitration and th...
	1. Against the background of the foregoing competitive process of IEC, in 2019, a dispute erupted between the Other Tamar Partners, the Partnership and Noble, among other things, regarding the right of the Other Tamar Partners to sign an amendment to ...
	2. On October 4, 2020, the Other Tamar Partners notified the Partnership and Noble that they have signed an agreement (“the Agreement in Dispute”) which, in their opinion, constitutes an addendum to the IEC-Tamar Agreement, that the price of quantitie...
	3. For further information, see the Company’s immediate reports dated October 5, 2020 and October 14, 2020 (Ref. Nos. 2020-01-108027 and 2020-01-111951, respectively). As a result, the Other Tamar Partners and IEC raised claims with the Competition Co...
	4. In parallel, the Tamar partners conducted negotiations and on January 1, 2021, an understanding was reached between them and a Memorandum of Understanding was signed for the purpose of allowing each Tamar reservoir partner to market gas separately,...
	5. In parallel, on January 30, 2021, the Tamar partners and IEC signed a settlement agreement concerning the disputes in respect of the Agreement in Dispute (in this section: “the Tamar Settlement Agreement”). The Tamar Settlement Agreement stipulates...
	6. In parallel to signing of the Tamar Settlement Agreement, the Leviathan partners also signed a settlement agreement with IEC, as described in Section 1.7.13(D)(2)c below.
	1. In most of the natural gas sales agreements of independent power producers and industrial customers (in this section: (“the Agreements”), the customers have a take or pay agreement for a minimum annual quantity of natural gas according to a mechani...
	2. In accordance with the Gas Framework, each of the buyers in agreements signed until June 13, 2017 and for a term exceeding eight years has an option to reduce the Minimum Quantity to an amount equal to 50% of the average annual quantity actually co...
	3. Most of the supply agreements set out preconditions, including obtaining the required approvals from the buyers regarding the agreement. As at the approval date of the report, the preconditions in most of the agreements have been fulfilled.
	4. The supply agreements include further provisions, including the following: The right to terminate the agreement in the event of material breach of liability, the right of the Leviathan partners to supply gas to the buyers from other natural gas sou...
	1. Following the competitive process of IEC, as described above, on June 12, 2019, the IEC-Leviathan Agreement was signed, regulating the natural gas supply from the Leviathan reservoir to IEC based on available capacity (in this section: “the Agreeme...
	2. Gas supply to IEC under the Agreement commenced on December 12, 2019, and according to the provisions of the Agreement, it will end on June 30, 2021 or on the date gas production starts from the Karish reservoir, whichever is earlier, unless it is ...
	3. The Supply Agreement sets a fixed gas price that is not linked.
	4. The cumulative supply volume from the sale of natural gas to IEC from the Leviathan reservoir (in relation to 100% of the rights in the Leviathan project) up to December 31, 2020 amounts to 2.4 BCM, for a consideration of USD 404.8 million.
	1. The gas supply to the Buyer according to the Amendment to the Tamar-Dolphinus Agreement is on a firm basis (as opposed to supply under the Original Tamar-Dolphinus Agreement, which was on an interruptible basis with an option for the Tamar Partner ...
	2. The total contractual gas quantity that the Tamar Partners undertook to supply to the Buyer under the Amendment to the Tamar-Dolphinus Agreement is 25.3 BCM (“the Total (Firm) Contractual Quantity in the Tamar Agreement”) (instead of 32 BCM under t...
	3. Supply under the Amendment to the Tamar-Dolphinus Agreement will start on June 30, 2020 and will continue until December 31, 2034 or until full supply of the Total Contractual Quantity, whichever is earlier (“the Termination Date of the Tamar-Dolph...
	4. According to the Amendment to the Tamar-Dolphinus Agreement, the Tamar partners undertook to supply  annual gas quantities to the Buyer as follows: (i) In the period beginning on June 30, 2020 and ending on June 30, 2022, 1 BCM per year; and (ii) i...
	5. The Buyer undertook to take or pay for quarterly and annual quantities, in accordance with the mechanisms set out in the Amendment to the Tamar-Dolphinus Agreement, which, among other things, allow the Buyer to reduce the TOP quantity in a year in ...
	6. The price of gas supplied to the Buyer will be calculated by a formula based on the price of a barrel of Brent oil. The Amendment to the Tamar-Dolphinus Agreement includes a mechanism for updating the price at a rate of up to 10% (addition or reduc...
	7. The Amendment to the Tamar-Dolphinus Agreement includes standard provisions for termination of the Agreement, as well as provisions in the event of termination of the Amendment to the Leviathan-Dolphinus Agreement due to its breach, and the refusal...
	8. In 2020, the Tamar Partners supply 0.25 BCM to the Buyers, according to the terms of the Amendment to the Tamar-Dolphinus Agreement. As estimated by the Partnership on the of signing the Amendment to the Tamar-Dolphinus Agreement, the cumulative re...
	1. The total contractual gas quantity that the Leviathan Partners undertook to supply to the Buyer under the Leviathan Agreement Amendment is on a firm basis and it significantly increased to 60 BCM (compared with 32 BCM under the Original Leviathan-D...
	2. The supply under the Amendment to the Leviathan-Dolphinus Agreement commenced on January 15, 2020 and will continue until December 31, 2034 or until full supply of the Total Contractual Quantity, whichever is earlier (“the Termination Date of the L...
	3. According to the Amendment to the Leviathan-Dolphinus Agreement, the Leviathan Partners undertook to supply  annual gas quantities to the Buyer as follows: (i) In the period beginning on January 15, 2020 and ending on June 30, 2020, 2.1 BCM per yea...
	4. The Buyer undertook to take-or-pay for quarterly and annual quantities, in accordance with the mechanisms set out in the Amendment to the Leviathan-Dolphinus Agreement, which, among other things, allow the Buyer to reduce the take or pay quantity i...
	5. The price of gas supplied to the Buyer will be calculated by a formula based on the price of a barrel of Brent oil. The Amendment to the Leviathan-Dolphinus Agreement includes a mechanism for an update of the price at a rate of up to 10% (addition ...
	6. The Amendment to the Leviathan-Dolphinus Agreement includes standard provisions for termination of the Agreement, as well as provisions in the event of termination of the Amendment to the Tamar-Dolphinus Agreement between the Buyer and all partners...
	7. In 2020, the Leviathan Partners supply 1.9 BCM to the Buyers, according to the terms of the Amendment to the Leviathan-Dolphinus Agreement. As estimated by the Partnership upon signing of the Amendment to the Leviathan-Dolphinus Agreement, the cumu...

	1.7.14. Marketing and Distribution
	1. Jordan - In the Company’s understanding, based on independent consulting companies, local use was 4 BCM in 2020, the same consumption as in 2019. Natural gas is the main energy source the production of electricity in Jordan. The estimate is that in...
	2. Egypt - To the best of the Company’s knowledge, based on independent consulting companies, natural gas plays a key role in the Egyptian energy market, while natural gas consumption in Egypt is used mainly to produce electricity, but also for indust...
	a) Under the Transmission Agreement, INGL undertook to provide transmission services for the natural gas to be supplied from the Tamar and Leviathan reservoirs, including maintaining a base capacity in the transmission system in the annual volume of 5...
	b) Under the Transmission Agreement, Noble undertook to pay for delivering a gas quantity of no less than 44 BCM throughout the entire term of the agreement. If the parties agree to increase the Base Capacity, the minimum quantity for delivery will be...
	c) The flow of gas under the Transmission Agreement will commence on the date INGL completed the construction of the Ashdod-Ashkelon transmission section, in accordance with the resolution of the Natural Gas Authority Council regarding the financing o...
	d) It was also determined that the transmission period under the 2019 Agreement will be extended until January 1, 2024 or until gas starts to flow under the Transmission Agreement, whichever is earlier.
	e) The Transmission Agreement will expire at the earlier of: (1) the date on which the total throughput quantity will reach 44 BCM; (2) eight years after the Commencement Date of Gas Flow; or (3) upon the expiry of INGL’s transmission license. The Par...
	f) In accordance with the principles set out in the Authority’s Decision, Noble undertook to pay for the partners’ share (56.5%) of the overall cost of construction of the Ashdod-Ashkelon combined section, which is estimated at NIS 738 million. Noble ...
	g) In accordance with the Authority’s Decision, the Leviathan partners and Tamar partners will provide a bank guarantee to secure INGL’s share of the construction cost of the infrastructure, and to cover Noble’s undertaking to pay the capacity and tra...
	h) The Leviathan and Tamar partners will bear the costs set out in section 5 above and will provide the guarantees described in section 6 above at the rates of 69% and 31%, respectively.
	i) Under the Transmission Agreement, in the event of discontinuation of the export of natural gas from the Tamar and Leviathan projects to Egypt, Noble will be entitled to terminate the Transmission Agreement, subject to payment of damages to INGL for...
	j) On February 14, 2021, all the preconditions for the entry of the Transmission Agreement into force were fulfilled.
	k) Concurrently with the signing of the Transmission Agreement, Noble, the Partnership and the other Leviathan and Tamar partners signed a back-to-back services agreement (in this section: “the Service Agreement”) determining that the Leviathan and th...
	3. Palestinian Authority - Israel is the main source of electricity to the Palestinian Authority territories (Judea, Samaria and the Gaza Strip). The Palestinian Authority has recently started a process of creating the ability to produce electricity i...
	4. Cyprus - As of the approval date of the report, Cyprus is almost completely dependent on imported oil products and electricity production in Cyprus is mainly based (90%) on burning oil-based products, such as diesel fuel. Cyprus also has difficulty...

	1.7.15. Order backlog
	1.7.16. Competition in the Mediterranean
	1.7.17. Seasonality
	1.7.18. Facilities and production capacity of the Mediterranean reservoirs
	1.7.19. Human capital
	1.7.20. Raw material and suppliers of the Partnership
	1.7.21. Working capital
	1.7.22. Financing
	1.7.23. Taxation
	1.7.24. Environmental risks and means for their management
	1.7.25. Restrictions on and supervision of the Partnerships' operations
	1. Under the Gas Outline Plan, the Partnerships and Noble are required to transfer all their interests in the Karish and Tanin Leases to a third party that is not affiliated with any of the Parties, subject to the approval of the Commissioner of Petro...
	2. The permitted export quota of 47 BCM from Karish and Tanin reservoirs was replaced, as of the date of approval by the Commissioner of Petroleum Affairs, by the duty to supply the domestic market imposed on the Leviathan leaseholders.
	1. The Partnership and Avner  will transfer, within 72 months from the date the exemption under the Economic Competition Law was granted ("the Tamar Effective Date") all their rights in the Tamar and Dalit Leases to a third party that is not related t...
	2. By the Effective Date for Tamar, Noble will submit a binding sales contract to the Commissioner of Petroleum Affairs, such that subsequent to its realization, Noble's rights in the Tamar lease will be no higher than 25% and the excess rights will b...
	3. If all the interests noted in subsections A and B above have not been transferred (the “Transferred Tamar Rights”) by the Effective Date, the unsold Transferred Tamar Rights will be transferred to a trustee (as defined in the Gas Outline Plan), whi...
	4. The consideration for the entire interests of the Partnership, Avner and Noble in Tamar may not be paid in royalties. The proceeds may be paid in future installments, provided that the installment milestones are not linked to the prices or volumes ...
	1. Agreements for the supply of natural gas from the Leviathan and Tamar reserves signed after the date of the Government Decision will comply with the following provisions:
	a) No limits will apply to consumers regarding the purchase of natural gas from any other natural gas supplier.
	b) Consumers may resell the natural gas that they purchased pursuant to the terms and provisions set out in the Exemption.
	c) The parties may not impose any limit on the selling price at which the consumer may resell the natural gas.
	2. With regard to agreements for the sale of natural gas from the Tamar reserve that are singed from the date of the Government Decision through to the end of four years from the approval by the Commissioner of Petroleum Affairs for the transfer of th...
	3. With regard to agreements for the sale of gas from the Leviathan reserve that are signed from the date of the Government Decision through the Options Opening Date, the holders of rights in the Leviathan reserve will be required to offer every consu...
	4. On April 2, 2017, the Tamar partners clarified the following in a notice to the Minister of Energy, the Budget Director in the Ministry of Finance, and the Economic Competition Commissioner
	a) that if there is a delay in the initial supply of gas by a new gas supplier, the Tamar partners will allow their customers, in accordance with gas supply agreements signed from the date of the Gas Framework until four years after the Commissioner's...
	b) The Tamar partners also clarified that they will grant a consumer that is an electricity producer or other consumer wishing to construct new facilities and is forced by the financing requirements of the facilities to sign a long-term gas supply agr...
	1. So long as the holders in the rights in the Tamar and Leviathan leases comply with the terms and conditions of the Government Decision and Exemption under the Economic Competition Law, the provisions of the Commodity and Service Price Control Order...
	2. During the Transition Period, the holders of the Tamar and Leviathan rights, including the Partnerships (below in this section: "Holders of Rights in the Leases") will offer potential consumers the natural gas price and linkage options, as set out ...
	a) A base price that will be calculated according to the weighted average of the prices in the agreements between the leaseholders and their consumers and that is updated in each quarter (according to the formula set out in the Government Decision).
	b) The Brent price per barrel as calculated according to a formula that benefits the consumers that have, at the date of the Government Decision, agreements with the Tamar partners.
	c) For private power producers (conventional or co-generation) that comply with the terms and conditions set out in the Government Decision, other than the alternatives provided in subsections (a) and (b) above, also the alternative that includes link...
	3. The provisions of subsection 2 do not derogate from the obligation of the holders of rights in the Tamar and Dalit Leases to offer Israeli consumers gas at the price fixed in an export agreement in order to meet the conditions for the taxation mech...
	1. The Gas Framework included several clarifications and amendments to Government Decision 442 of June 23, 2013, with regard to adoption of the main recommendations of the committee for examining government policy regarding Israel's natural gas sector...
	2. Furthermore, the decisions stipulated that the Tamar leaseholders will be permitted to use the Mari B rig for the entire term of the Tamar lease for natural gas production or supply to the local market from the Tamar reservoir, subject to the terms...

	1.7.26. Antitrust and Economic Competition Law
	1. The “Local Corporations” (as defined in paragraph 3 below) would not hold jointly, whether individually or with additional holders, any gas rights other than the rights directly and exclusively arising from the Matan and/or Michal licenses, without...
	2. In any arrangement, agreement or understanding, oral or in writing, with regard to setting a mechanism or system for decision making between holders of Matan and Michal licenses for marketing natural gas produced under the Matan and Michal licenses...
	3. In this matter, “The Local Corporations” – means Delek Group and Isramco; “Delek Group” – Avner Partnership and/or Delek Drilling Limited Partnership and/or any person affiliated with any of them; “Isramco” – and any party affiliated to it.
	1. shortening the term of the agreement to seven years, from the date of commencement of supply of natural gas; or alternatively:
	2. reducing the volume of gas under the take or pay contingency to a volume equivalent to half of the average annual consumption of the power producer in the three years preceding the date of notice. The reduction of the purchase quantity will take ef...
	3. When the minimum quantity is fixed for which the gas consumer is committed to pay, as aforesaid, the annual gas quantity and the quantity included in the agreement, will be updated.
	4. The gas consumer will be permitted to sell the natural gas earmarked for use of the gas distribution network consumers, up to a volume of 15% of the annual gas quantity in each year.
	5. The gas consumer will not be restricted regarding the purchase of natural gas from other gas suppliers who are not among the Tamar partners.
	6. The Tamar partners may not engage, directly or indirectly, in any agreement for the supply of natural gas from the Tamar Reservoir without obtaining a permit in advance from the Competition Authority.

	1.7.27. Specific legislation applicable to the sector in Israel
	1. The operator will be a lease holder holding at least 25% of the Rights in the oil asset
	2. The operator or its controlling shareholder (subject to the conditions in the Offshore Regulations) will have at least five years of experience, within the ten-years preceding the filing of the application, in performing the functions of an operato...
	3. Furthermore, the Petroleum Commissioner will not certify a corporation as operator, unless it directly employs qualified employees with at least five years of experience in the offshore oil or natural gas exploration sector, and in the offshore oil...
	4. The Petroleum Commissioner may, based on the stage and nature of the Rights, and in accordance with the scope of demand for obtaining Rights in that area or according to the composition of the entire group, certify a corporation as operator even if...
	5. The Petroleum Commissioner may require a certain corporation, for the purpose of certifying as operator, greater experience than that prescribed, if the Commissioner finds it necessary based on the stage and nature of the Rights, and taking under c...
	6. The Commissioner will not certify a corporation as an operator unless it has sufficient financial capacity and financial strength. For this purpose, an operator or its controlling shareholder (subject to the conditions set in the Offshore Regulatio...
	1. The total assets in the balance sheet of the applicant (or of all joint holders of the petroleum interest, including a member of the group approved as the operator with respect to the petroleum interest) amounts to at least USD 400 million;
	2. The total equity in the balance sheet of the applicant (or of all joint holders of the petroleum interest, including a member of the group approved as the operator with respect to the petroleum interest) amounts to at least USD 100 million;
	1. A long-term engagement of significant scope for export purposes;
	2. The purchased natural gas will be produced from the area of a lease in accordance with the Petroleum Law, where the facilities used for such operation according to the lease will be connected to the pipeline for which the license is granted;
	3. The Minister has approved the engagement in advance;
	1. The applicant for the license;
	2. The controlling shareholder of the applicant for the license – if it is a corporation;
	3. Another corporation controlled by the controlling corporation, which engaged in such an agreement, if it did;
	1. The first allocation of natural gas will be to the distribution consumers (as defined in the Emergency Regulations). Such allocation will be carried out based on the maximum volume per hour of the natural gas consumed by the distribution consumers ...
	a) A volume of up to 3,600 MMBTU per hour will be earmarked for distribution consumers (the director general of the Gas Authority may determine how this volume will be divided among the distribution consumers);
	b) A minimum volume of up to 3,600 MMBTU per hour will be allocated as follows:
	2. The remaining volume will be divided between IPPs (consumers of a Defaulting Supplier that are IPPs that produce power capacity exceeding 45 megawatts using natural gas) and consumers who are not power producers, pro rata to the aggregate daily con...
	3. The volume to be divided among the consumers that are not power producers (as specified above) will be determined based on their share of the per hour capacity ordered by each of them, under the transmission agreements they signed with the transmis...
	4. The IEC will offer to sell LNG to consumers that are not power producers, at the price at which it purchased the LNG, with the addition of 10%.
	1. The first allocation of natural gas will be to the distribution consumers. The foregoing allocation will be based on the maximum hourly volume of natural gas consumed by the distribution consumers that received gas from the Default Supplier in the ...
	a) a volume that does not exceed the resulting volume by deducting from 3,600 MMBTU per hour the volume supplied to the distribution consumers by the gas suppliers that are not the Default Supplier, will be earmarked for the distribution consumers;
	b) if the maximum volume exceeds the resulting volume by deducting from 3,600 MMBTU per hour the volume supplied by gas suppliers that are not the Default Supplier of the distribution consumers, a volume of MMBTU 3,600 per hour less the volume provide...
	2. The remaining volume will be split between power producers and other consumers, based on the cumulative daily consumption of each of these consumer groups in the corresponding month in the previous year;
	3. If excess gas supply remains, the Default Supplier may supply natural gas from the field (below: “Additional Volume”), so that the daily surplus volume of gas remaining for supply will be distributed among the power producers and consumers that are...
	4. The volume to be divided among the consumers that are not power producers (as specified above) will be determined based on their share of the per hour capacity ordered by each of them, under the transmission agreements they signed with the transmis...
	1. The offshore section of the pipeline to be constructed in the future, which will begin at the reception terminal in Ashdod and end at the facility connecting to the export facilities of Prima Gas Ltd., will be defined as a combined section (the “Co...
	2. The costs of the Combined Section and the method of allocating the costs between the exporter and the transmission license holder will be established in a transmission agreement between the transmission license holder and the exporter (the “Transmi...
	a) The cost of the section will be determined according to the Council’s Decision issued in September 2014. If the transmission license holder and the exporter fail to agree on the cost of the section by May 15, 2020, the Director General of the Natur...
	b) On June 23, 2020 the Director General of the Natural Gas Authority gave notice that he has determined that the costs of the Ashdod-Ashkelon Combined Section were estimated at a total of NIS 738 million (of which the Partnership’s share is NIS 159 m...
	c) 43.5% of the cost of the section, as will be fixed in accordance with section a. above, will be financed by the transmission license holder.
	d) 56.5% of the cost of the section will be financed by the exporter, based on milestones that will be set in the Transmission Agreement.
	e) In addition, the exporter will pay the transmission license holder an amount of NIS 27 million against its share in the costs incurred due to bringing forward the doubling of the Dor-Hagit and Sorek-Nesher sections (the “Doubling Cost”), which is e...
	f) The exporter will provide the transmission license holder with an independent financial guarantee on behalf of an Israeli bank, for 110% of the aggregate amount of the cost set out in section b. above (the transmission license holder’s share of the...
	g) As long as the exporter exports to Egypt, the volume of natural gas as set in the Transmission Agreement will be transported via the transmission license holder’s pipeline and not via a section outside of the Israeli transmission system.
	h) If the exporter ceases to export to Egypt, it will be required to pay the transmission license holder the difference, if any, between 110% of the total aggregate cost provided in section b. and the total Doubling Cost (i.e. NIS 48 million), and the...
	1. Entities applying for new onshore licenses will deposit base guarantees in an amount equivalent to USD 500 thousand. Rules regarding the deposit of base guarantees for new offshore licenses will be set out as part of the procedures for the granting...
	2. Prior to drilling, license holders will be required to provide an additional guarantee in an amount that the Petroleum Commissioner will determine based on the nature of the drilling and the drilling plan. The amount of the additional guarantee for...
	3. The initial validity of the base guarantee for new onshore licenses will be for a period of one year, and the licensee will renew the guarantee each year until the Commissioner gives notice that it is not necessary. Furthermore, the base guarantee ...
	4. The Petroleum Commissioner will determine the amount of the guarantee for petroleum leases while taking into account, inter alia, the development plan, the details of the lease, the stage it is at, the size of the oil field, but in any event the gu...
	5. The foregoing guarantees will remain valid also after the right for which they were given terminates, until the Commissioner advises otherwise, but no longer than 7 years after the right for which they had been provided expires.
	6. If, in the opinion of the Petroleum Commissioner, a petroleum leaseholder failed to act with due caution with regard to the oil lease or caused damage by its actions due to the lease, or failed to expend such expenses or to comply with such obligat...
	7. A petroleum leaseholder will purchase and maintain, at its expense and throughout the entire term of the petroleum lease, all insurances that are customary among international for oil or gas exploration or production companies.
	8. If a petroleum leaseholder fails to comply with the directives, or if it comes to light that the guarantee or insurance that were provided had been revoked or terminated for any reason whatsoever, prior to their renewal, extension or replacement by...
	1. The Directives state that the value of the royalty at wellhead will be equivalent to 12.5% of the sale price to customers at the point of sale, net of essential costs for treatment, processing and transportation of the petroleum, actually incurred ...
	2. The Commissioner will determine, from time to time, individually for each lease holder, specific directives for each lease, regarding the deductible expenses for calculating the royalty, based on the specific aspects of the lease.
	3. Expenses incurred with regard to assets will be recognized in such a way where the depreciation rate for the fixed assets will be calculated based on the depletion method, from the date on which the fixed asset begins operating (i.e., only when the...
	4. The Directives provide additional provisions, including a detail of the types of expenses that will not be recognized, the method for recognizing decommissioning costs and the method of treatment of transactions that are affected by the existence o...
	1. Capex that will be recognized for purposes of calculating the value of royalty at wellhead and the rate of recognition include:  (a) Capital cost for the transmission pipeline from the main manifold to the Tamar platform and from the platform to th...
	2. Operating expenses arising directly from the types of services specified in subsection (a) above, will be recognized at a rate of 82%:  payroll expenses of workers at the platform and the terminal; maintenance and repair expenses; expenses for trav...
	3. In the event that the contract sale price includes a transmission tariff component that is paid to INGL, all of the transmission expenses paid by the lease holder will be recognized.
	4. Decommissioning costs will be recognized for calculating the royalty, in accordance with the provisions set out in the general directives, and provided that at least an aggregate of 170 BCM was produced from the Tamar Lease and the decommissioning ...
	1. The Petroleum Commissioner may approve the transfer of rights in a license and in a lease, if all of the following conditions are met:
	a) The financial capacity of the license or lease holder after the transfer fulfills the requirements according to the law and the Directives of the Petroleum Commissioner.
	b) If the transferor is the operator or employer of the professional staff and as a result of the transfer, it ceases to be the operator or employer of the professional staff, including  due to its share in the right falling below the minimum rate req...
	2. The Petroleum Commissioner may approve a transfer of a preliminary permit for which a preemptive right was given to an entity which is controlled by the entity which controls the holder of the preliminary permit, provided that all of the conditions...
	3. The Petroleum Commissioner may approve a transfer of petroleum interests, as stated above, even if not all the above specified conditions are met, in the case of a small transfer of rights of no more than 10% of the license or lease; and not more t...
	4. The Petroleum Commissioner will not approve a transfer of contractual royalties (per the meaning thereof in these Directives) whose value exceeds 5% of the value of the petroleum which will be produced and utilized in the framework of the right. In...
	5. The Petroleum Commissioner will not approve a transfer of a petroleum interest or of a benefit in a petroleum interest, if in his opinion one of the following is exists:
	6. In addition, the Petroleum Commissioner may not approve a transfer, even if all the condition for providing the approval which are set in these Directives are met, if he is convinced that reasons of public security, national security, foreign relat...
	7. The Petroleum Commissioner may approve a pledge of a petroleum interest or benefit in a petroleum interest prior to the commencement of commercial production, if the pledge is designated to serve as collateral for receiving a loan to finance activi...
	8. Authority to  pledge does not constitute permission to transfer the pledged right, and if the conditions for exercising the pledge are met, the license or lease or any part thereof or benefit in the license or lease, as the case may be, will not be...
	9. The Directives also include a list of types of transfers for which a fast-track application may be submitted.  If the Petroleum Commissioner is of the opinion that the application is not suitable for approval in the fast-track, he will notify the a...
	10. The types of applications that may be approved in the fast track:
	a) Transfer of a petroleum interest between group members up to a rate of 10%, other than the transfer of rights of an operator;
	b) Transfer of a petroleum interest from a corporation to a corporation held thereby at a rate of 100%, or that is a holder thereof at a rate of 100%;
	c) Transfer of benefit that is not a contractual royalty, other than the following cases:
	d) Transfer of an existing right to a contractual royalty, other than royalties, the transfer of which is required by Government Resolution No. 476 of August 16, 2015;
	e) Pledge of an existing right to a contractual royalty, other than royalties, the transfer of which is required by Government Resolution No. 476 of August 16, 2015;
	f) Pledge of a benefit that is not a contractual royalty, unless the pledge of the benefit may have a material effect on the activity under a producing lease.

	1.7.28. Additional regulatory restrictions
	1. Natural gas downstream products were defined as natural gas based products the production of which involves a chemical change of a natural gas methane molecule into a different compound or compounds, other than by oxidation (including methanol, eth...
	2. The Subcommittee noted that the provision that the sale of natural gas to the downstream product industry will be considered as export has many repercussions, and primarily: repercussions due to the government’s policy on the natural gas sector, in...
	3. The Subcommittee recommended that a fixed volume of up to 5 BCM per year of natural gas sold to the downstream product industry be classified as sale in Israel and not for export, in order to allow the industry to continue existing without distorti...
	4. The allocation mechanism will be on a “first-come first served” basis, while the condition for receiving the allocation will be presentation of an agreement, or at the very least a signed MOU, regarding the relevant plant. The allocated volume rela...
	5. It was further stipulated that if applications are submitted during the two years following the date of adoption of the government resolution on this matter, for allocation of natural gas to the downstream product industry for a volume exceeding 5 ...
	6. The Subcommittee noted that the arrangement will be reexamined, together with the government’s entire policy on the issue of the natural gas sector, 5 years after the date of adoption of the government resolution (as set out in subsection J below)

	1.7.29. Material Agreements
	1. Once the preconditions, the main ones which are described in section ‎5 below, and the terms for closing of the EMG Transaction were met, the Sellers sold the shares they held in EMG and transferred them to EMED, amounting to 37% of the share capit...
	2. The Sellers, the shareholders of the Sellers and the companies related to the Sellers will waive any claim, action, award, ruling, order or remedy they may have against the government of Egypt and companies owned by the government of Egypt, with re...
	3. In return for the Acquired Shares, waiver of their rights under the Arbitration Proceedings, and other rights in accordance with the Share Acquisition Agreements, as set out above, EMED paid the Sellers on date of closing of EMG Transaction, a tota...
	4. The jurisdiction applicable to Share Acquisition Agreements is UK law. Disputes between the parties will be adjudicated in arbitration in London (according to the rules of the London Court of International Arbitration).
	5. Closing of the EMG Transaction underlying the Share Acquisition Agreements was subject to standard preconditions, including: receipt of all the approvals and consents required for the transfer of the Purchased Shares from the Sellers and their regi...
	6. On July 31, 2019, the decision of the Competition Commissioner  was issued in accordance with section 20(b) of the Competition Law, allowing purchase of the interests in the EMG pipeline under the following main conditions
	a) The Partnership (and any affiliate, as defined in the decision: (an “Affiliate”), Noble (and any Affiliate), EMG and EMED (EMG and EMED hereinafter referred to, jointly and severally, the “Parties”) may not refuse a gas swap application and will su...
	b) The obligation of the Partnership, Noble and the Parties as set out in subsection 1 above is for up to the gas volumes set out in the take-or-pay conditions signed by the Leviathan partners or any one of them and the Tamar partners or any one of th...
	c) EMG will not charge an Egyptian supplier for natural gas that will be swapped under the Gas Swap Arrangement (i.e., a supplier that meets the requirements of the Egyptian law for the export of natural gas to Israel, if any), an amount that exceeds ...
	d) The Partnership, Noble and the Parties may not refuse to provide transmission services via the EMG pipeline to an entity seeking to transport natural gas that does not originate from an Israeli Supplier via the EMG pipeline from Ashkelon to el-ʻArī...
	e) Notwithstanding the foregoing, the duty to provide transmission services will not apply in any of the following cases: (a) the Other Entity refused to sign a transmission agreement with the Parties, despite the verification of the Director General ...
	f) EMED will not exercise the option to extend the Capacity, Lease & Operatorship Agreement by a further ten years without receiving a permit in advance from the Competition Commissioner.
	1. EMED – 39%;
	2. PTT – 25%;
	3. MGPC - 17% (controlled by Dr. Eli Evson);
	4. Egyptian partner - 9%;
	5. EGPC – 10%
	1. The Partnership, to date, calculated the market value of royalties at wellhead according to the method for calculating the market value of the State Royalties and therefore the State Royalties market value calculation also affects the effective rat...
	2. According to the Ministry of Energy, the agreement regarding the method for calculating the value of the State Royalties at wellhead in the Yam Tethys project does not apply with regard to the State Royalties in the Tamar Project. Following discuss...
	3. It is noted that the effective rate of the State Royalties in the Tamar Project in 2018, 2019 and 2020, on which the Partnership relied in its financial statements, was 11.16%, 11.3% and 11.34%, respectively.
	4. The difference between the royalties actually paid by the Partnership to the State and the effective royalty rate used by the Partnership in its financial statements for 2013-2020 amounts to USD 16.8 million.
	5. On September 6, 2020, the Natural Resources Authority at the Ministry of Energy released the Directives of the Petroleum Commissioner regarding the method of calculation of the value of the royalty at wellhead for the Tamar Lease  (in this section:...
	a) Capital expenses (capex) – cost for the transmission pipeline from the main manifold to the Tamar platform (the “Platform”) and from the Platform to the AOT terminal in Ashdod (the “Terminal”), will be recognized at a rate of 100%; the cost from th...
	b) Operating expenses (opex) – arising directly from the types of capital expenses specified below will be recognized at a rate of 82%: Payroll expenses of workers at the platform and the terminal; maintenance and repair expenses; expenses for travel ...
	6. In view of the dispute that has arisen between the Tamar Partners and the State regarding the value of royalty at wellhead in the Tamar Project, as described in section ‎1.7.29(N)(1) above (the “Disputed Value of Royalty at Wellhead”) and the dispu...
	a) with regard to the Dispute Value of Royalty at Wellhead, it was agreed that once this dispute with the State will be decided, and if it is found that the Holders of Royalty Rights received surplus payments from the Partnership, then the Holders of ...
	b) With regard to the Yam Tethys Customer Gas Dispute, it was agreed that the ruling in the claim of the Partnership and Noble against the State will apply, mutatis mutandis, also with regard to the Holders of Royalty Rights, and that if it is found t...

	1.7.30. Legal proceedings
	1.7.31. Business strategy and goals
	1.7.32. Insurance coverage
	1.7.33. Risk factors

	1.8. The Company's Foreign Energy Segment
	1.8.1. General
	1.8.2. Breakdown of resources
	1.8.3. General information about the area of operations
	1.8.4. Ithaca’s oil assets on the UK Continental Shelf in the North Sea.
	1. Captain Field (License P.324) JOA:
	2. As IOGL owns all (100%) the interests in the P.2356 and P.185 licenses, there is no JOA for these licenses.
	3. Stella/Harrier oil field:
	4. Abigail (formerly Hurricane) oil field:
	5. Vorlich oil field:
	6. Austen oil field:
	7. Courageous oil asset:
	8. Kessog license:
	9. Subsequent to the acquisition of the additional rights in the GSA Project in December 2018, Ithaca holds all the rights (100%) in the GSA Project licenses, other than in the Vorlich and Courageous fields. In the licenses in which Ithaca has partner...
	10. Furthermore, the Vorlich field is subject to a pre-development and pre-license consolidation agreement (in this section: the “Agreement”), which applies to Ithaca and BP Exploration, the holders of the interests in the license. The Agreement stipu...
	11. The Alba oil asset consists of two areas: (1) Alba Reservoir, covers an area of 45 sq. km, is located under License P.213, contains heavy oil and has 20 production wells; (2) the southern part of Alba Field falls under License P.2373. As at date o...
	12. The Erskine oil asset consists of an on-production reservoir that covers an area of 27 sq. km., and contains high pressure and high temperature (HPHT) natural gas and condensate. The reservoir lies in the area of two licenses that are held at diff...
	13. The Alder oil asset consists of an on-production reservoir that covers an area of 23 sq. km., and contains high pressure and high temperature (HPHT) natural gas and condensate and lies in the area of License P.119, as set out below. The reservoir ...
	14. The Cook oil asset consists of an on-production reservoir that covers an area of 12 sq. km., and contains high pressure and high temperature (HPHT) natural gas and condensate. The reservoir has one production well.
	15. Alba Reservoir was discovered in 1984 by IOGL, and development of the reservoir began in 1991. Production in the License P.213 area began in 1994.
	16. Erskine Reservoir was discovered in 1981 by a third party. Development of the reservoir began in 1995, and production began in 1997. In 2000 IOCL acquired the rights in Licenses P.264 and P.057, and IOGL became the Operator.
	17. Alder Reservoir was discovered in 1975 by a third party. Development of the reservoir began in 2014, and production began in 2016. In 2000 IOCL acquired the rights in License P.119, and became the Operator of the asset.
	18. The Cook field was discovered in 1983 by a third party. Development of the reservoir began in 1998, and production began in 2000. Ithaca Group acquired additional participation rights in the reservoir at a rate of 61.5% from 2011 through 2014. In ...
	19. The Marigold reservoir is located in Block 15/18B and was discovered by a third party in July 2015. Appraisal wells were drilled in March 2018 by a third party. The field contains oil, gas and findings that indicate the existence of gas in the Pal...
	20. The Britannia oil asset consists of a reservoir that covers an area of 250 sq. km and contains natural gas and condensate. The oil asset includes four licenses that are held at various rates by Ithaca Group, as set out below. The partners in these...
	21. The Brodgar oil asset consists of a reservoir that covers an area of 65 sq. km and contains natural gas and condensate, and includes one license (P.118) as set out below. The partners in License P.118 have signed a unitisation agreement with the p...
	22. The Callanish oil asset consists of a reservoir that covers an area of 19 sq. km and contains oil. The oil asset includes two licenses that are held at various rates by Ithaca Group, as set out below. The partners in these licenses signed a Unit A...
	23. The Enochdhu oil asset consists of a reservoir that covers an area of 6.25 sq. km and contains oil, and includes one license as set out below. The reservoir has one production well.
	24. The Jade oil asset consists of a reservoir that covers an area of 7 sq. km and contains natural gas and condensate. The oil asset includes two licenses that are equally held by the partners in the licenses, as set out below, and consequently, no u...
	25. The Elgin-Franklin oil asset consists of the Elgin-Franklin reservoir that covers an area of 180 sq. km and contains natural gas and condensate. The oil asset includes four licenses that are held at various rates by Ithaca Group, as set out below....
	26. The Pierce oil asset consists of a reservoir that covers an area of 40 sq. km and contains natural gas and condensate. The oil asset includes one license as set out below. There are 8 production wells in the reservoir.
	27. The Isabella oil asset consists of a reservoir that covers an area of 72 sq. km. In October 2019, exploratory drilling was carried out in the oil asset area . On March 16, 2020 Total E&P North Sea UK Ltd., the operator for the oil field, announced...
	28. Britannia Reservoir was discovered in 1975 by a third party. Development of the reservoir began in 1994, and production from the reservoir began in 1998. IOGL acquired its interests in Licenses P.213, P.119, P.103 and P.345 in 1984.
	29. Brodgar Reservoir was discovered in 1985. Development of the reservoir began in 2004, and production from the reservoir began in 2008. IOGL acquired its interests in License P.118 in 1984.
	30. Enochdhu Reservoir was discovered in 2005. Development of the reservoir began in 2013, and production from the reservoir began in 2015. IOGL acquired its interests in License P.103 in 1984.
	31. Jade Reservoir was discovered in 1996. In 2000 IOGL acquired the rights in the asset and began development of the reservoir, and in 2001, a production and treatment platform owned by the partners in the asset was set up. In 2002 production from th...
	32. Elgin-Franklin Reservoir consists of two reservoirs that were united under a JOA dated February 1997. The Franklin reservoir and the Elgin reservoir were discovered by Eni Elgin/Franklin Limited in 1986 and 1991, respectively. Development of the r...
	33. Pierce Reservoir was discovered in 1975 by a third party, and production from the reservoir began in 1999. In 2014 Ithaca acquired participation rights of 7.5% in the asset. Production in the field is carried out by using a leased floating facilit...
	34. Actual and planned work schedule

	1.8.5. Oil Assets in the US Gulf of Mexico
	1. In January 2018, Delek GOM (below in this section: the “Buyer”) a wholly owned foreign subsidiary of the Company, engaged in an agreement to acquire oil and gas interests with GulfSlope Energy Inc. and Texas South Energy Inc. (in this section below...

	1.8.6. Exploration license in Block 7, in Canada.
	1.8.7. Products and services
	1.8.8. Trade receivables
	1.8.9. Marketing and distribution
	1.8.10. Order backlog
	1.8.11. Competition
	1.8.12. Seasonality
	1.8.13. Production capacity
	1.8.14. Property, plant and equipment
	1.8.15. Human resources
	1.8.16. Raw materials and suppliers
	1.8.17. Working capital
	1.8.18. Financing
	1. Additional borrowing - the RBL Facility includes a restriction on additional borrowing other than certain types of credit that are classified as permitted under the terms of the Facility;
	2. Sale and purchase of assets - Ithaca and the Ithaca Group companies may not sell the assets with regard to their underlying reserves the RBL Facility was granted. Ithaca may also not purchase new assets, other than in circumstances under which such...
	3. Liens and guarantees - Ithaca is not permitted to create liens on its assets, provide guarantees or provide loans unless in certain exceptional cases stipulated in the RBL Facility.
	4. Restrictions on distribution or payment of dividends, as set out below.
	5. All payments that Ithaca undertook under the terms of the RBL Facility were paid in full.
	6. Value of collateral provided is sufficient to cover the balance of the debt.
	7. Ithaca’s cash flows do not indicate lack of financial ability to support its operations.
	8. Distribution is permitted under the terms of the Company’s debentures.
	9. The total amount of sources should be above the total expected uses for the next 12 months (or for a longer period to start production from the development, if possible). Compliance with this criterion is tested according to the liquidity test ever...
	10. The ratio between the net present value of the secured cash flows under the RBL Facility for the life of the projects and the amount drawn under the RBL Facility will not fall below 1:1.15.
	11. The ratio between the net present value of the secured cash flows under the credit facilities for the life of the RBL Facility and the amount drawn under the credit facility will not fall below 1:1.05.
	12. 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...
	13. Some of Ithaca Group companies serve as guarantee for the Group’s liabilities in the debentures. Under the terms of the debentures, insolvency of any of the guarantors will be grounds for calling for immediate repayment of the balance of the debt.
	14. The terms of the debentures provide a number of restrictions that if breached will serve as grounds for immediate repayment, as is customary for such loans, and including:
	15. The terms of the debentures do not include current financial or operational covenants other than certain financial limitations and covenants on the distribution or payment of a dividend by Ithaca, according to which Ithaca may distribute a dividen...
	16. Furthermore, the terms of the debentures stipulate that in the event of an IPO of Ithaca shares, Ithaca’s portfolio will have available funds, in addition to the terms that it met, that will allow Ithaca to distribute a dividend to the shareholders.
	17. Transactions on Price of Oil
	18. Hedging the Price of Natural Gas
	19. The cost for purchasing the open hedging transactions, close to the date of approval of the Report, amounted to USD 46 million, most of which will be repaid over the term of the transactions (deferred premium).

	1.8.19. Liens
	1.8.20. Taxation
	1.8.21. Environmental risks and means for their management
	1. USA
	2. Canada

	1.8.22. Restrictions on and supervision of the Partnerships' operations
	1. Exploration license - confers the right to explore for and the exclusive right to drill and test for petroleum; exclusive right to develop those portions of the offshore areas in order to produce petroleum; and exclusive right to obtain a productio...
	2. Significant discovery license - if a drilling program results in a significant discovery, the holder of the rights in the license is entitled to a significant discovery license.   Upon receipt of an application to pronounce a significant discovery,...
	3. Production license - once a commercial discovery is declared,  the rights holder is entitled to a production license. A commercial discovery is declared in a similar process as the pronouncement of a significant discovery. A production license conf...

	1.8.23. Material Agreements
	1.8.24. Legal proceedings
	1.8.25. Business strategy and goals
	1.8.26. Risk factors

	1.9. Fuel Products in Israel
	1.9.1. Exercise of holdings and assets in 2020 and until shortly before publication of the report:
	In 2020 and until the approval date of the report Delek Israel sold several holdings and assets as follows:
	1.9.2. General information about the operating segment
	1.9.3. Breakdown of revenue and profits of products and services
	1.9.4. Customers
	1.9.5. Competition
	1.9.6. Seasonality
	1.9.7. Direct marketing production capacity
	1.9.8. Fixed assets and facilities
	1.9.9. Intangible assets
	1.9.10. Human resources
	1.9.11. Fuel products, raw materials, and fuel and oil product suppliers
	1.9.12. Working capital
	1.9.13. Financing
	1.9.14. Taxation
	1.9.15. Environmental risks and mitigation thereof
	1.9.16. Restrictions and supervision of Delek Israel's operations
	1.9.17. Material Agreements
	1.9.18. Legal proceedings
	1.9.19. Business strategy and goals
	1.9.20. Risk factors


	Part Four – Matters Pertaining to the Group as a Whole 
	1.10. Property, plant and equipment and investment property
	1.11. Human resources
	1.11.1. Organizational structure
	1.11.2. Employee headcount
	1.11.3. Officers and executive management employees in the Group

	1.12. Operating Capital and its Composition
	1.13. Financial assets
	1.14. Financing
	1.14.2. Breakdown of the average interest rate on loans from bank and non-bank sources effective during the reporting period and which are not designated for specific use:
	1.14.3. Amendments to the deeds of trust between the Company and the debenture holders of the various series
	1.14.4. Repayment in full of credit facilities and loans to the relevant banks under the deed of consent with the banks
	1.14.5. Addendum to the support agreement signed with Bank Mizrahi and consortium of financiers
	1.14.6. Credit facilities
	1.14.7. Loans
	1. The original agreement set out margin call events, according to which the Borrower is required to deposit cash in the event of a 20% impairment of benchmark companies similar to Ithaca (as defined in the agreement - “Benchmark Companies”) or declin...
	2. The loan stipulates commitments to comply with financial covenants, according to which the ratio of total net debt to net profit before taxes and financing, net of depreciation and amortization and net of appraisal and exploration expenses (EBITDAX...
	3. The original agreement set out rating events that give the Lender cause to call for immediate repayment of the entire loan. In the amendment to the agreement of August 2020, these events were canceled.
	4. The amendment to the agreement of August 2020 provides that the Lender is entitled to demand immediate repayment of the loan, inter alia, in the event of insolvency or impairment of the annual value of the S&P Global Oil Index below the level set i...
	5. Under the agreement, any dividend that will be paid in the Ithaca Group companies will first be used to repay the Loan and the shareholders’ loans provided by the Company to the Ithaca Group companies will be subordinated. Other restrictions were a...
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