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Update of Chapter A (Description of the Corporation's Business) 
to the 2020 Periodic Report1  

of the Delek Group Ltd. (hereinafter -the “Company")  

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

A. Referring to Section 1.2 to the Periodic Report - the Group's Operating Segments 

1. For information concerning an investor presentation in connection with the publication of the Q2 
2021 Report, see the Company's immediate report dated August 26, 2021 (Ref. No. 2021-01-
138486), the details of which are the details of which are included herein by way of reference. 

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

1. On October 13, 2021, the Company offered to the public, by way of a shelf offering, up to 287,910 
ordinary shares of the Company (hereinafter - the “Ordinary Shares") along with up to 82,260 
warrants (Series 14) exercisable into Ordinary Shares (each of the warrants (Series 14) being 
exercisable into one Ordinary Share) (hereinafter, jointly - the “Offered Securities"). Based on the 
results of the tender for purchasing the Offered Securities, the Company issued 287,910 Ordinary 
shares, and 82,260 warrants (Series 14), for a total (gross) consideration of NIS 76 million. For 
further details, see the Company’s immediate reports dated October 13, 2021 and October 14, 
2021 (Ref. Nos. 2021-01-087280 and 2021-01-155772), the details of which are included herein by 
way of reference.  

2. For information concerning securities transactions executed by the Company's principal 
shareholders, see the Company's immediate report dated October 14, 2021 (Ref. No. 2021-01-
155961), the details of which are included herein by way of reference. 

3. Regarding the exercise of Options (Series 11) see the Company’s immediate report dated 
November 10, 2021) (Ref. No. 2021-01-165033), included here by way of reference. 

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

External Factors and Section 1.14.3 to the Periodic Report - Financing  

1. Approval of Amendment 3 to the trust deeds by the Debenture Holders of the Company (Series 
B18, B19, B22, B31, B33, and B34) (hereinafter in this subsection - the “Debenture Holders”) - 
following on Section C1 to the update of Part One to Chapter A (Description of the Corporation's 
Business) in the report of the second quarter of 2021, on November 4, 2021, the Company 
contacted the trustees, requesting to convene meetings in order to approve amendments to the 
terms of the deeds of trust for these series (as amended) which were designed to allow the 
Company to make early repayment to the Debenture Holders (subject to the approval of the 
amendments) before their stated repayment date, the full principal and interest amount payable by 
the Company under the amortization schedule until March 31 2022 (hereinafter - the “Early 
Repayment Payments”). For more information, see the Company’s immediate report dated 
November 4, 2021 (Ref. No. 2021-01-163326), the details of which are included herein by way of 
reference. 

On November 23 and 25 2021, the General Meetings of the Debenture Holders approved the third 
amendment to the said deed of trust. Furthermore, on November 28, 2021, the Company 
announced advancement of payments as aforesaid to the debenture holders, such that the new 
payment date of the Early Repayment Payments is set for December 19, 2021. For more 

 

1  The update contains material changes or developments in the Company’s business in the third quarter of 2021 and 

up to immediately prior to the date of this report, in any matter requiring disclosure in the Periodic Report and which 
was not updated in the quarterly report for the first quarter of 2021, as published on May 31, 2021 (Ref. No. 2021-01-
093072) (hereinafter - the “Q1 2021 Report”) or the quarterly report for the second quarter of 2021, which was 
published on August 26, 2021 (Ref. No.: 2021-01-138447) hereinafter - the “Q2 2021 Report”. The update refers to 
the section numbers in Chapter A (Description of the Corporation's Business) in the Periodic Report for 2020, as 
published on March 31, 2021 (Ref. No. 2021-01-052227) (hereinafter - the “Periodic Report”) and supplements the 
content disclosed therein. 
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information, see the Company’s immediate report dated November 28, 2021 (Ref. No. 2021-01-
172170), the details of which are included herein by way of reference. 

2. As to status update in connection with required equity-related steps in accordance with the 
amendment of the deed of trust of June 17 2020, and information regarding the depositing of funds 
in the trust account in accordance with amendment no. 2 to the deeds of trust of May 31 2021, see 
the Company’s immediate reports of September 14 2021 (Ref. No. 2021-01-079393), October 17 
2021 (Ref. No. 2021-01-088375) and November 15 2021 (Ref. No. 2021-01-166833), which are 
incorporated herein by way of reference). 

3. During the third quarter and until the date of this report, the Company repaid NIS 573 million in 
respect of principal and interest payments (including linkage) of debentures. For more information, 
see the Company’s immediate reports of September 29, 2021 (Ref. No. 2021-01-148896), October 
31, 2021 (Ref. No. 2021-01-161310), and November 11, 2021 (Ref. No. 2021-01-165033), the 
details of which are included herein by way of reference. 

Part Three – Description of the Corporation's Business by Operating Segment: 

A. The Energy in Israel Segment  

1. Referring to Sections 1.7.1(a)(6) and 1.7.25 to the Periodic Report - rights of Delek Drilling Limited 
Partnership (hereinafter - the “Partnership") in the Tamar Project 

For information concerning the Partnership signing a binding agreement, subject to conditions, for the 
sale of its 22% stake in the I/12 “Tamar” and I/13 “Dalit” leases (hereinafter jointly in this section: the 
“Leases” and the “Sale Transaction”), see the Company's immediate report of September 2 2021 (Ref. 
No. 2021-01-143709), incorporated herein by way of reference. 

On October 31 2021, the extraordinary general meeting of the holders of the Partnership’s participation 
units approved the Sale Transaction, and on November 3 2021 the Partnership received the supervisors’ 
approval for the sale of the Partnership’s rights in the Leases (hereinafter - the “Sale of Rights”); it 
should also be noted that pursuant to a publication issued by the Ministry of Energy on November 10 
20212, the Petroleum Council recommended that the Commissioner of Petroleum Affairs in the Ministry 
of Energy (hereinafter in this section - the “Commissioner”) approves the sale of the rights.  

On November 25 2021, the Partnership announced that upon receipt of the Commissioner’s approval 
for the transfer of rights in the leases to the buyers on November 24 2021, all conditions precedent of 
the transaction were fulfilled and the transaction is expected to be completed on the date set in 
accordance with the mechanism referred to in the Company’s immediate report of September 2 2021. 
For more information, see the Company’s immediate report of November 25, 2021 (Ref. No. 2021-01-
171195), included herein by way of reference. 

2. Referring to Section 1.7.4(d) to the Periodic Report - Planned Work Plan for the Leviathan Project  

In November 2021, periodic prescheduled maintenance work was carried out in the Leviathan platform 
over seven days, during which the piping of gas from that rig was stopped. In this framework, various 
maintenance works have been carried out, as well as upgrades to the production system, including 
replacement of filters on the platform, which are expected to optimize production, inter alia, during the 
coming winter months. 

3. Referring to Section 1.7.1 (a) to the Periodic Report - Distribution of Profits 

On September 23 2021, the Partnership announced the distribution of profits totaling US Dollar 100 
million (hereinafter - “USD”), which was executed on October 13 2021.  

4. Referring to Sections 1.7.6(g) and 1.7.6(l) to the Periodic Report - actual and planned work plan 

in block 12 in Cyprus  (hereinafter - “Block 12”) 

A. For more information about an approval received from the Cypriot government to extend the 
undertaking by partners in Block 12 to drill an appraisal/exploratory well (hereinafter - the “Well”) 
by further 12 months, see the Company’s immediate report of October 14 2021 (Ref. No. 2021-01-
156009), incorporated herein by way of reference. 

 

2  https://www.gov.il/he/departments/news/press_101121_1 

https://www.gov.il/he/departments/news/press_101121_1
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B. As of the report date, the partners in Block 12 approved a work plan and a budget for 2022 totaling 
USD 32 million (100%), in respect of which the Cypriot government’s approval has not yet been 
received. It should be noted that this budget does not include the cost of drilling. 

5. Referring to Sections 1.7.7, and 1.7.29(p) to the Periodic Report - 405/Ofek Hadash License 
(hereinafter - "Ofek Hadash License") 

A. Further to  what is stated in Section A.3 in the update of the Third Part of Chapter A (Description of 
the Corporation's Business) to the report for the first quarter of 2021 and in Section A.5 in the 
update of the Third Part of the Report of Chapter A (Description of the Corporation's Business) for 
the second quarter of 2021 about actual and planned work plan in the Ofek Hadash license, it 
should be noted that the operator in the Ofek Hadash license - OSA Energy Israel Ltd. (hereinafter 
- “SOA”) - has informed the Partnership that on August 25 2021 the entry into the “Ofek-2” well 
started in preparation of conducting production tests therein, and that due to various delays in the 
commencement of work, including due to improving the insulation of the casing pipes, the 
production tests’ budget increased by USD 3.7 million (100%), compared with the previous budget 
approved by the partners in the Ofek Hadash license, which totaled USD 10-13 million (100%). 
Furthermore, to the extent that the results of the production tests in the first stage will be positive, 
the Partnership shall also participate (based on its proportionate share) in a conditional budget of 
USD 2.5 million (100%), that will be used for up to four additional production tests. SOA has also 
informed the Partnership that upon the completion of tests designed to check the proper functioning 
of the Well, it was found that it qualifies for execution of production tests in all target layers. As of 
the report’s date, SOA continues its preparations for the execution of the production tests, which 
are expected to last about three months. 

Forward-looking information - the Partnership’s above assessments as to the planned 
operations, the costs, the time tables and the actual execution of the planned operations in 
the Ofek Hadash license, and, accordingly, among other things, the planned duration of the 
production tests and the operations they involve, their costs and other aspects pertaining 
to the Ofek Hadash license and the production tests, constitute forward-looking information 
as defined in Section 32A to the Securities Law, 1968 (hereinafter - the “Securities Law”), 
which is based on the Partnership’s assessments as to the planned operations, the costs, 
time tables and the actual execution of the planned operations which are all based on 
assessments the Partnership received from SOA. The planned operations, the costs and the 
time tables may materially different from the above assessments, and they are conditional, 
among other things, on the partners in the Ofek Hadash license making appropriate 
decisions, obtaining the approvals required under any law, completion of the detailed 
planning of the operations’ components, receiving quotes from contractors, changes in the 
global suppliers and raw material markets, applicable regulation, technical capabilities, 
economic viability, operational conditions and market conditions. 

B. On October 25 2021, Globe Exploration (Y.C.D.) - Limited Partnership reported the fulfillment of 
the conditions precedent included in its agreement with SOA for the transfer of 10% of its rights in 
the Ofek Hadash license to SOA. It should be noted that the Partnership agreed to the said transfer 
of rights to SOA and waived its right to participate in the purchase of the said rights, in accordance 
with the provisions of the joint operating agreement of the Ofek Hadash license; the transfer of the 
said rights has not yet been completed. 

6. Referring to Section 1.7.14(b)b2 to the Periodic Report - engagement in transmission agreements 
with Israel Natural Gas Lines Ltd. (hereinafter - “INGL”) 

In September 2021, the operator in the Leviathan and Tamar reservoirs - Chevron Mediterranean 
Limited (hereinafter - “Chevron”) - updated the Partnership that in accordance with the update received 
from INGL regarding the completion of the Ashdod-Ashkelon offshore transmission section, the 
expected date on which the entire quantity in accordance with the agreement to provide transmission 
services for the purpose of piping natural gas from the Leviathan and Tamar reservoirs to EMG’s 
connection point in Ashkelon and for the purpose of its transmission to Egypt (hereinafter - the “Piping 
Start Date”) will take place in March 2023. Therefore, as of the report date, the Partnership and Chevron 
are considering the possibility of piping natural gas from Israel to Egypt via Jordan, as detailed in Section 
1.7.14(b)b2 to the Periodic Report. For information about the annual quantities of gas, which the 
Leviathan and Tamar partners undertook to supply under the Egypt export agreements, see Sections 
1.7.13(e)(1)b4 and 1.7.13(e)(2)b3 to the Periodic Report. 
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Forward-looking information - the Partnership’s above assessment regarding the Piping Start 
Date constitutes forward-looking information as defined in Section 32A to the Securities Law, 
which is based on assessments it received from INGL through Chevron, for which there is no 
certainty that it will materialize, in whole or in part, and which may materialize in a materially 
different manner than that described above, due to various factors that are not under the 
Partnership's control. 

7. Referring to Section 1.7.22 to the Periodic Report - Financing 

A. Debentures issued by Delek and Avner (Tamar Bond) Ltd. (hereinafter - "Tamar Bond 
Debentures") 

On October 5 2021, S&P Global Ratings published the ratification of a BBB- rating with a negative 
outlook for the Tamar Bond Debentures, and on October 6 2021, S&P Maalot published a 
ratification of a ilAA rating with a negative outlook for the Tamar Bond Debentures. 

B. The Partnership's Debentures (Series 1) (hereinafter - ”Series 1 Debentures") 

(1) Further to what is stated in Section A.9(c)2 to the update to the Third Part of Chapter A 
(Description of the Corporation’s Businesses) of the report for the first quarter of 2021, about 
the approval of a plan to purchase Series 1 Debentures, it should be noted that through the 
report’s date the Partnership executed buybacks at the total amount of NIS 56,961,790 par 
value of Series 1 Debentures in consideration for USD 15 million.  

(2) On October 20 2021, Midroog published an il.A2 rating for the Partnership’s Series 1 
Debentures. 

(3) Further to what is stated in Section 1.7.22(e) to the Periodic Report, the final repayment date 
of the Series 1 Debentures is December 31 2021. As of the report’s date, the Partnership is 
considering various alternatives for obtaining a bank credit facility in order to retain its 
financial flexibility. 

(4) Following on Section 1.7.22(k)(1) to the Periodic Report - It is noted that the Partnership 
complied with the financial covenants undertaken in the issue of the Series 1 Debentures to 
the public, as detailed below:3 

Financial Covenant 

Examined ratio as of 
September 30, 2021 

and as of the report’s date 

Partnership's economic capital 3,541 

Economic capital to debt ratio 9 

Distribution - 

8. Referring to Section 1.7.23 to the Periodic Report - Taxes 

A. Further to what is stated in Section 1.7.23(b) to the Periodic Report and in Section 10a to the update 
of the third part of Chapter A (Description of the Corporation's Business) in the the report for the 
second quarter of 2021 about the approval - by the Knesset Finance Committee - of the Income 
Tax Regulations (Rules for Calculation of Tax on the Holding and Sale of Participation Units in an 
Oil Exploration Partnership) (Amendment), 2021 (hereinafter - the “Regulations”), it should be 
noted that on September 14 2021, the Regulations were published in the Official Gazette. For 
further details, please see Note 5.K to the financial statements as of September 30, 2021, attached 
below. 

B. Further to what is stated in Section 1.7.23(f) to the Periodic Report about the publication for public 
scrutiny of the Memorandum of Taxation on Natural Resources Profits (Amendment) Law, 2021, it 
should be noted that on November 10 2021 the Knesset passed the second and third readings of 
Amendment No. 3 to the Taxation of Profits from Natural Resources Law, 2021. 

9. Referring to Section 1.7.24(f) to the Periodic Report - Material Legal or Administrative Actions 
Concerning Environmental Issues 

 

3  For information concerning calculation methods for the terms presented in the table, see Section 1.7.22(l)(1) to the 

Periodic Report: 
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A. Further to what is stated in Section 1.7.24(f)(1) to the Periodic Report regarding the appeal filed to 
the Supreme Court by the Homeland Guards Association against the Ministry of Environmental 
Protection and officers therein and against Chevron and the Ministry of Energy in connection with 
the Leviathan rig’s emissions permit (hereinafter, in this subsection - the “Appeal”), it should be 
noted that on November 2, 2021, the Supreme Court handed down a judgment dismissing the 
appeal without a court expenses order; the Supreme Court also stipulated that the costs ruled by 
the Distract Court still stand. 

B. Further to what is stated in Section 1.7.24(f)(2) to the Periodic Report regarding the appeal filed to 
the Supreme Court by several local and regional councils against the Head of the Air Quality 
Division at the Ministry of Environmental Protection and against Chevron in connection with the 
Leviathan rig’s emissions permit (hereinafter in this subsection - the “Appeal”), it should be noted 
that on October 7 2021 the Supreme Court handed down a judgment dismissing the appeal without 
a court expenses order. 

C. Further to what is stated in Section 1.7.24(f)(5) to the Periodic Report regarding the Ministry of 
Environmental Protection announcement concerning its intention to impose a financial sanction of 
an immaterial amount on Chevron for alleged breaches of the Leviathan rig’s emissions permit and 
the provisions of the Clean Air Law, 2008, in relation to the activation of flares on the production 
platform, it should be noted that on September 5 2021, the Ministry of Environmental Protection 
has imposed on Chevron a financial sanction at a reduced amount of NIS 548,520. 

D. On November 1 2021, Chevron received a warning letter and an invitation for a hearing before the 
Ministry of Environmental Protection in respect of failure to comply with the discharge permit to the 
sea given to the Leviathan rig and the breach of the Prevention of Sea Pollution from Land-Based 
Sources Law, 1988; according to the letter, Chevron failed to comply with the criteria set for 
discharge from the open system. The hearing has been set for December 12 2021. 

10. Referring to Section 1.7.27 to the Periodic Report - Applicability of Specific Legislation in Israel 
to Operations 

A. Further to what is stated in Section 1.7.27(g) to the Periodic Report and in Section A.12 to the 
update of the Third Part of Chapter A (Description of the Corporation's Business) in the report for 
the second quarter of 2021 about the Memorandum of the Economic Plan Law (Legislative 
Amendments for Implementing Economic Policies in the 2021 and 2022 Fiscal Years), 2021, 
Chapter __: - Natural Gas Market (hereinafter - the “Law Amendment”), which amends the Natural 
Gas Market Law, 2002 (hereinafter - the “Natural Gas Market Law”), it should be noted that on 
November 4 2021, the Knesset passed the second and third readings of the Law Amendment as 
part of the Economic Plan Law (Legislative Amendments for Implementing Economic Policies in 
the 2021 and 2022 Fiscal Years), 2021. 

11. Referring to Section 1.7.28 to the Periodic Report - Additional Regulatory Restrictions 

A. Further to what is stated in Section 1.7.28(h) to the Periodic Report, in Section 13.A to the report 
for the Third Part of Chapter A (Description of the Corporation's Business) for the second quarter 
of 2021 concerning the proposed targets for cutting emissions in the energy sector by 2050 and 
Government Resolution 171, which deals with the transition to a low-carbon economy (hereinafter 
- "Resolution 171"), it should be noted that on October 12 2021, the Ministry of Energy published 
a long-term strategic plan for meeting the targets for reducing emissions in the energy sector by 
2050.4 The plan sets out key courses of action and policies which are derived from the above 
targets, and covers the electricity, transportation, industry and natural gas sectors and the planning 
of infrastructures and regional collaborations. Further to the above, on October 29 2021, the office 
of the Spokesperson of the Israeli Prime Minister’s Office published a notice whereby the Prime 
Minister and the Minister of Energy agreed to increase the target for cutting carbon emissions, such 
that by 2050 Israel will reach zero carbon emissions.5 

B. Further to what is stated in Section 1.7.28(h) to the Periodic Report and Section 13.A to the report 
for the Third Part of Chapter A (Description of the Corporation's Business) for the second quarter 
of 2021 regarding Resolution 171, which sets targets for the reduction of emissions in the energy 

 

4 
https://www.gov.il/he/departments/publications/reports/energy_121021?utm_source=InforuMail&utm_medium=email&utm_ca
mpaign=%D7%A2%D7%93%D7%9B%D7%95%D7%A0%D7%99%D7%9D+%D7%9E%D7%90%D7%AA%D7%A8+%D7%9E%
D7%A9%D7%A8%D7%93+%D7%94%D7%90%D7%A0%D7%A8%D7%92%D7%99%D7%94+%28253%29 

5  https://www.gov.il/he/departments/news/carbon_emissions291021 

https://www.gov.il/he/departments/publications/reports/energy_121021?utm_source=InforuMail&amp;amp;utm_medium=email&amp;amp;utm_campaign=%D7%A2%D7%93%D7%9B%D7%95%D7%A0%D7%99%D7%9D+%D7%9E%D7%90%D7%AA%D7%A8+%D7%9E%D7%A9%D7%A8%D7%93+%D7%94%D7%90%D7%A0%D7%A8%D7%92%D7%99%D7%94+%28253%29
https://www.gov.il/he/departments/publications/reports/energy_121021?utm_source=InforuMail&amp;amp;utm_medium=email&amp;amp;utm_campaign=%D7%A2%D7%93%D7%9B%D7%95%D7%A0%D7%99%D7%9D+%D7%9E%D7%90%D7%AA%D7%A8+%D7%9E%D7%A9%D7%A8%D7%93+%D7%94%D7%90%D7%A0%D7%A8%D7%92%D7%99%D7%94+%28253%29
https://www.gov.il/he/departments/publications/reports/energy_121021?utm_source=InforuMail&amp;amp;utm_medium=email&amp;amp;utm_campaign=%D7%A2%D7%93%D7%9B%D7%95%D7%A0%D7%99%D7%9D+%D7%9E%D7%90%D7%AA%D7%A8+%D7%9E%D7%A9%D7%A8%D7%93+%D7%94%D7%90%D7%A0%D7%A8%D7%92%D7%99%D7%94+%28253%29
https://www.gov.il/he/departments/news/carbon_emissions291021
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sector by 2030 and 2050, it should be noted that on October 24 2021, several government 
resolutions were passed further to Resolution 171, as follows: 

(1) Government Resolution No. 541, which approved the updating of the national plan for energy 
efficiency and the reduction of greenhouse gas emissions, the key points of which are as 
follows: (a) To adopt an energy-intensity interim target of 131.7 MWh per NIS 1 million of 
GDP by 2026; (b) to appoint an inter-ministerial task force headed by the Ministry of Energy 
for monitoring and control of the implementation of the national energy efficiency plan; (c) to 
require all government ministries to report to the Ministry of Energy on measures they take 
to increase energy efficiency and the use of renewable energies; (d) to require the Minister 
of Energy, the Minister of Environmental Protection and the Minister of Economy and Industry 
to implement grant schemes and promote innovative projects for energy efficiency and 
reduction of greenhouse gases emission and reducing the adverse effect on competition in 
the Israeli industry; and (e) to require the Minister of Energy to promote the preparation and 
implementation of sustainable energy programs in municipalities. 

(2) Government Resolution No. 542, the key points of which are as follows: (a) setting a new 
target whereby as from 2035 at least 50% of vehicles above 3.5 tons imported into Israel 
shall be clean or use fuels that reduce 80% of greenhouse gases emissions compared to 
diesel-powered vehicles; (b) setting-up an inter-ministerial steering team that will monitor the 
achievement of the resolution’s targets, take action to remove barriers to their achievement 
and recommend changes for promoting the implementation of the resolution’s targets; and 
(c) describing the measures to be taken in order to achieve the targets set in the resolution. 

(3) Resolution No. 543, dealing with the acceleration of infrastructure project as part of the fight 
against climate change, in which it was decided to set-up an inter-ministerial task force 
headed by the Director General of the Prime Minister's Office, in order to accelerate national 
infrastructure projects for reducing greenhouse gases emissions and meeting the targets for 
transition to a low-carbon economy. 

C. Further to what is stated in Section A.13c to the report for the Third Part of Chapter A (Description 
of the Corporation's Business) for the second quarter of 2021 about the promotion of a plan for the 
implementation of a mechanism for the imposition of a carbon tax by the Ministry of Environmental 
Protection, the Ministry of Finance, the Ministry of Energy and the Ministry of Economy, it should 
be noted that further to Resolution 171, on August 1 2021, the Government passed resolution No. 
286 (hereinafter - “Resolution 286”), the key points of which are as follows: (a) To instruct the 
Minister of Finance to amend the Fuel Excise Order, the Customs Tariff and Exemptions Order and 
the purchase tax on goods, in order to achieve the gradual internalization of the environmental 
externalities of carbon emissions. The taxes relating to natural gas will be imposed gradually 
starting in 2023, as follows: The amount of the excise and purchase tax on natural gas will be NIS 
29 per ton in 2023; NIS 45 per ton in 2024; NIS 65 per ton in 2025; NIS 91 per ton in 2026; NIS 126 
per ton in 2027; NIS 170 per ton in 2028, and so on. Furthermore, the resolution sets out a taxation 
mechanism for all fuels and for mixed waste burial and burning costs; (b) to instruct a team headed 
by the Budget Department of the Ministry of Finance and the Ministry of Energy, in consultation 
with the Bank of Israel and the National Insurance Institute, to provide the Director General of the 
Ministry of Energy with recommendations on mechanisms for encouraging energy efficiency and 
facilitating the transition to clean energy by disadvantaged groups as a result of the imposition of 
the said tax, without adversely impacting the tax’s underlying incentives for cutting emissions, within 
6 months from the date of the publication of Resolution 286; (c) to present to the Government, 
within 60 days from the date of Resolution 286, with a national multi-annual plan for increasing 
energy efficiency in the business sector, with an emphasis on industry; and (d) should technological 
developments be introduced that will make it possible to reduce carbon emissions from source 
fuels, the Ministry of Energy, the Ministry of Finance and the Ministry of Environmental Protection 
shall assess the consequences of such technological developments6. 

D. On August 18 2021 the Memorandum on the Gas Law (Safety and Licensing) (Amendment No. ...) 
(Various Amendments), 2021 (hereinafter - the “Safety and Licensing Law Memorandum”)7 was 
published for public scrutiny, which proposes changes to the existing safety regulation in the natural 

 

6   https://www.gov.il/he/departments/policies/dec286_2021 
7  https://www.tazkirim.gov.il/s/law-item/a093Y00001RdkpCQAR/%D7%AA%D7%96%D7%9B%D7%99%D7%A8-

%D7%97%D7%95%D7%A7-%D7%94%D7%92%D7%96-%D7%91%D7%98%D7%99%D7%97%D7%95%D7%AA-
%D7%95%D7%A8%D7%99%D7%A9%D7%95%D7%99-%D7%AA%D7%99%D7%A7%D7%95%D7%9F-%D7%9E%D7%A1-
%D7%9E%D7%99%D7%AA%D7%A7%D7%A0%D7%99-%D7%92%D7%96-%D7%98%D7%91%D7%A2%D7%99-
%D7%9C%D7%A9%D7%99%D7%9E%D7%95%D7%A9-%D7%91%D7%99%D7%AA%D7%99-
%D7%94%D7%AA%D7%A9%D7%A4%D7%90?language=iw 
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gas sector, by introducing amendments both to the Gas Law (Safety and Licensing), 1989, which 
regulates safety issues in the gas sector and confers the power to set safety rules and regulations 
for gas facilities and for those engaged in the natural gas sector, and to the Natural Gas Market 
Law. The Safety and Licensing Law Memorandum prescribes rules and directives that will apply to 
license holders pursuant to the Natural Gas Market Law, the key provisions of which are as follows: 
(1) To determine that the installation of a gas facility or a fundamental change therein will require 
an installation permit by an inspecting body, in lieu of the Director of the Gas Authority; (2) to allow 
the Minister of Energy to appoint ministry employees to serve as supervisors who are entrusted 
with the execution of the provisions of the law, and confer upon them enforcement powers to 
conduct investigative, inspection and seizure activities; (3) to amend the section requiring the 
construction or change of a gas facility in accordance with a specification, such that the specification 
will be approved by the CEO and Chief Engineer of the license holder, in lieu of approval by the 
Director of the Gas Authority and the Safety Commissioner; (4) to define, in a focused and clear 
manner, which provisions of the law constitute criminal offenses and to set a penalization hierarchy 
according to the severity of the offense; and (5) to confer upon the Director of the Gas Authority the 
power to impose a financial sanction for violation of some of the provisions that are can be enforced 
in this manner.  

12. Referring to Section 1.7.30 to the Periodic Report - Legal Actions 

A. Further to what is stated inSection 1.7.30(b) to the Periodic Report and in Section A.14(a) to the 
update to the Third Part of Chapter A (Description of the Corporation's Business) of the report for 
the second quarter of 2021 regarding the District Court ruling that rejected the motion for class 
action certification filed by a consumer of the Israel Electric Corporation Ltd. (hereinafter - “IEC” 
and in this section: the “Applicant”, respectively) against the Tamar partners, in connection with the 
price for which natural gas is sold to the IEC by the Tamar partners (hereinafter in this section - the 
“Ruling”), it should be noted that the on September 30 2021, the Applicant appealed against the 
Ruling to the Supreme Court. For more information, see the Company’s immediate report dated 
October 3, 2021 (Ref. No. 2021-01-150300), the details of which are included herein by way of 
reference.  

B. Further to what is stated in Note 24A1(1) to the Company's Annual Financial Statements and in 
Section 14(b) to the update to the Third Part of Chapter A (Description of the Corporation's 
Business) of the report for the second quarter of 2021, regarding a class action and a motion for 
class action certification in respect of the said class action (hereinafter in this section - the 
“Certification Motion”), which was filed to the Tel Aviv District Court (Economic Department) by a 
shareholder of Tamar Petroleum Ltd. (hereinafter - “Tamar Petroleum”) and the Public 
Representatives association, against the Partnership, Tamar Petroleum, officers thereof and 
Leader Issuances (1993) Ltd., in connection with the issuance of Tamar Petroleum shares in July 
2017, it should be noted that on November 7 2021 the request to appeal the decision to approve 
the amendment of the Certification Motion was rejected. 

13. Referring to Sections 1.7.31 and 1.20.3 to the Periodic Report - Goals and Business Strategy 

A.  Further to what is stated in Sections 1.7.31 and 1.20.3 to the Periodic Report, in Section A.8 to the 
update to the Third Part of Chapter A (Description of the Corporation's Business) of the report for 
the second quarter of 2021, and Section A.15 to the update to the Third Part of Chapter A 
(Description of the Corporation's Business) of the report for the second quarter of 2021, concerning 
efforts to potentially list the Partnership's principal assets on a foreign exchange, and a 
corresponding application by the general partner and the limited partner in the Partnership 
(hereinafter in this section - the “Applicants”) with the court under Sections 350 and 351 to the 
Companies Law, 1999 to approve the summons of a general meeting of holders of the Partnership's 
participation units (hereinafter in this Section - the “Application") in order to approve an 
arrangement to swap participation units with ordinary shares of a new company incorporated in 
England (hereinafter in this Section - the “Arrangement"), it should be noted that on October 6 
2021, the Applicants, the supervisors and the Company submitted responses to the Application 
and that the Application was heard on October 13 2021. Furthermore, on November 2 2021 the 
Court approved a procedural arrangement proposed by the parties, according to which, on 
November 10 2021 and November 14 2021 respondents 5-7 and the Israel Securities Authority 
submitted their response, respectively. It should be noted that the applicants and the Company 
have the right to reply to the submitted positions by December 12, 2021   

It is clarified that, as of report date, there is no certainty as to the Arrangement’s approval date, its 
feasibility and whether all of the approvals required for its implementation will be obtained. 
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14. Natural gas and condensate production data from the Tamar Project for the first, second and 
third quarters of 2021:8,9  

 Q1 Q2 Q3 

 Natural 
gas 

Condensate 
Natural 

gas 
Condensate 

Natural 
gas 

Condensate 

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

7,348 9.9 7,066 9.0 11,708 15.8 

Average price per output unit (attributable to 
the equity holders of the Company) (USD per 
MCF and BBL)10 

4.59 50.26 4.65 60.0 4.69 62.09 

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

The State 0.49 5.3 0.5 6.4 0.53 7.0 

Third parties 0.39 4.1 0.4 5.8 0.42 6.2 

Interested 
parties 

- - - - - - 

Average production costs per output unit 
(attributable to the equity holders of the 
Company) (USD per MCF and BBL)1112, 

0.73 3.98 0.59 3.4 0.32 1.75 

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

2.98 36.88 3.16 44.4 3.42 47.2 

 

15. Natural gas production data from the Leviathan Project for the first, second and third quarters 
of 2021:13,14 

 Q1 Q2 Q3 

Natural gas Natural gas Natural gas 

Total output (attributable to the equity holders of the Company) for the 
period (in MMCF for natural gas) 23,762 24,214 24,747 

Average price per output unit attributable to the equity holders of the 
Company (USD per MCF) 4.98 5.01 5.37 

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

The State 0.54 0.55 0.59 

Third parties 0.13 0.13 0.14 

Interested parties 0.07 0.07 0.07 

 

 8  The share attributable to holders of the Company's equity rights in the output, royalties paid, production costs and 

net proceeds have been rounded to two decimal digits. 

9  Production data during the reporting period of 2021, are based only on the Partnership's direct holdings in the Tamar 

Project, of 22%. It should be noted that the effective date of the transaction for sale of the Partnership’s rights in the 
Tamar project, as described in Section Error! Reference source not found. above, is August 1, 2021. 

10  The average price per output unit in the first two quarter of 2021 accounts for the Partnership's actual price including 

the framework for natural gas sales between the Tamar Project and the Yam Tethys Project. 

 For more information on this matter, see Sections 1.7.9 and 1.7.30(c) to the Periodic Report. 
11  Data only include current production costs, and do not include the reservoir's exploration and development costs or 

the Partnership's future tax payments.  
12  It is noted that the average production costs per output unit include natural gas transmission costs using INGL's 

pipeline to EMG's connection point in Ashkelon for supplying gas to Egypt of USD 5.3 million in the first quarter of 
2021, USD 3.1 million in the second quarter of 2021, and USD 2.2 million in the third quarter of 2021 (100%). 

13  The data in the table concerning the percentage attributable to holders of the Company's equity rights in the average 

cost per output unit, paid royalties, production costs and net proceeds have been rounded to two decimal digits. 
14  As the overall cost of condensate production in the third quarter of 2021 exceeded the overall revenue therefrom, 

and as condensate is a by-product of natural gas production, the table does not present separate data for condensate 
production. All costs and expenses associated with condensate production were attributed to natural gas production. 
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 Q1 Q2 Q3 

Natural gas Natural gas Natural gas 

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

0.12 0.12 0.13 

Average production costs per output unit (attributable to the equity 
holders of the Company) (USD per MCF).1516 0.61 0.64 0.61 

Average net proceeds per output unit (attributable to the equity 
holders of the Company) (USD per MCF) 3.75 3.74 4.09 

 

B. The Energy Abroad Segment 

1. Referring to Section 1.8.4 to the Periodic Report - Ithaca's Oil Assets on the Continental Shelf of 
the Coast of England in the North Sea 

A. Referring to Section 1.8.4(e) to the Periodic Report -  

(1) For information concerning significant petroleum indications discovered in the exploration 
drilling in the oil asset located in the P2373 license near the Alba Reservoir in the North Sea 
- the Fotla reservoir, an increase in the drilling AFE  following the indications of petroleum, 
and a notice of a gas and oil discovery in the Fotla reservoir, see the Company's immediate 
reports of September 9 2021 (Ref. No.: 2021-01-145104), of September 12 2021 (Ref. No.: 
2021-01-078355) and of September 30 2021 (Ref. No. 2021-01-081658), the details of which 
are incorporated herein by way of reference. 

(2) For information concerning a transaction (that has not yet been completed) for the purchase 
of additional rights in the oil asset on the P213 license - the Alba Reservoir in the North Sea, 
and updates and changes to the project description in the Periodic Report,  see the 
Company's immediate report of September 19 2021 (Ref. No.: 2021-01-079804), 
incorporated herein by way of reference. 

B. With regard to Section 1.8.4 (f) to the Periodic Report - further to what is stated in Section B.1.b to 
the update to the Third Part of Chapter A (Description of the Corporation’s Businesses) in the report 
for the second quarter of 2021, regarding the decision to drill an exploration well in the oil asset in 
the P1589 license - the Jade South reservoir in Block 30 in the North Sea (hereinafter in this 
subsection: the “Well” or the “Oil Asset”), on November 11 2021 the Company announced that the 
Oil Asset’s operator - Chrysaor Petroleum Company U.K. Limited - has informed the partners in the 
Oil Asset that significant petroleum indications were discovered in the Well. For more information, 
see the Company’s immediate report dated November 11, 2021 (Ref. No. 2021-01-165597), the 
details of which are included herein by way of reference. 

2. Referring to Section 1.8.18(b) to the Periodic Report - Financing - RBL Loan 

A. As of September 30, 2021, and the report's approval date, Ithaca complied with the covenants set 
forth in the RBL Facility agreements, as follows:  

1. Overall sources exceed overall uses for the next 12 months;  

2. The ratio between the net present value of guaranteed cash flows under the RBL Facility over the 
projects' lives, and the amount withdrawn from the RBL Facility will not fall below 1:1.15. As of 
September 30, 2021, this ratio stood at 2.6. Near the report's approval date, the ratio stood at 3.2; 

3. The ratio between the net present value of guaranteed cash flows under the RBL Facility over the 
RBL Facility's life, and the amount withdrawn from the RBL Facility will not fall below 1:1.05. As of 
September 30, 2021, this ratio stood at 2.4. As of the report's approval date, the ratio stood at 2.9. 

 

15  Data only include current production costs, and do not include the reservoir's exploration and development costs or 

the Partnership's future tax payments. 
16  It is noted that the average production costs per output unit include natural gas transmission costs using INGL's 

pipeline to EMG's connection point in Ashkelon for supplying gas to Egypt of USD 12.5 million in the first quarter of 
2021, USD 11.7 million in the second quarter of 2021, and USD 13.6 million in the third quarter of 2021 (100%). 
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3. Referring to Sections 1.8.25(b)(3) to the Periodic Report - Goals and Business Strategy 

On November 2 2021 Ithaca entered into agreement with Marubeni North Sea Limited (hereinafter - the 
“Transaction”) for the purchase of the entire share capital (100%) of Marubeni Oil and Gas (U.K.) 
(Limited). The completion of the Transaction is intended, among other things, to increase the Company’s 
existing asset base in the overseas energy segment and Ithaca’s share of oil and gas asset reserves in 
the North Sea, such that if the Transaction is completed, Ithaca’s output will increase, effective 
immediately, by 7,000-8,000 barrels per day. Ithaca believes that the Transaction may be completed in 
the first quarter of 2022. For more information, see the Company’s immediate report dated November 
3, 2021 (Ref. No. 2021-01-162765), the details of which are included herein by way of reference. 

4. Production data for Ithaca's oil producing assets: 

A. Production data attributable to the Company's share in Captain-area assets for the first, second and 
third quarters of 2021: 
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Q1 Q2 Q3 

Oil 
Natural 

gas 
Condensate Oil 

Natural 
gas 

Condensate Oil 
Natural 

gas 
Condensate 

Total output for the period 
1,801,559 

bbl 
- - 

1,890,285 
bbl 

- - 
1,332,578 

bbl 
- - 

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

58.0 - - 71.6 - - 77.9 - - 

Average production costs per output unit 
(USD per boe) 

17.1 - - 15.2 - - 21.7 - - 

Average net proceeds per output unit 
(USD per boe) 

41.0 - - 56.5 - - 56.2 - - 

 

B. Production data attributable to the Company's share in the GSA Project for the first, second and third quarters of 2021:  

 

Q1 Q2 Q3 

Oil 
Natural 

gas 
Condensate Oil 

Natural 
gas 

Condensate Oil Natural gas Condensate 

Total output for the period 364,950 
bbl 

3,498  mcf 
131,651  

bbl 287,727 bbl 2,933 mcf 101,021 bbl 
354,472  

bbl 
3,838 mcf 

127,360  
bbl 

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

64.50 37.2 44.5 74.4 49.6 44.3 75.0 93.8 75.4 

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

0.8 0.8 0.8 0.9 0.9 0.9 1.1 1.1 1.1 

Average production costs per output unit 
(USD per boe) 11.1 11.1 11.1 13.5 13.5 13.5 15.7 15.7 15.7 

Average net proceeds per output unit (USD 
per boe) 52.6 25.2 32.6 60.0 35.2 29.9 58.2 77.0 58.6 
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C. Production data attributable to the Company's share in Ithaca-operated assets for the first, second and third quarters of 2021:  

 

Q1 Q2 Q3 

Oil 
Natural 

gas 
Condensate Oil 

Natural 
gas 

Condensate Oil Natural gas Condensate 

Total output for the period 650,680  
bbl 

4,264  mcf 
61,819 

 bbl 
391,278  

bbl 
1,415  mcf 

13,516  
bbl 

514,018  
bbl 

2,465 mcf 
19,022   

bbl 

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

64.5 39.8 47.7 64.5 42.1 47.7 64.5 100.9 47.7 

Average production costs per output unit 
(USD per boe) 19.4 19.4 19.4 41.1 41.1 41.1 33.7 33.7 33.7 

Average net proceeds per output unit 
(USD per boe) 

45.1 20.4 28.2 23.4 0.9 6.5 30.8 67.2 13.9 

 

D. Production data attributable to the Company's share in Ithaca's other active oil assets for the first, second and third quarters of 2021: 

 

Q1 Q2 Q3 

Oil Natural gas Condensate Oil 
Natural 

gas 
Condensate Oil 

Natural 
gas 

Condensate 

Total output for the period 
547,075 

bbl 

5,224 

mcf 

123,751 

bbl 
354,879 bbl 2,991 mcf 

101,060 

bbl 

522,355 

bbl 

4,888 

mcf 

61,413 

bbl 

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

(USD per boe) 
56.7 20.5 41.5 56.7 50.5 41.5 56.7 95.8 41.5 

Average production costs per output unit 
(USD per boe) 

15.4 15.4 15.4 24.6 24.6 24.6 15.6 15.6 15.6 

Average net proceeds per output unit (USD 
per boe) 

41.3 26.3 26.1 32.1 25.8 16.9 41.2 80.3 25.9 
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Part Four – Matters Relating to the Company as a Whole 

A. Referring to Section 1.11 to the Periodic Report - Human Capital 

As to the reappointment of Mr. Shimon Doron as external director of the Company, extension of the 
expense reimbursement mechanism to Mr. Yitzhak Sharon (Tshuva), a Company director and 
controlling shareholder in the Company and approval of a bonus to the Chairman of the Board of 
Directors, see the Company’s immediate report on the convening of a general meeting of September 
12 2021 (Ref. No.: 2021-01-078370) and immediate report on the results of a general meeting of 
October 17 2021 (Ref. No.: 2021-01-156735), incorporated herein by way of reference. 

B. Referring to Section 1.10(b) to the Periodic Report -the asset in Acre 

For information on the addendum to the agreement for the sale of a subsidiary’s rights in a real estate 
asset in Acre and the payment of the consideration, see the Company’s immediate report of October 12 
2021 (Ref. No.: 2021-01-087187), which is incorporated herein by way of reference. 

C. Referring to Section 1.14.3 to the Periodic Report - Meeting the Financial Covenants of 

the Debentures 

For information regarding the meeting of financial covenants of the Company's outstanding debentures, 
see Chapter D to the Company’s Board of Directors Report. 

D. Referring to Sections 1.14.9 and 1.14.12 to the Periodic Report - Debentures and 

Pledges  

1. In October 2021, the Company issued to the public NIS 360,000,000 par value in Debentures 
(Series B36), a new debenture series, for a total (gross) consideration of NIS 360 million, and in 
accordance with the deed of trust signed with Reznick Paz Nevo Trusteeships Ltd.  For further 
details, see the Company’s immediate reports dated October 24, 2021 (Ref. No. 2021-01-090571) 
and October 25, 2021 (Ref. No. 2021-01-090979), the details of which are included herein by way 
of reference. For additional information concerning the deed of trust, see the Company's immediate 
report dated October 26, 2021 (Ref. No. 2021-01-159996), the details of which are included herein 
by way of reference.  

2. On November 7 2021, the Company’s Board of Directors approved a private allocation of 
NIS 66,493,000 par value of the Company’s Series B35 Debentures to offerees who are investors 
included with the type set in the First Addendum to the Securities Law. The Debentures were allocated 
to offerees in 66,493, each of which comprises NIS 1,000 par value in Series B35 Debentures at a price 
of NIS 1,068 per unit of Series B35 Debentures for a total consideration ofNIS 71,014,524 million. For 
more information, see the Company’s immediate report dated November 7, 2021 (Ref. No. 2021-01-
163704), the details of which are included herein by way of reference. 

3. For details regarding the approval of Amendment No. 3 to the trust deed (Series B18, B19, B22, 
B31, B33 and B34), and regarding the advancement of payments thereunder, see Section C.1 to 
the update the First Part of Chapter A (Description of the Corporation's Business) above. 

4. Following on Section D3 above, the following table presents the number of participation units in the 
Partnership, pledged as of the publication date of this report: 

Participation units pledged to the holders of Debentures (Series B18, 
B19, B22, B31, B33, and B34) 469,525,878 

No. of participation units pledged to the holders of Debentures 
(Series B35) 

153,334,217 

Unencumbered participation units (held indirectly by a wholly-owned 
investee of the Company)17 13,138,378 

 

 

17  Excluding participation units in the Partnership held by Avner Oil and Gas Ltd., which are 50% held by Delek Energy 

Systems Ltd. (a wholly-owned investee of the Company).   
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E. Referring to Section 1.14.14 to the Periodic Report - Credit Rating  

On November 23 2021, the rating agency Midroog Ltd. announced the assigning of an initial rating to 
the debentures (Series B18, B19, B22, B31, B33, and B34) issued by the Company; the rating assigned 
is Baa3.il with a stable outlook. For more information, see the Company’s immediate report dated 
November 23, 2021 (Ref. No. 2021-01-170175), the details of which are included herein by way of 
reference. 
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November 28, 2021 

 

D e l e k  G r o u p  L t d. 
 

 

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

For the nine and three-month periods ended September 30, 2021 

 

The Board of Directors of the Delek Group Ltd. (hereinafter - the "Company” and/or the “Group”) hereby 
presents the Company's Report of the Board of Directors for the nine and three-month periods ended 
September 30, 2021. 

A. The Board of Directors’ explanations on the state of the Company's affairs 

1. Description of the Company and its business environment 

The Company operates mainly through investees engaged in oil and gas exploration and production in 
Israel and abroad. In this context, it is noted that in the fourth quarter of 2020, the Company sold its 
controlling stake in Delek the Israel Fuel Corporation Ltd. (hereinafter – "Delek Israel"), which markets 
fuel products in Israel. As of the approval date of the financial statements, the Group holds approximately 25% 

Delek Israel’s shares. Furthermore, in the fourth quarter of 2019, the Company completed the sale of its 
Insurance and Finance in Israel operations (The Phoenix), and completed the acquisition of oil and gas 
producing assets in the North Sea.  

The Group's financial data and its operating results are affected, among other things, by the financial 
data and operating results of its investees, and by the sale or acquisition of the Company’s holdings. 
The Company's cash flow is affected, among other things, by dividends received from its investees, by 
inflows from the disposal of its holdings therein, by its ability to raise financing in Israel and abroad which 
depends, among other things, by the value of its holdings, by the condition of the financial market in 
Israel and abroad, by oil and natural gas prices, and by the Group's investments.  

The Company's financial statements as of September 30, 2021 include an emphasis of matter in the 

independent auditor's review report as stated in Note 1 to the Consolidated Interim Financial Statements. 
 

The Company has acted successfully and is continuing to act to further execute its business plans aimed 
at significantly reducing its financial debt, including as follows: Further equity transactions in its 
investees, including raising of capital by the Company (NIS 625 million in 2020 and through the approval date 

of the financial statements), disposal of assets and investments that are outside the Group’s core business (NIS 

2.3 million in 2020 and through the approval date of the financial statements), raising of debt backed by assets 
(raising debentures for a total of NIS 1.2 billion), receiving significant dividends from investees, 
refinancing in Ithaca, repayment of shareholder loan granted by the Company to Ithaca, and more. All 
of the above measures generated significant cash flows for the Company, amounting to billions of 
shekels, which were used and continue to be used by the Company to repay its liabilities, on time and 
on schedule; the successful completion of these measures, combined with the recovery of global energy 
prices (gas and oil) over the past year, and the new trajectory characterizing the Company’s business 
environment, have led to a sharp drop in the yield on the Company’s debentures (to their pre-Covid-19 
level), in parallel with a sharp rise in its share prices and value of its assets.  

The Company’s management believes - based on past experience and on the Company's proven ability 
to raise the resources required to meet its commitments within a short period of time, and to execute its 
business plans in order to meet its commitments, as shown over the past year and a half (during the 
global Covid-19 crisis) - that its plans are reasonable and are likely to materialize.  

Midroog rated the Company’s Old Debentures Baa3.il, with a stable outlook (a rating that meets the 
requirements of the trust deed in respect of the low rating grounds, as defined by the trust deed, subject 
to these debentures not being rated lower, at the relevant date, by another rating agency). In addition, 
the balance of cash in the coffers of the Company and its staff companies, as well as in escrow with the 
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trustee, enables the Company to make significant early repayments of amounts it is due to the debenture 
holders by the end of March 2022, in accordance with the November 2021 amended deed.  

The above measures helped the Company to significantly reduce, within a short period of time, the 
Group's net financial debt by NIS 2 billion (relative to the pre-Covid-19 debt levels) and boost the Group's 
liquidity and financial flexibility, while leaving the Group with significant core assets (about 55% of Delek 
Drilling, 100% of the rights in the overriding royalty on Leviathan and 100% of Ithaca’s shares), in 
addition to holdings in other assets with significant appreciation potential (25% of Delek Israel shares; 
25% of the land rights in Acre; The Phoenix Seller's Loan and rights in the Group’s office building in 
Herzliya and the adjacent hotel (about 70%)).  

In addition, as of the approval date of the financial statements, the Company has several alternatives in 
the event that any of its business plans for the near future do not materialize and/or are not materialized 
in full, including financing and/or disposing of additional assets that are available to the Company and/or 
obtaining financing by raising or refinancing debt. 

In light of the above, the management and Board of Directors believe, based on the sources described 
above, that the Company will continue to meet the financial covenants in the foreseeable future, and 
based on the Company’s plans and the alternatives available to it, the Company has adequate sources 
that will enable it to meet its liabilities in the foreseeable future.   
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2. Principal Operations  

Oil and gas operations in and around Israel 

− The Group's gas and oil operations in Israel are carried out mainly through Delek Drilling Limited 
Partnership (hereinafter - "Delek Drilling" or the "Partnership"). As of the consolidated interim 
financial statements' approval date, the Partnership mainly deals in the exploration, development 
and production of natural gas, condensate and oil in Israel and Cyprus, and in promoting various 
natural gas-based projects, in order to increase natural gas sales. At the same time, the Partnership 
is studying various business opportunities with a similar profile to the Partnership's operations.  

− On May 4, 2021, the general partner and the trustee asked the court to exercise its powers under 
Sections 350 and 351 to the Companies Law, 1999 (hereinafter - the “Companies Law"), and 
summon a general meeting of the holders of participation units issued by the trustee (hereinafter - 
the “Participation Units"). This general meeting would discuss the approval of an arrangement 
whereby the Participation Units would be swapped for ordinary shares in a new company, New 
Med Energy Plc (hereinafter - "New Med"), incorporated in England, and which will hold all of the 
trustee's and the general partner's rights in the Partnership (100%). New Med's shares would be 
dual-listed on the Tel Aviv Stock Exchange and on the London Stock Exchange. For more 
information, see Note 3C to the consolidated interim financial statements.  

− In September 2021, the Partnership announced that it had signed a binding and conditional 
agreement to sell its rights in the Tamar and Dalit leases. In consideration for the Sold Assets, on 
the transaction completion date the Acquirers will pay to the Partnership a total of USD 1.025 billion, 
and the effective date was set to August 1, 2021.  In accordance with the Partnership’s report, on 
November 24, 2021, all the conditions precedent to the transaction were met, and the transaction 
completion date is expected in the next few weeks, to be in accordance with the mechanism 
specified in Note 5B to the Consolidated Interim Financial Statements. 

− In September 2021, the Partnership announced a profit distribution of USD 100 million (the Group's 
share is approximately USD 54 million (approximately NIS 177 million)). The dividend was received 
subsequent to balance sheet date, in October 2021. 
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Oil and gas operations in the North Sea 

− The Group's operations in this segment are carried out through Ithaca Energy Ltd. (hereinafter - 
"Ithaca"), a wholly-owned Group subsidiary dealing in oil and gas exploration, production and sale 
in the North Sea, and holding the rights to oil assets located in the North Sea in territorial waters 
off the coast of England. Furthermore, Ithaca serves as the operator in most of its assets.  

− In the reporting period, Ithaca received the local gas and oil authority's approval and began Phase 
2 of the Captain Reservoir's development, using polymers to accelerate oil production from the 
reservoir. The second phase includes drilling up to 10 additional wells, laying underwater pipelines, 
and expanding the production facility. It is noted that this is a long-term project, which is expected 
to significantly increase production from the reservoir starting from 2024 for a period of several 
years. Furthermore, in the reporting period, Ithaca applied for approval of its development plan for 
the Abigail Reservoir, located in the GSA. The plan is expected to be approved in the fourth quarter 
of 2021. Production from this reservoir is expected to begin in the third quarter of 2022. 

− In August 2021, Ithaca began exploration in the Fotla reservoir, located about 12 kilometers from 
the Alba North platform. Ithaca holds 60% of the rights to the reservoir, and also serves as its 
operator. Following the results of the various tests conducted in the drilling site during September 
2021, the Company is satisfied about the existence of oil and natural gas in the drilling site. 
According to the initial assessments by Ithaca, the quantity of oil and natural gas discovered at the 
drilling site justifies estimating the total quantity of petroleum resources in the oil asset, as well as 
carrying out an assessment and estimation of the amounts of oil and natural gas that can be 
extracted in an economically viable manner. Due to the above, the Fotla drilling constitutes an oil 
and natural gas discovery. 

− In November, 2021, the operator of the Jade South oil asset - 19.93% of which is held by Ithaca, 
updated that it had discovered significant indications of petroleum in an exploration drilling carried 
out in the reservoir. 

− Ithaca is also pursuing development plans for additional reservoirs in the GSA, and is studying 
additional development opportunities in the portfolio acquired in the Chevron transaction. 

− On September 17 2021, Ithaca entered into an agreement to increase the rights in the Alba 
reservoir by purchasing further 13.3% in the reservoir, such that subsequent to the completion of 
the transaction Ithaca, which serves as the reservoir’s operator, shall hold 36.7% in the reservoir.  
The completion of the transaction is conditional on the receipt of regulatory approvals and fulfillment 
of additional terms and conditions set forth in the agreement. For more information, see Note 5R 
to the consolidated interim financial statements. 

− Subsequent to balance sheet date, in November 2021, Ithaca entered into an agreement to acquire 
the entire share capital of Marubeni Oil and Gas (U.K.) (Limited), which operates in the field of 
energy in the North Sea area; the Company owns, among other things, rights to 41.3% of oil assets 
in the MonArb area (which includes 9 producing oil fields). The non-contingent consideration set 
forth in the acquisition agreement is USD 140 million, of which USD 70 million is deferred 
consideration, payable in 2025. Ithaca intends to finance the transaction out of own sources. It 
should be noted that the Company has no obligation in connection with the execution of the 
Transaction, excluding the obligations to decommission the production wells, as is the accepted 
practice. The completion of the Transaction depends, among other things, on fulfillment of the 
conditions precedent set in the Acquisition Agreement. Ithaca believes that the Transaction may 
be completed in the first quarter of 2022. For more information, see Note 3D(3) to the consolidated 
interim financial statements. 

− In May 2021, Ithaca distributed USD 15 million in dividends. 

− In July 2021, Ithaca completed the refinancing process, which included an agreement with a 
consortium of international banks to provide a reserve-based lending facility and guarantees 
(hereinafter - the “RBL Facility”) amounting to USD 1.225 billion, repayable in 2026, as well as the 
issuance on July 23, 2021 of a debenture series amounting to USD 625 million, repayable in 2026 
(hereinafter - the “Debenture Series”). The blended interest rate of the total financing (the RBL 
Facility, assuming full utilization of the facility for withdrawal and excluding the guarantee and the 
addition of the debentures), is 5.2%, as outlined in Note 5P to the Consolidated Interim Financial 
Statements.  

− Shortly after completion of the refinancing, Ithaca repaid the Company a total of USD 250 million 
on account of the shareholder loan provided by the Company to Ithaca. In addition, the proceeds 
of the debentures, together with amounts withdrawn from the RBL Facility, were used for the final 
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(early) repayment of Ithaca's existing debenture series in the amount of USD 500 million, due for 
repayment in 2024 and to pay the costs related to refinancing. 

− In the second quarter of 2021, following a recovery in oil and gas prices, the Group reversed its 
provision for impairment of oil and gas assets in the North Sea (mainly in connection with the 
GSA reservoirs), to the amount of USD 102 million, net of tax effect (NIS 333 million), and USD 
61 million, post-tax (NIS 199 million). In addition, during the third quarter of 2021, following a 
further recovery of oil and gas prices, the Group recognized a reversal of the provision for 
impairment for GSA reservoirs, in the amount of USD 147 million (NIS 475 million) before tax 
(approximately USD 88 million (NIS 285 million) after tax). 

− Following the completion of the refinancing, as stated above, the Company and Ithaca’s 
management continue to promote an equity transaction in Ithaca, including by way of an IPO for 
Ithaca shares on the London Stock Exchange during 2022. As part of the measure, the Company 
is also considering the possibility of an exchange purchase offer whereby part of the Company's 
debentures would be exchanged for Ithaca shares, such that the equity transaction may reach up 
to a total of 25% of Ithaca's shares, such that following such an equity transaction, the Company 
would hold 75% of Ithaca's shares. If the exchange is indeed carried out as aforesaid, then 
immediately following the listing of Ithaca's shares for trading on the London Stock Exchange, 
should such listing take place, Ithaca will also seek to list Ithaca's shares for trading on the TASE, 
under dual-listing guidelines. 

Other operations 

− Seller's loan for the sale of The Phoenix's shares 

The Company believes that, as of the end of the reporting period, there was no material change in 
the fair value of the loan components and future proceeds compared to the fair value estimated by 
an external appraiser as of June 30, 2021. Subsequent to the balance sheet date, in November 
2021, NIS 68 million was released from the financial deposits and marketable securities that the 
Company had pledged to back the senior loan taken by the Acquirers. For more information, see 
Note 3A to the consolidated interim financial statements.  

− Delek Israel 

In 2020, the Group sold 70% of Delek Israel's shares for a total consideration of NIS 525 million. 
Of this amount, NIS 75 million serves as deferred consideration, which the acquirer will pay to the 
Group by June 30, 2021, against 10% of Delek Israel's share capital. The acquirer was also given 
an option to buy an additional 5% of Delek Israel's shares, at the same share price as specified in 
the sale agreement. In the reporting period, the acquirer paid the Group the full amount of the 
deferred consideration, against the transfer of 10% of Delek Israel's share capital. The acquirer 
also exercised its option to buy an additional 5% of Delek Israel. The total consideration received 
by the Group in the reporting period totaled NIS 112.5 million. Gains on these sales totaled NIS 10 
million, presented under the “Profit (loss) from discontinued operations, net” line item. 

Furthermore, in the reporting period, the Group completed the valuation of its investment in Delek 
Israel as of the date when it sold control (October 2020). As a result, gains on the disposal of Delek 
Israel in 2020 grew by NIS 57 million. Gains were adjusted accordingly by retrospective adjustment 
of comparative figures for 2020. For more information, see Note 3B to the consolidated interim 
financial statements. 

− Sale of land in Acre 

Subsequent to balance sheet date, in October 2021, the transaction was completed; under the 
transaction, the Company sold 75% of the non-specific portions of the jointly-owned land in Acre, 
such that subsequent to completion of the transaction, the Buyer shall hold 75% of the rights in the 
land and the Group shall hold 25% of the rights in the land, and the parties will be partners in the 
real estate in accordance with the aforesaid joint ownership ratio. The consideration of the sold 
share totaled NIS 150 million. The transaction yielded the Company a NIS 42 million profit (post-
tax). For further information, see Note 4A to the Consolidated Interim Financial Statements. 

− Building in Herzliya 

During the reporting period, the Company, through an external appraiser, performed a valuation of 
a building it owns in Herzliya. During the reporting period, the building appreciated by approximately 
NIS 57 million. For more information, see Note 4B to the Consolidated Interim Financial Statements. 
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Issuance of shares and warrants 

− During the reporting period, 378,999 warrants (Series 10) were exercised for 378,999 shares of 
NIS 1 par value each of the Company in consideration for NIS 29 million and 119,203 options 
(Series 12) for 119,203 shares of NIS 1 par value each, for a total consideration of NIS 9 million. In 
addition, 1 option (Series 10) expired. In addition, subsequent to the balance sheet date, in 
November 2021, a total of 4,000 warrants (Series 11) were exercised into 4,000 options of NIS 1 
par value in the Company. 

− In April 2021, the Company issued 63,400 shares of NIS 1 par value each in consideration for NIS 
10 million.  

− In August 2021, the Company issued 274,264 shares of NIS 1 par value each (189,064 shares of 
NIS 1 par value to the public, and 85,200 shares of NIS 1 par value by way of private placement), 
and 47,266 warrants (Series 13) to the public. All warrants (Series 13) are exercisable into one 
ordinary share in the Company by August 5, 2022, in consideration for an exercise premium 
(adjusted for dividends, bonuses, and rights) of NIS 300 per warrant. Proceeds from this issuance 
(before issuance expenses) totaled NIS 50 million. 

− Subsequent to the balance sheet date, in October 2021 the Company issued 287,910 shares of 
NIS 1 par value each and 82,260 warrants (Series 14) to the public. Each option (Series 14) is 
exercisable for one ordinary share of the Company up to April 14, 2024 in consideration for an 
exercise premium (adjusted for dividend, benefit, and rights) in the amount of NIS 334 per option. 
The immediate consideration from the issuance (before issuance expenses) amounted to NIS 76 
million. 

− Shortly before the financial statements' approval date, following the issuance of shares and options 
and warrant exercises as detailed above, the Company's issued and paid-up share capital totaled 
18,287,493 shares of NIS 1 par value each; the balance of options outstanding is 498,758 Options 
(Series 11), 259,792 Options (Series 12), 47,266 Options (Series 13), and 82,260 Options (Series 
14). 

Debenture issuance 

− In June-July 2021, the Company issued NIS 770,806,000 par value Debentures (Series B35), in 
consideration for NIS 770 million (NIS 764 million net of issuance expenses). Subsequent to the 
balance sheet date, in November 2021, the Company issued - as part of a private placement - 
further NIS 66,493,000 par value in Series B35 Debentures by way of a series expansion, in 
consideration for NIS 71 million. The Debentures are not linked to the CPI and bear annual interest 
at rate of 7.2%. The principal of these debentures is payable in five annual payments starting 
December 31, 2023. To secure the repayment of Debentures (Series B35), the Group encumbered 
Delek Drilling participation units at a ratio of 1:1. The Company also committed to certain financial 
covenants. For more information, see Note 6A to the Consolidated Interim Financial Statements 
and Appendix A to this report. 

− Subsequent to the balance sheet date, in October 2021, the Company issued 360,000,000 par 
value in a new series of Debentures (Series B36), in consideration for NIS 360 million (NIS 355 
million, net of issuance costs). The Debentures are not linked to the CPI and bear annual interest 
at rate of 6.2%. The debenture principal will be repaid in five annual installments starting on April 
30, 2024. To secure the repayment of Debentures (Series B36), the Group is required to encumber 
Delek Drilling participation units. The Company also committed to certain financial covenants. For 
more information, see Note 6B to the Consolidated Interim Financial Statements and Appendix A 
to this report. 

− In November 2021, the amendment to trust deeds of Debentures (Series B18, B19, B31, B33 and 

B34) was approved, according to which the Company will carry out early repayment of the 

principal and interest payments of the debentures due by March 31, 2022, such that the said amounts 

will be paid on December 19, 2021. For more information regarding the amendments to the trust 

deeds, see Note 6C to the consolidated interim financial statements. 
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3. Results of operations 

A) The net profit attributable to the Company's shareholders totaled NIS 804 million in the reporting 
period, as compared to a loss of NIS 2,943 million in the same period last year.  

Losses in the corresponding period last year were mainly due to an accounting write-down which 
the Group was forced to recognize on its holdings in Ithaca in the first quarter of 2020 in light of 
the global crisis in energy markets caused by the Covid-19 pandemic, and the price war between 
Russia and the Gulf States in that period. It is noted that, in the fourth quarter of 2020, and in the 
present reporting period, the Group reversed part of this impairment. Furthermore, in the second 
quarter of 2020, the Group recognized a loss of NIS 235 million (post-tax) on the sale of its 
investment in Cohen Development shares, and a profit of NIS 90 million during the reporting 
period from fair value changes to seller's loans granted to The Phoenix's acquirers.  

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

 Q1 2021  Q2 2021  Q3 2021  1-9/2021  Q1 2020  Q2 2020  Q3 2020  1-9/2020  2020 *) 

            

Oil and gas exploration 
and production in and 
around Israel 1) 166 159 157 482  136 11 158 305  326 

Oil and gas exploration 
and production in the 
North Sea 2) 141 18 83 242  37 102 55 194  375 

Contribution of 
continuing operations 
before discontinued 
operations and capital 
and other gains 307 177 240 724  173 113 213 499  701 

Reversal of impairment 
(impairment) of gas and 
oil assets, goodwill, and 
others in gas and oil 
operations 3) - 212 (16) 196  (2,358) (220) (24) (2,602)  (1,707) 

Finance, tax, and other 
income (expenses) 4) (28) (87) (1) (116)  (581) (219) (40) (840)  (811) 

Net profit (loss) 
attributable to 
Company shareholders 279 302 223 804  (2,766) (326) 149 (2,943)  (1,817) 

(*) Adjusted retrospectively - See Note 3B(1) to the consolidated interim financial statements. 
 

(1) Excluding gains or losses on the sale of oil and gas assets and revaluation of amounts 
receivable and a right to royalties from the Karish and Tanin leases; and also excluding a 
loss recognized in the income statement from adjustment of the investment balance in 
Tamar Petroleum to the fair value in the corresponding period last year, included under the 
“Finance, tax, and other income (expenses)” line item. In addition, during the reporting 
period, this does not include an adjustment of the consideration for the sale of the Tamar 
Reservoir in the amount of NIS 170 million. 

(2) During the reporting period – not including a loss in respect of one-off expenses arising 
from Ithaca due to the refinancing in the amount of USD 36 million, net of tax (approximately 
NIS 108 million). This line item does not include a gain on reversal of impairment on gas 
and oil assets to the amount of NIS 484 million post-tax (USD 149 million). In the same 
period of last year and in all of 2020, the line item excludes an impairment loss on gas and 
oil assets and goodwill (net of tax) to the respective amounts of approx. NIS 2,378 million 
(USD 667 million) and NIS 1,397 million (USD 396 million). 

(3) During the reporting period - including a loss in respect of one-off expenses arising from 

Ithaca due to the refinancing in the amount of USD 36 million, net of tax (approximately 

NIS 108 million). Profit from the reversal of the provision for impairment in the amount of 

approximately USD 149 million (approximately NIS 484 million) was recorded - mainly in 
respect of GSA, and on the other hand - a loss of approximately NIS 170 million from 
adjustment of the proceeds of the sale of the Tamar Reservoir was recorded. In the same 
period of last year, the line item includes losses on disposal of the investment in Cohen 
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Development, to the amount of NIS 235 million, post-tax, and an impairment loss on oil and 
gas assets in the North Sea as detailed in Section 2 above. 

(4) In the reporting period, the line item includes NIS 90 million in gains on changes in the fair value 
of a seller's loan extended to The Phoenix's buyers (in the same period last year - a loss of NIS 
53 million; and in 2020 - a loss of NIS 23 million); gain on appreciation of a building in Herzliya 
totaling NIS 57 million and gain on sale of a land plot in Acre totaling NIS 42 million. In the 
corresponding period last year, the item includes a NIS 140 million write-down of the securities 
portfolio (in 2020 - NIS 194 million).  Furthermore, in the corresponding period last year, and for 
2020, the line item includes the operating results of the power plant operations (including a 
provision for impairment) to the amount of NIS 197 million. 

In addition, following the loss of the control over Delek Israel, the line item includes the 
Group's share in Delek Israel's results (Delek Israel's operating profit in the reporting period 
totalled NIS 3 million; in the same period last year - losses of NIS 159 million; in 2020 - 
losses of NIS 123 million, respectively). In the reporting period, the line item includes NIS 
10 million in gains on the exercise of a deferred consideration and options granted to Delek 
Israel's acquirers; in 2020 - gains on the disposal of Delek Israel's shares and revaluation 
of the remaining investment to the amount of NIS 131 million. 

B) Revenues from operating activities (NIS millions): 

The Group’s revenues in the reporting period totaled NIS 5.7 billion, as compared to NIS 5.0 
billion in the same period last year, as detailed in the table below (NIS millions): 

 1-9/2021 1-9/2020 7-9/2021 7-9/2020  2020 

Oil and gas exploration and 
production in and around Israel 

2,506 1,982 942 810  2,667 

Oil and gas asset development 
and production in the North 
Sea 

3,200 3,106 1,115 916  4,052 

Other segments including 
adjustments 

6 (51) 1 (21)  (48) 

Total revenues 5,712 5,037 2,058 1,705  6,671 

 

See also Note 11 to the consolidated interim financial statements - Information Regarding 
Operating Segments. 

C) Operating profit (loss) (NIS millions): 

 1-9/2021 1-9/2020 7-9/2021 7-9/2020  2020 

Oil and gas exploration and 
production in and around Israel 1,284 937 277 526  705 

Oil and gas asset development 
and production in the North Sea  

1,803 (2,508) 876 241  (734) 

Other segments including 
adjustments 

107 (63) 118 (25)  (65) 

Total operating profit (loss) 3,194 (1,634) 1,271 742  (94) 

 

See also Note 11 to the consolidated financial statements - Information Regarding Operating 
Segments. 

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

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

 1-9/2021 1-9/2020 7-9/2021 7-9/2020  2020 

IDE 1) - 2 - -  2 

EMED (12) (13) (4) (13)  (26) 

Others 13 8 6 6  14 

Total 1 (3) 2 (7)  (10) 

1) In March 2020, the Group disposed of its remaining holdings in IDE shares.  
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E) Highlights from the Company's consolidated income statements (NIS millions): 

 1-9/2021 1-9/2020  7-9/2021 7-9/2020   2020  

       

Revenues 5,712 5,037 2,058 1,705  6,671 

Cost of sales 2,916 2,729 958 883  3,536 

Gross profit 2,796 2,308 1,100 822  3,135 
       

General and administrative expenses 107 184 32 57  241 

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

1 (6) 2 (7) 
 

(15) 

Other income (expenses), net 504 (3,752) 201 (16)  (2,973) 

Operating profit (loss) 3,194 (1,634) 1,271 742  (94) 
       

Finance income 129 112 14 23  382 

Finance expenses (1,464) (1,766) (597) (508)  (2,294) 

Profit (loss) after finance expenses, net 1,859 (3,288) 688 257  (2,006) 
       

Group's share in the earnings of 
associates, net 

 - 3 - - 
 

5 

Profit (loss) before income tax 1,859 (3,285) 688 257  (2,001) 
       

Income tax (tax benefit) 1,025 (926) 682 29  (406) 

Profit (loss) from continuing operations 834 (2,359) 6 228  (1,595) 

Profit (loss) from discontinued 
operations, net 

93 (333) (2) 68 
 

(158) *) 

Net profit (loss) 927 (2,692) 4 296  (1,753) 
       

Attributable to -       

Company’s shareholders 804 (2,943) 223 149  (1,817) 

Non-controlling interests 123 251 (219) 147  64 

 927 (2,692) 4 296  (1,753) 

*) Adjusted retrospectively - See Note 3B(1) to the consolidated interim financial statements. 
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F) Movement in comprehensive income (loss) (NIS millions): 

 1-9/2021 1-9/2020  7-9/2021 7-9/2020   2020  

Net profit (loss) 927 (2,692) 4 296  (1,753) *) 

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

      

       

Revaluation following reclassification 
from PP&E to investment property 

- - - -  27 

Profit (loss) from investment in equity 
instruments designated for fair value 
measurement through other 
comprehensive income 

86 (132) - 7  (101) 

Gain on financial assets at fair value 
through other comprehensive income 

- 1 - -  - 

Transfer to profit or loss for adjustments 
arising from translation of foreign 
operations 

- 28 - -  28 

Gain (loss) from cash flow hedges (1,381) 892 (767) (93)  645 

Transfer to profit or loss from cash flow 
hedges 

225 (498) 148 (119)  (570) 

Adjustments arising from foreign 
currency translation of foreign 
operations’ financial statements (**) 

8 105 (117) (64)  (594) 

Other comprehensive income (loss) 
attributable to associates, net 

- (2) - -  (2) 

       

Total other comprehensive income 
(loss) from continuing operations 

(1,062) 394 (736) (269)  (567) 

Total comprehensive income (loss)  (135) (2,298) (732) 27  (2,320) 

       

Attributable to:       

Company’s shareholders (288) (2,554) (469) (112)  (2,091) 

Non-controlling interests 153 256 (263) 139  (229) 

 (135) (2,298) (732) 27  (2,320) 

*) Adjusted retrospectively - See Note 3B(1) to the consolidated interim financial statements. 

(**) The Group has material investments in investee companies and an investee partnership whose functional 
currency is other than NIS (mainly USD). Thus, fluctuations in exchange rates materially affect the Group's 
other comprehensive income or loss and the equity attributable to Company’s shareholders. In the reporting 
period, the USD appreciated by 0.4% against the NIS, as compared to a depreciation of 0.4% in the same 
period last year.  
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4. Financial position 

The Group's total assets as of September 30, 2021 amounted to NIS 37.3 billion, compared with NIS 
34.4 billion as of December 31, 2020. It is noted that, of these amounts, as of September 30, 2021 and 
December 31, 2020, NIS 3.6 billion and NIS 3.9 billion, respectively were presented under held-for-sale 
assets and mainly include assets attributable to the Group's rights in the Tamar Project. 

Principal changes in assets and liabilities as included in the consolidated statements as of 
September 30, 2021, compared with December 31, 2020: 

Cash and cash equivalents and short-term investments 

As of September 30, 2021, the Group had cash and short-term investment balances of NIS 3.4 billion, 
consisting mainly of balances of NIS 1.4 billion in the Company and staff companies, and NIS 1.9 billion 
in Delek Drilling.  

Total current and non-current assets  

The Group's total current assets (excluding cash and short-term investments), excluding held-for-sale 
assets, as of September 30, 2021, amounted to NIS 1.8 billion, as compared to NIS 1.5 billion as of 
December 31, 2020.  

As of September 30, 2021, the Group's non-current assets totaled NIS 28 billion, similar to the figure as 
of December 31, 2020.  

Outstanding short- and long-term liabilities  

Financial liabilities (to banks and others and to debenture holders and holders of convertible 
debentures), as of September 30, 2021, amounted to NIS 20.7 billion, as compared to NIS 18.3 billion 
as of December 31, 2020. This increase was due to the presentation of NIS 2 billion in debentures 
issued to finance the Tamar Project (Tamar Bond) under the current maturities of debentures line item, 
instead of under the liabilities attributable to held-for-sale assets line item; this reclassification was made 
in light of the agreement signed for the disposal of rights in the Tamar Reservoir.  

Contingent claims 

In their review of the financial statements, the Company's auditors draw attention to legal actions brought 
against Group companies. For details, see Note 8 to the consolidated interim financial statements.  

Additional information 

For additional information regarding repayments of principal and interest on the Company's and the staff 
companies' debts, see Appendix A to the Report of the Board of Directors. 
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5. Sources of Financing and Liquidity 

The net financial debt of the Company and the staff companies as of September 30, 2021:(1) 

 NIS millions 

Liabilities  

Debentures 5,653 

Loan from subsidiary (*) 262 

Bank and other loans 271 

Other liabilities 271 

Total liabilities 6,457 
  

Assets  

Cash and deposits 828 

Restricted deposits and investments in securities 196 

Deposit in the debentures' escrow account 610 

Loans (**)  430 

Other accounts receivable 184 

Treasury shares (***) 134 

Total assets 2,382 

  

Financial debt, net  (4,075) 

(*) In October 2020, a debenture issuance was completed to qualified investors in Israel and abroad, to the 
amount of USD 180 million (before safety buffers securing interest payments and issuance expenses) by 
Delek Overriding Royalty Leviathan Ltd. (hereinafter - the "Issuer"), a subsidiary (100%) of Delek Energy. 
The issuance was secured by a pledge of rights to overriding royalties from the Leviathan Project which were 
transferred to the Issuer. For more information, see Note 12L to the consolidated financial statements as of 
December 31, 2020. 

(**) Composition of loans extended as of September 30, 2021: 

Borrower 
Loan amount 

 (NIS millions) 

Loans to Ithaca (1)  102 

Seller's loan - The Phoenix transaction 199 

Others 129 

Total 430 

(1) During the reporting period, Ithaca repaid USD 250 million of the shareholder loan; for further details, see Note 
5N. 

(***) As of September 30, 2021, and as of the consolidated interim financial statements' approval date, Delek 

Financial Investments (2012) Limited Partnership, a wholly-owned subsidiary partnership of the Delek Group, 
held 586,422 shares of NIS 1 par value each in the Delek Group.   

 
(1) Staff companies: Delek Group, Delek Petroleum, Delek Financial Investments (2012) Limited Partnership, Delek 

Power Plants Limited Partnership, DKL Energy, DKL Investments, Delek Infrastructure, Delek Hungary Holdings 
Limited, and Delek Energy. 
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Projected cash flows 

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

The financial statements as of September 30, 2021 include the following warning signs: (1) the 
independent auditors' review report as of the reporting date drew attention to significant doubts 
concerning the Company's financial position; (2) a working capital deficit for a period of twelve months, 
and the Company's Board of Directors did not determine that such deficit does not indicate a problem 
with the Company's liquidity. 

The Company's management has presented to the Company's Board of Directors all sources received 
until immediately prior to the financial statements' approval date, and all forecast sources which may 
serve the Company and the staff companies to meet their obligations in the next two years including the 
Company's forecast inflows from earnings and dividend distributions from investee partnerships and 
companies, the Company's cash balances which service operating activities and liability repayments, 
plans to raise capital, including through equity transactions in its investees, disposing of other assets, 
financing backed by Delek Drilling participation units, and capital raising. 

The Company's Board of Directors, having reviewed the forecast sources and uses report presented by 
management, under various scenarios, believes, based on past experience, the Company's proven 
ability to raise funds in recent years and the Company's assets, that the assumptions underlying the 
report are reasonable. The Company's Board of Directors also believes that the Company will be able 
to secure the sources of financing indicated in the projected cash flows, required to settle the Company's 
liabilities.  

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

    

 Assumptions 

As from Oct. 1, 
2021 

to Dec. 31 2021 2022 

As from Jan. 1, 
2023 

to Sep. 30 2023 

     

Opening cash balance 

(including cash held by the debentures trustees)  
1 1,438 1,952 628 

Inflows     

Forecast earning distributions from Delek 
Drilling 

2 166 283 166 

Profit distributions from Delek Drilling - received 
in cash 

2 172 - - 

Distribution of expected gains on Ithaca 3 - - 389 

Forecast dividend distributions from Delek Israel 4 38 19 - 

Total dividends from investees  376 302 555 

Disposal of a real estate asset - Acre (received 
in cash) 

5 131 - - 

Disposal of other assets 5 - - 851 

Capital raised - received in cash  6 74 - - 

Equity transaction in Ithaca  7 - 620 - 

Release of pledged deposits 8 68 - - 

Other inflows - - 4 4 

Total other inflows  273 624 855 

Issuance of debentures against pledge of Delek 
Drilling units - received in cash 

9 358 - - 

Debenture issuance - received in cash 9 71 - - 

Total loans and additional raising of 
debentures 

 429 - - 

Total inflows  1,078 926 1,410 

Outflows     

Principal payments on debentures 10 463 1,787 736 

Interest payments on debentures 10 62 259 145 

Interest payments on loans from banks and 
others 

11 15 34 24 

Total debt payments (principal and interest)  540 2,080 905 

Other outflows 12 24 170 74 

Total other outflows  24 170 74 

Total outflows  564 2,250 979 

Closing cash balance  1,952 628 1,059 
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Assumptions underlying projected cash flows for October 1, 2021 to September 30, 2023  

General assumptions 

• USD amounts were translated at an exchange rate of USD 1 = NIS 3.1. 

• Debentures and loans are linked to the known CPI as of September 30, 2021. 

• The projected cash flow statement does not account for the restricted cash balances and the expected 
date of their release back to the Company. The balance of deposits and investment in the marketable 
securities of the Company and the staff companies shortly before the financial statements' approval date 
totaled NIS 129 million. 

• Assumptions underlying specific projected cash flow line items 

1. Opening cash balance 

The balance includes cash and bank deposits, as follows: 

 NIS millions 

Cash and deposits 828 

Deposit in the debentures' escrow account 610 

Total  1,438 

 

2. Profit distributions from Delek Drilling 

In October 2021, Delek Drilling distributed a total of USD 100 million (the Group's share is 
approximately NIS 172 million). It is estimated that Delek Drilling will distribute an additional USD 
100 million by the end of 2021; during 2022, it will distribute approximately USD 170 million and in 
2023 - approximately USD 100 million. The projected cash flow accounts for the Group's share in 
these distributions (54%). 

Earning distributions from Delek Drilling are mainly based on expected cash flows from Delek 
Drilling's operating activities, and Delek Drilling's pay-out capacity. 

The assumption underlying this cash flow is that earning distributions by Delek Drilling receivable 
from Delek Drilling in respect of Delek Drilling's participation units pledged in favor of repayment of 
the debentures series will be used to repay the liabilities (debentures) for which the units are 
pledged, unless they can be released in accordance with the provisions of the trust deeds. 

3. Expected dividend distribution from Ithaca 

Estimates on the basis of this forecast are that Ithaca will distribute a dividend of approximately 
USD 135 million during the nine-month period ended September 30, 2023. The amount of the 
dividend distribution from Ithaca is mainly based on the expected cash flows from Ithaca's operating 
activities and on the assessment of Ithaca's management, taking into account the distribution 
restrictions agreed upon with Ithaca’s financing entities.  

4. Forecast dividend distributions from Delek Israel 

The forecast is based on the assessment that Delek Israel will distribute dividends from the sale of 
its power plant operations and from its current earnings (the Group's share - NIS 38 million in 2021, 
and NIS 19 million in 2022). This estimate is based mainly on a business forecast compiled by 
Delek Israel's management, Delek Israel's pay-out capacity, and the shareholders' agreement, 
which sets a minimum dividend distribution policy.  

5. Disposal of real estate assets and other assets 

Disposal of investment property in Acre - According to the amended agreement for the sale of 
investment property in Acre from October 2021, the Group received the remaining consideration of 
NIS 131 million (of which NIS 10 million was received in January 2021, and NIS 13 million was 
deposited in escrow for the payment of taxes and fees). For further information, see Note 4A to the 
Consolidated Financial Statements. 
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Disposal of other assets - This item includes the Group's estimates that, in the above cash flow 
period, the Group will work to dispose of all or part of its holdings in Delek Overriding Royalty 
Leviathan Ltd. and Delek Israel shares, in accordance with the Company's needs. 

6. Capital raising  

According to a decision by the Company's Board of Directors in May 2021 - to raise an additional 
NIS 125 million in capital in 2021 - in accordance with the May 2021 amendment to the deed of 
trust with the Company's debenture holders. The Company issued share capital and options in 
October 2021 in accordance with its liabilities in the amount of NIS 74 million (after issuance 
expenses) (which is added to the capital issue from August 2021 in the amount of NIS 49 million); 
for further details, see Note 9 to the Consolidated Interim Financial Statements.  

7. Equity transaction in Ithaca 

The Company continues to seek to bring in a partner and/or to sell part of Ithaca’s shares, including 
by way of sale through an issuance and/or by raising capital through a pre-IPO mechanism of Ithaca 
shares and/or conducting an equity transaction in Ithaca, including by listing Ithaca’s shares for 
trading on the London Stock Exchange's Main Market during 2022. As part of the measure, the 
Company is also considering the possibility of an exchange purchase offer whereby part of the 
Company's debentures would be exchanged for Ithaca shares, such that the equity transaction may 
reach up to a total of 25% of Ithaca's shares, such that following such an equity transaction, the 
Company would hold 75% of Ithaca's shares and/ or conduct an IPO and/or obtain a loan 
convertible into shares and/or a combination of the said measures, for a total of USD 200 million. 
To this end, the Company has hired IPO consultants, accountants, and attorneys, and is taking the 
necessary actions to prepare for said equity transaction. 

8. Release of pledged deposits 

Subsequent to the balance sheet date, in November 2021, NIS 68 million was released from the 
financial deposits and marketable securities that the Company had pledged to back the senior loan; 
for further details, see Note 3A to the Consolidated Interim Financial Statements. 

9. Financing against pledge of Delek Drilling's participation units  

Subsequent to the balance sheet date, in October 2021, the Company issued debentures (Series 
B36) for a total of NIS 360 million against pledge on the participation units in accordance with the 
provisions of the amended deed, formulated by the Company and the Debenture Holders in June 
2020. In addition, in November 2021, the Company issued, by way of a series expansion, additional 
Series B35 Debentures for a total of NIS 71 million, secured with a first lien on the participation 
units of Delek Drilling at a debt-to-collateral ratio of 100%). For further information, see Note 6 to 
the Consolidated Interim Financial Statements.   

10. Principal and interest payments on debentures 

Based on the original amortization schedules for the Company's and staff companies' debentures.  
It is noted that the interest on the debentures includes the 0.25% increase in interest rates specified 
under the amended deed of May 2021 and includes the interest on the Debentures (Series B35 
and B36). For further details regarding the agreements with the debenture holders, including the 
approval of general meetings of the debenture holders of the relevant series dated November 25, 
2021 for the early repayment of the debenture payments, see Note 6C to the Consolidated Interim 
Financial Statements. 

11. Loan payments to banks and others, net 

The line item includes interest payments on loans granted to the Company. 

12. Other outflows 

The item includes fees, levies and tax payments, general and administrative expenses, 
abandonment costs, and other payments. 

13. The forecast does not account for options to dispose of additional assets (in lieu of or in addition to 
raising debt backed by such assets or on the basis of unpledged assets); these include: disposal 
of real estate assets, the Seller's Loan in The Phoenix transaction, exercise of options (as of the 
approval date of the financial statements, these are in the money), raising debt against the 
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participation units of Delek Drilling held by the Group of that are expected to be released in January 
2023 and debt recycling on the open market.  

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

A) Oil and gas exploration and production in and around Israel 

As aforesaid, oil and gas exploration and production in and around Israel are carried out mainly 
through Delek Drilling. 

Results of oil and gas exploration and production in and around Israel, as included in the 
Group's results (NIS millions): 

 1-9/2021 1-9/2020 7-9/2021 7-9/2020  2020 

Revenues from gas sales, net of 
royalties 2,506 1,982 942 810  2,667 

Operating profit (adjusted for 
impairment and losses on 
disposal of oil and gas 
assets) 

1,694 1,271 670 526  1,619 

Loss on disposal of oil and gas 
assets  

- (235) - -  (235) 

Impairment of oil and gas 
assets  

(410) (57) (393) 
-  (679) 

EBITDA 2,155 1,716 892 718  2,238 

Finance income (expenses), net (419) (617) (150) (249)  576 

Net profit (loss) attributable to 
the Group’s shareholders 

304 74 (36) 127  117 

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

6.2 5.8 2.8 2.3  8.2 

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

8.3 5.3 2.8 2.3  7.3 

Total gas sales in BCM (*) 14.5 11.1 5.6 4.6  15.5 

Condensate sales - 
thousands of barrels (MBBL) 
(***) 

935 674 350 320  944 

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

(**) Data refer to condensate sales (100%) from the Tamar and Leviathan projects, rounded to the nearest 
thousand barrels. 
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Analysis of the operating results of the oil and gas exploration and production in and 
around Israel segment 

In the reporting period, oil and gas exploration and production in and around Israel yielded a net 
profit of NIS 304 million, as compared to a net profit of NIS 74 million in the same period last year. 
This year-on-year increase in profit was mainly due to the growth in gas sales from the Leviathan 
Reservoir. The loss in the corresponding period last year was mainly due to losses on disposal of 
the investment in Cohen Development, to the amount of NIS 235 million (post-tax). 

In the third quarter of 2021, the operating results of oil and gas exploration in Israel amounted to 
a loss of NIS 36 million, compared with a profit of NIS 127 million in the corresponding quarter 
last year. The loss in the reporting period is mainly due to a loss recorded as a result of a revision 
of the sale price in the binding agreement for the sale of the Tamar Reservoir's assets, signed in 
September 2021 (for further details, see Note 5B to the Consolidated Interim Financial 
Statements) and in respect of the registration of tax expenses against the revised liability for 
deferred taxes in respect of the differences between the depreciation of oil and gas assets 
recognized for tax purposes and the depreciation recorded in the financial statements in the 
amount of NIS 111 million (for further details, see Note 5K to the Consolidated Interim Financial 
Statements). 

Revenues from gas and oil sales, net of royalties 

In the reporting period, revenues from gas and oil sales, net of royalties, totaled NIS 2,506 million, 
compared with NIS 1,982 million in the same period last year.  

In the third quarter of 2021, revenues from gas and oil sales net of royalties amounted to NIS 942 
million, compared to NIS 810 million in the same quarter last year.  

The increase during the reporting period and the third quarter of 2021 compared to the same 
periods last year was mainly due to an increase in natural gas sold from the Leviathan Reservoir, 
from 5.3 BCM in the corresponding period last year, to 8.3 BCM in the reporting period. 

Operating profit (excluding impairment of oil and gas assets and investment disposal 
losses) 

Operating profit in the reporting period amounted to NIS 1,694 million, compared to NIS 1,271 
million in the same period last year.  

In the third quarter of 2021, operating profit totaled NIS 670 million, as compared to NIS 526 
million in the same quarter last year. 

This increase in operating profit was mainly due to increased production in the Leviathan 
Reservoir as aforesaid. 

Finance income (expenses), net 

In the reporting period, net finance expenses totaled NIS 419 million, as compared to net finance 
expenses of NIS 617 million in the same period last year. This decrease in finance expenses in 
the reporting period, as compared to the same period last year, was mainly due to the average 
exchange rate being lower in the reporting period as compared to the same period last year. The 
decrease was further impacted by a decrease in the Partnership's finance expenses, mainly due 
to the issuance of Leviathan Bond debentures and repayment of obligations to banks in 
connection with the Leviathan Project. Finally, the decrease was also due to the repayment of the 
2020 principal of the Tamar Bond debentures. All these transactions took place in the second half 
of 2020. Furthermore, income was recorded in the corresponding period last year on the 
revaluation of a contingent consideration concerning the Karish and Tanin leases; this income 
totaled NIS 29 million in the corresponding period last year, as compared to revaluation income 
of NIS 58 million in the reporting period. 

In the third quarter of 2021, net finance expenses amounted to NIS 150 million, compared with 
NIS 249 million in the corresponding quarter last year. Finance expenses were down, mainly due 
to the aforesaid reasons. 
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Adjustment of the Partnership's results to the Group's share in oil and gas exploration and 
production in and around Israel (NIS millions): 

 1-9/2021 1-9/2020 7-9/2021 7-9/2020  2020 

       

Net profit from Delek Drilling's 
financial statements 

646 780 (158) 357 
 

1,256 

Indirect holdings (%)  54.7% (*) 54.7% 54.7%  (*) 

Group's share 353 442 (87) 195  702 

Adjustment of the Group’s share 
in respect of deferred taxes 
recorded Delek Drilling 

266 - 266 - 

 

- 

Income tax  (55) (38) 8 (6)  (132) 

Revenues from overriding 
royalties 

29 26 10 8 
 

32 

Results of direct holdings in Yam 
Tethys (4.44%) 

- (3) - - 
 

(4) 

Amortization of excess costs (**) (27) (36) (8) (14)  (47) 

Impairment of gas and oil assets 
***) 

(224) - (215) - 
 

- 

General and administrative 
expenses 

(22) (14) (6) (11) 
 

(29) 

Finance income (expenses), net (16) (68) (4) (45)  (76) 

Other income (expenses) - (235) - -  (329) 

Contribution to net profit from 
oil and gas exploration and 
production operations  

304 74 (36) 127 

 

117 

(*) In March 2020, the Company's indirect holdings in Delek Drilling were down to 54.7% (until March 
2020, the ownership stake was 59.7%). 

 (**) Current amortization of excess cost attributable to the Tamar and Leviathan projects (previously 
recognized as part of the Cohen Development transaction). 

(***)  In light of the update of the sale price of the Tamar Reservoir, as stated in Note 5B to the Consolidated 
Interim Financial Statements, the Group recognized in the third quarter of 2021 a loss attributable to 
the Company's shareholders of NIS 170 million post-tax (NIS 215 million pretax).    

 

 

For more information on oil and gas exploration and production in and around Israel, see Notes 
3, 5, 8 and 11 to the consolidated interim financial statements. 
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B) Oil and gas exploration and production in the North Sea 

Ithaca is an independent oil and gas operator in the North Sea, holding both production and 
development assets.   

Ithaca's financial data, as included in the financial statements (including attribution of 
excess costs incurred upon assuming control): 

Statement of Financial Position  

(USD millions) 
September 30, 

2021 
December 31, 

2020 

Cash and cash equivalents 4 1 

Other current assets 304 244 

Investments in oil and gas exploration and production 2,631 2,513 

Other assets, net (mainly deferred taxes) 706 665 

Goodwill 767 767 

Total assets 4,412 4,190 
   

Current liabilities (trade and other payables) 743 335 

Bank loans, RBL, and debentures 1,229 1,187 

Loan from the Delek Group 30 271 

Other long-term liabilities (mainly in respect of an asset 
retirement obligation) 

1,695 1,500 

Equity attributable to Ithaca's shareholders 715 897 

Total liabilities and equity  4,412 4,190 

 

Income statement 

(USD millions) 1-9/2021 1-9/2020 7-9/2021 7-9/2020  2020 

Revenues from oil and gas 
sales 

984 891 
345 267 

 
1,176 

Cost of sales (excluding 
depreciation expenses and 
inventory movements) 

(322) (305) (116) (102) 

 

(421) 

Depreciation expenses (287) (267) (94) (70)  (346) 

Change in oil and gas 
inventory 

(57) (19) 
(9) (13) 

 
(2) 

Gross profit 318 300 126 82  407 

Reversal of impairment 
(impairment) of gas and oil 
assets and goodwill 

249 (970) 147 (4) 

 

(518) 

Other expenses, net (11) (25) (2) (7)  (38) 

Finance expenses, net (189) (173) (100) (48)  (221) 

Profit (loss) before tax  367 (868) 171 23  (370) 

Tax benefit (tax expenses) (178) 258 (91) (7)  84 

Net profit (loss) attributable 
to Ithaca's shareholders  

189 (610) 80 16 
 

(286) 

Output in the reporting 
period (KBoe) 

15,006 18,654 4,791 5,410 
 

24,250 

Average daily output 
(KBoed) 

55 68 52 59 
 

66 
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EBITDAX and adjustment to net profit 

(USD millions) 1-9/2021 1-9/2020 7-9/2021 7-9/2020 2020 

Revenues, net (*) 885 859 321 249 1,144 

Operating expenses (281) (291) (101) (99) (389) 

General, administrative, 
currency, and other 
expenses 

(6) (21) - (2) (10) 

EBITDAX 598 547 220 148 745 

Non-recurring costs, in 
cash 

- - - - (21) 

Depreciation and 
amortization 

(287) (267) (94) 
(70) (346) 

Reversal of impairment 
(impairment) of gas and oil 
assets and goodwill 

249 (970) 147 (4) (518) 

Other non-cash income 
(expenses) 

3 - (5) 7 3 

Net finance expenses, 
excluding results of 
hedges 

(196) (178) (97) (58) (233) 

Tax benefit (tax expenses)  (178) 258 (91) (7) 84 

Net profit (loss) 
attributable to Ithaca's 
shareholders 

189 (610) 80 16 (286) 

*)  Net revenues plus (less) actual gains (losses) on hedges, changes in inventory, royalty 
expenses and oil tanker costs. 

Additional data concerning Ithaca's results 

Revenues  

Ithaca's revenues in the reporting period totaled USD 984 million, as compared to revenues of 
USD 891 million in the same period last year; the revenue composition was as follows: 

Sales revenues 

(USD millions) 
1-9/2021 1-9/2020 7-9/2021 7-9/2020 

 
2020 

Oil 683 456 212 141  585 

Natural gas 326 103 180 30  172 

NGL (natural gas liquids)  31 26 9 9  36 

Other income 23 3 9 1  10 

Gains (losses) on hedges (79) 303 (65) 86  373 

Total 984 891 345 267  1,176 

 

Output in the reporting period totaled 15 mmbbl (55 mbbl/day, on average), as compared to 18.6 
mmbbl (68 mbbl/day, on average) in the same period last year. It should be noted that, in the 
summer months of 2021, extensive maintenance work was carried out on the Forties transmission 
pipeline, which was shut down for several weeks, as well as maintenance work on a number of 
reservoirs, which was postponed from 2020 to 2021 following the Covid-19 pandemic. The 
maintenance work was due to the lowered production in the reporting period, as compared to the 
same period last year. The reduction was partially offset by output from the Vorlich field, which 
came online in November 2020.  
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Gas and oil prices were up in the reporting period. Average selling prices for oil went up to USD 
70/bbl in the reporting period, from USD 44/bbl in the same period last year. Gas selling prices 
went up to 54 pennies/therm, from 18 pennies/therm in the same period last year. However, the 
effect of these price increases on Ithaca's revenues was partially offset by Ithaca's hedges on gas 
and oil prices, undertaken by Ithaca as part of its risk management policy. The effect of these 
transactions on Ithaca's revenues lowered revenues in the reporting period by USD 79 million, as 
compared to an increase of USD 303 million in revenues in the same period last year.  

Cost of sales 

In the reporting period, cost of sales (excluding depreciation expenses and inventory movements) 
totaled USD 322 million, as compared to USD 305 million in the same period last year. Average 
production costs totaled USD 19 per barrel in the reporting period, as compared to USD 15 per 
barrel in the same period last year. This increase in per barrel production costs was mainly due 
to lower production volumes in the reporting period, as aforesaid.  

Depreciation and amortization totaled USD 287 million in the reporting period, as compared to 
USD 267 million in the same period last year. Per barrel depreciation costs were up in the 
reporting period, reaching USD 19/bbl, as compared to USD 14/bbl in the same period last year. 
The increase in per barrel depreciation costs is due to the reversal of impairment of assets in 
December 2020 and the first half of 2021.  

Reversal of impairment on gas and oil assets 

In the second quarter of 2021, in light of recovering oil and gas prices, the Group reversed part 
of the impairment it had recognized in the first quarter of 2020 on its oil and gas assets in the 
North Sea, to the amount of USD 102 million, pretax (USD 61 million, post-tax), mainly in 
connection with the GSA reservoirs.  

In addition, in the third quarter of 2021, in light of a further increase in oil prices, the Group 
reversed another portion of the impairment recorded for the GSA fields in the amount of 
approximately USD 147 million pre-tax (USD 88 million post-tax). 

A valuation of the GSA reservoirs as of as of September 30, 2021 is attached herewith, as 
Appendix C to the report.  

Hedges on oil and gas prices 

As part of its risk management strategy, Ithaca hedges oil and gas prices, through put, swaps and 
collar transactions. As of September 30, 2021, Ithaca had open hedging transactions on oil prices 
amounting to 12 mmbbl, of which swap and put transactions amounted to 9 mmbbl at an average 
hedged price of 54 USD/barrel, and the remainder - in collar transactions at a minimum hedged 
price of 56 USD/barrel and a maximum hedged price of 75 USD/barrel. In addition, as of 
September 30, 2021, Ithaca had open hedging transactions on gas prices amounting to 382 
MMBtu, of which swap and put transactions amounted to 309 MMBtu at an average hedged price 
of 49 pennies/therm, and the remainder - in collar transactions at a minimum hedged price of 60 
pennies/therm and a maximum hedged price of 94 USD/barrel. The value of these hedges as of 
September 30, 2021 reflects a liability of USD 582 million (NIS 1,878 million). It should be noted 
that, as of September 30, 2021, Ithaca hedged over 60% of its expected output until the end of 
2022 as well as over 15% of the expected output in 2023. 

Finance expenses, net 

In the reporting period, finance expenses totaled USD 189 million, as compared to USD 173 
million in the same period last year. It should be noted that, during the reporting period, finance 
expenses include expenses in the amount of approximately USD 56 million recorded in 
connection with the refinancing in Ithaca. 

For more information on oil and gas exploration and production in the North Sea, see Notes 3, 5, 
10 and 11 to the consolidated interim financial statements. 
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C) Additional operations 

Delek Israel 

In the reporting period, Delek Israel contributed a total of NIS 18 million to net profit attributable 
to the Company's shareholders (including gains from the exercise of part of the deferred 
consideration and options, as detailed in Chapter 2 above). For more information, see Note 3B to 
the Consolidated Interim Financial Statements. 
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B. Exposure to market risks and management thereof 

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  

In NIS 

GBP 
representative 
exchange rate 

Known CPI         
In points (*) 

    

September 30, 2021 3.229 4.3395 102.29 

September 30, 2020 3.441 4.411 100.09 

December 31, 2020 3.215 4.392 100.09 

    

Rate of change during the period % % % 

    

1-9/2021 0.4 (1.2) 2.2 

1-9/2020 (0.4) (3.3) (0.6) 

Q3 2021 (1.0) (3.9) 0.8 

Q3 2020  (0.7) 3.7 0.1 

(*) Base index – 2014 average. 
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C. Disclosure relating to the Corporation's financial reporting 

1. Critical accounting estimates  

There were no changes to critical accounting estimates in the reporting period. 

2. Events after the balance sheet date 

For information on material events subsequent to the balance sheet date, see Chapter A to the Report 
of the Board of Directors. 
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D. Dedicated disclosure for debenture holders 

1. Information on debentures issued by the Company: 

Series 

Issue date 
(including 

expansions) 

Original 
par 

value 

Outstanding 
par value as 

of September 
30, 2021 

Nominal interest 
rate 

Linkage 
terms 

Carrying 
amount – 

September 
30, 2021 

Interest 
accrued in the 

books as of 
September 30, 

2021 
Repayment dates  

(principal/ interest) 

Stock exchange 
value as of 

September 30, 2021 Trustee – details 

B18 
11/2009 
6/2010 
7/2011 

1,062 354 
6.1% 
As from June 1, 
2021 – 6.35% 

Israeli CPI 394 11 

Interest payments on April 
30 and October 31 and 
principal payments on 
October 31 in each of the 
years 2020-2022 

402 

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%  
As from June 1, 
2021 – 4.90% 

Israeli CPI 304 6 

Interest payments on May 
10 and November 10 and 
principal payments on 
November 10 in each of 
the years 2020-2022 

307 

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

B22 6/2007 500 62 
4.50% 
As from June 1, 
2021 – 4.75% 

Israeli CPI 77 1 

Principal and interest 
payments on June 30 and 
December 31 in each of 
the years 2020-2021 

77 

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 2,944 

Until the rating 
downgrade date 
(March 22, 2020) – 
4.3% 
As from March 23, 
2020 – interest rate 
of 5.3% 
As from June 1, 
2021 – 5.55% 

Non-linked 2,944 18 

Interest payments on 
August 20 and February 
20 and principal payments 
on February 20 in each of 
the years 2020-2025 

2,874 

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

B33 7/2016 705 705 

Until the rating 
downgrade (March 
22, 2020) – 2.8% 
As from March 23, 
2020 – interest rate 
of 3.8% 
As from June 1, 
2021 – 4.05% 

Convertible 
and non-
linked 

705 6 

Interest payments on July 
10 and January 10 in 
each of the years 2020-
2022; principal payment 
on January 10, 2022 

701 

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



Report of the Board of Directors  Delek Group Ltd. 

B-28 

Series 

Issue date 
(including 

expansions) 

Original 
par 

value 

Outstanding 
par value as 

of September 
30, 2021 

Nominal interest 
rate 

Linkage 
terms 

Carrying 
amount – 

September 
30, 2021 

Interest 
accrued in the 

books as of 
September 30, 

2021 
Repayment dates  

(principal/ interest) 

Stock exchange 
value as of 

September 30, 2021 Trustee – details 

B34 2/2018 521 480 

Until the rating 
downgrade (March 
22, 2020) – 4.48%   
As from March 23, 
2020 – 5.48% 
As from June 1, 
2021 – 5.73% 

Non-linked 480 7 

Interest payments on 
June 30 and December 
31 and principal payments 
on December 31 (except 
December 31, 2022) in 
each of the years 2020-
2028 

470 

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

B35(*) 
6/2021 
7/2021 

771 771 7.2% Non-linked 771 14 

Interest payments on 
June 30 and December 
31 (starting December 31, 
2021) and principal 
payments on December 
31 in each of the years 
2023-2027 

816 

Mishmeret - Trusts 
Services Company Ltd., 
48 Menahem Begin St., 
Tel Aviv, Tel: 03-
6374335/4, Atty. Rami 
Katzav, CPA. 

(*) Excluding the expansion of Series B35, subsequent to the balance sheet date, in October 2021, for a total of NIS 66 million par value. 

 

1. Information on debentures issued by the Company as at September 30, 2021: 

 

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) is convertible to one ordinary share in the Company. 
Adjustments will be made following distribution of bonus 
shares, participation in rights issuances, and dividend 
distributions. 

The Company 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 a rating report on the Company's Debentures (Series B13, B22, B31, B33, B34) (in this paragraph – the “Debentures”), published by S&P Maalot's on 
January 31, 2021, upgrading the Debentures' rating from ilCCC-Developing to ilB-Developing, see the Company’s immediate report dated January 31, 
2021 (Ref. No. 2021-01-012097), included herein by way of reference. 

4. According to a rating report for the debentures (Series B18, B19, B22, B31, B33, B34) issued by the Company (hereinafter in this paragraph - the 
“Debentures”), published by Midroog on November 23, 2021, the rating of the Debentures increased to Baa3.il with a stable outlook. For more information, 
see the Company’s immediate report dated November 23, 2021 (Ref. No. 2021-15-170172), the details of which are included herein by way of reference. 
Under the amendment to the deed of trust with the holders of debenture series B13, B18, B19, B22, B31, and B33, an additional 0.25% interest was added 
starting June 1, 2021, until such time as the rating for said debenture series is upgraded to (BBB-). 



Report of the Board of Directors  Delek Group Ltd. 

B-29 

Financial covenants (debentures) 

1. 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.  

− As of the publication date of the first quarter financial 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 financial 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.  As 
of September 30, 2021, the Company's shareholders' equity stands at NIS 1,892 billion. 

− Until the publication date of the first quarter financial statements in 2021, the grounds for 
immediate repayment specified in the deeds of trust concerning the equity to asset 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 asset 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 asset ratio according 
to the Company's separate statements fall below 20% for two consecutive quarters. As of 
September 30, 2021, the said ratio stands at 22%. 

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 and conditions 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 vested 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. 

On May 30, 2021, a meeting of the holders of the Company's various debenture series approved 
an additional amendment to the deed of trust for each of the series. The additional amendment 
includes mainly the following: 

− Review of the rating covenant, according to the which the Company must be rated at least (-BBB) 

(in order for the Company to meet this requirement, such a rating by one of the rating agencies is 

sufficient - there is no need for such rating by two rating agencies), was initially deferred.  

− The Company undertook to make the utmost effort to complete Ithaca's IPO by September 15, 
2021, and to transfer to the trustees the proceeds of such IPO.  

- Should the rating not be upgraded by September 15, 2021, the rating covenant would 
automatically be postponed in several rounds until March 31, 2022, provided that the 
Company deposit in the trustees' account the full amounts required to repay the debentures' 
principal and interest payments in the first quarter of 2022 in four equal instalments (25% 
each time), on the following dates: September 15, 2021; October 15, 2021; November 15, 
2021; and December 15, 2021. It should be noted that as of the date of approval of the 
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financial statements, the Company deposited, in three instalments, a total of approximately 
NIS 1.152 billion according to said dates, as prescribed by the amended deed. 

− Subsequent to the balance sheet date, in November 2021, a third amendment to the trust 
deeds was approved, according to which - in lieu of the fourth deposit scheduled for December 
15, 2021 - the Company will bring forward its principal and interest repayments of debentures 
due by March 31, 2022, which will be paid on December 19, 2021. In addition, it was approved 
that upon early repayment, approximately 6% of the capital of the Delek Drilling Partnership 
will be released against the transfer of the financing raised for them (debentures (Series B36) 
in favor of early repayment. The Group also undertook to encumber its holdings in Delek 
Overriding Royalties on Leviathan Ltd. for the benefit of the holders of these series of 
debentures. 

− The Company has undertaken to raise NIS 125 million in capital, as follows: NIS 50 million by 
August 5, 2021, and an additional NIS 75 million by October 16, 2021. The Company executed 
said issues on the dates it undertook to do so, as aforesaid. The Company will raise an 
additional capital in the amount of NIS 75 million in capital by January 5, 2022; if the 
Company's rating is not upgraded to a minimum rating of (BBB-) by January 5, 2022, the total 
capital raised amounts to NIS 200 million (of which NIS 75 is subject to a case where the rating 
is not upgraded by that date). 

− The interest on all series of the Company's debentures will increase by an annual 0.25%, 
starting June 1, 2021 and until such time as the rating is upgraded to (BBB-).  

For more information, see Notes 1B and 6C to the consolidated interim financial statements, and 
Note 19 to the financial statements as of December 31, 2020. 

2. In June to November 2021, the Company issued a new series of Debentures (Series B35), with 
proceeds totaling NIS 841 million. The deed of trust for debentures (Series B35) includes the 
following Company obligations: 

A. So long as debentures (Series B35) have not been repaid in full, the Company will not create 
any floating charges on all its assets and all its rights, existing or future, towards any third 
party, to secure any debt or obligation unless it implement one of the following options: 1) 
Receiving prior consent from the holders of debentures (Series B35); 2) simultaneous to 
creating the floating charge to such third party, the Company will create a floating charge to 
the holders of debentures (Series B35) of equal rank pari passu as per the ratio between the 
Company's debts to such third party and to the debenture holders; 3) providing the holders of 
debentures (Series B35) with an automatic bank guarantee; and all under such terms as 
specified in the deed of trust. As of September 30, 2021, the Company is in compliance with 
its obligation. 

B. The Company undertook to comply with the following financial covenants: 

− The Company's equity will not fall below NIS 1,600 million for two consecutive quarters 
according to its audited or reviewed consolidated financial statements, as applicable. As 
of September 30, 2021, the capital attributable to the Company's shareholders amounted 
to NIS 1,892 million.  

− As from the issuance date and up to the test date starting at the publication date of the 
annual financial statements as of December 31, 2021, the Company’s equity will not fall 
below 12.5% of the total balance sheet in accordance with the Company's audited or 
reviewed separate statements, as the case may be, for two consecutive quarters. As of 
the review date, which is the publication date of the financial statements as of March 31, 
2022, and at each of the following review dates, the said ratio will not fall below 15% for 
two consecutive quarters.  As of September 30, 2021, this ratio amounts to 22%. 

− If the Company’s equity falls below NIS 1,650 million, or the ratio of the total balance 
sheet to the total balance sheet of the separate financial statements, as outlined above, 
falls below 13.5% at the review dates until the publication date of the financial statements 
as of December 31, 2021, or below 16% at the following review dates, the interest rate 
on the debentures will increase by 0.25%. 

C. The Company has undertaken not to make any distribution (as this term is defined in the 
Companies Law), including not to declare, pay, or distribute any dividend (as the terms are 
defined in the Companies Law), unless all the terms listed below are met (before and after 
reduction of the distribution amount): 1) the equity will not be less than NIS 2,000 million 
following the distribution; 2) the Company is not in breach of one or more of its material 
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obligations under this deed of trust and under the terms of the debentures; 3) there are no 
grounds for immediate repayment.  

The deed of trust sets out grounds for immediate repayment of Debentures (Series B35), which 
include the Company's failure to comply with its obligations, as set out above; cross-default (in case 
of repayment of other debts to the extent set out in the deed of trust); events related to a change in 
the Company's business or a change in control, as set out in the deed of trust; and other events.   

The debentures are secured by a Group lien on Delek Drilling's 153,334,217 participation units. 

3. Subsequent to the balance sheet date, in October 2021, the Company issued a new debentures 
series, Debentures (Series B36), in consideration for NIS 360 million. The deed of trust for 
debentures (Series B36) includes the following Company obligations: 

A. As long as the Debentures (Series B36) are not repaid in full, the Company will not create a 
floating charges on any of its assets and rights, existing or future, in favor of any third party, 
to secure any debt or liability, unless it applies one of the following alternatives: 1) obtaining 
the prior consent of the holders of Debentures (Series B36); 2) when creating the floating lien 
in favor of the third party, creation of a floating charge in favor of the holders of Debentures 
(Series B36), which is at the same degree pari passu according to the Company’s debts to 
the third party and the debenture holders; 3) providing an automatic bank guarantee in favor 
of the holders of Debentures (Series B36), all in accordance with the terms and conditions set 
out in the deed of trust.  As of September 30, 2021, the Company is in compliance with its 
obligation. 

B. The Company undertook to comply with the following financial covenants: 

− The Company's equity will not fall below NIS 1,600 million for two consecutive quarters 
according to its audited or reviewed consolidated financial statements, as applicable.  

− As from the issuance date and up to the test date starting at the publication date of the 
annual financial statements as of December 31, 2021, the Company’s equity will not fall 
below 12.5% of the total balance sheet in accordance with the Company's audited or 
reviewed separate statements, as the case may be, for two consecutive quarters. As of 
the review date, which is the publication date of the financial statements as of March 31, 
2022, and at each of the following review dates, the said ratio will not fall below 15% for 
two consecutive quarters. 

C. The Company has undertaken not to make any distribution (as this term is defined in the 
Companies Law), including not to declare, pay, or distribute any dividend (as the terms are 
defined in the Companies Law), unless all the terms listed below are met (before and after 
reduction of the distribution amount): 1) the equity will not be less than NIS 2,000 million 
following the distribution; 2) the Company is not in breach of one or more of its material 
obligations under this deed of trust and under the terms of the debentures; 3) there are no 
grounds for immediate repayment.  

The deed of trust sets out grounds for immediate repayment of Debentures (Series B36), which 
include the Company's failure to comply with its obligations, as set out above; cross-default 
(in case of repayment of other debts to the extent set out in the deed of trust); events related 
to a change in the Company's business or a change in control, as set out in the deed of trust; 
and other events. To secure the repayment of the Debentures (Series B36), the Company will 
encumber 70,323,488 Delek Drilling participation units in Delek Drilling (for further details, see 
Section 1 above).  
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E. Additional information  

1. Company employees 

The Board of Directors would like to thank the Company's management, the management of the 
Company's investees, and 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: November 28, 2021  
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Appendix A to the Report of the Board of Directors 

Breakdown of balance of principal and interest payments2 on the Company and the staff companies' 
debentures2 and bank and other loans as of September 30, 2021 (NIS millions):  

 
Oct. 1 2021-
Dec. 31 2021 2022 2023 2024 2025 

2026 
onward Total 

Debentures(**)  
Principal 463 1,787 912 912 912 667 5,653 

Interest 62 259 182 129 77 82 791 

Loans from banks 
and others (*) 

Principal - - - 106 - - 106 

Interest 15 11 9 1 - - 36 

Total 540 2,057 1,103 1,148 989 749 6,586 

 

(*) Excluding a convertible liability. 

 

Breakdown of principal and interest payments2 on the Company and the staff companies' debentures and bank 

and other loans as of September 30, 2021. The following schedule takes into account the early repayment of 

debentures due by March 31, 2022, in accordance with the third amendment to the trust deeds of the debenture 

holders (in NIS millions) 

 

 
Oct. 1 2021-
Dec. 31 2021 2022 2023 2024 2025 

2026 
onward Total 

Debentures  
Principal 1,900 350 912 912 912 667 5,653 

Interest 159 162 182 129 77 82 791 

Loans from 
banks and others 
(*) 

Principal - - - 106 - - 106 

Interest 15 11 9 1 - - 36 

Total 2,074 523 1,103 1,148 989 749 6,586 

 

(*) Excluding a convertible liability. 

 

 
2 Net of the Company's debentures held by Delek Financial Investments Limited Partnership. Excluding the 

expansion of Series B35 and the issuance of Debentures Series B36, which were issued subsequent to the balance 
sheet date. 
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Appendix B to the Report of the Board of Directors 

Following on Note 12 to the 2020 financial statements and following a tax ruling 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: 

Condensed Statement of Financial Position (Dollars in thousand) 

  September 30  September 30  December 31 

  2021  2020*)  2020 

  Unaudited  Audited 

Current assets       

       

Cash and cash equivalents  292  -  3 

Short-term investments  5,364  -  326 

Royalties and other receivables  1,022  -  1,328 

Total current assets  6,678  -  1,657 

       

Non-current assets       

       

Long-term investments  16,939  -  19,613 

Loan to controlling shareholder  80,855  -  76,334 

Assets in respect of ORRI  193,388  -  197,704 

Deferred Taxes  1,210  -  888 

Total non-current assets   292,392  -  294,539 

       

  299,070  -  296,196 

       

Current liabilities       

       

Other payables  4,931  -  877 

Total current liabilities  4,931  -  877 

       

Non-current liabilities       

       

Debentures  171,545  -  169,001 

Total non-current assets  171,545  -  169,001 

       

Equity       

Share capital   295    295 

Share premium  127,275    127,275 

Retained earnings  (4,976)  -  (1,252) 

Total equity  122,594  -  126,318 

       

  299,070  -  296,196 

       

*)  The company’s operations started at October 28 2020. 
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Condensed Statements of Comprehensive Income (Dollars in thousand) 

 
 Nine-month period ended 

September 30, 
 Three-month period ended 

September 30,  
Year ended 

December 31, 

  2021  2020*)  2021  2020*)  2020 

  Unaudited  Unaudited  Audited 

           

Revenue from overriding royalties  8,926  -  3,184  -  1,335 

           

General and administrative expenses  638  -  214  -  203 

Depletion  4,317  -  1,445  -  712 

Operating profit  3,971  -  1,525  -  420 

           

Financing expenses  (12,635)  -  (4,240)  -  (2,883) 

Financing income  4,598  -  1,555  -  1,067 

Loss before income tax  (4,066)  -  (1,160)  -  (1,396) 

Tax benefit   342  -  272  -  144 

Loss and total comprehensive loss   (3,724)  -  (888)  -  (1,252) 

 

*) The company’s operations started at 28 October, 2020. 

 

Condensed Statements of Changes in Equity (Dollars in thousand) 

 
Share capital 

Share 
premium 

Retained 
earnings Total 

 Unaudited 

Balance as at January 1, 2021 (Audited) 295 127,275 (1,252) 126,318 

Total comprehensive Loss  - - (3,724) (3,724) 

     

     

Balance as at September 30, 2021 295 127,275 (4,976) 122,594 
     

 

 
Share capital 

Share 
premium 

Retained 
earnings Total 

 Unaudited 

Balance as at January 1, 2020 (Audited) * - - * 

Total comprehensive income (loss) ** - - - - 

 - - - - 

Balance as at September 30, 2020 * - - - 
     

 

 
Share capital 

Share 
premium 

Retained 
earnings Total 

 Unaudited 

Balance as at July 1, 2021 (Audited) 295 127,275 (4,088) 123,482 

Total comprehensive Loss - - (888) (888) 

     

Balance as at September 30, 2021 295 127,275 (4,976) 122,594 
          

*  Less 1 thousand dollars. 

**)  The company’s operations started at October 28 2020  
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Condensed Statements of Changes in Equity (Dollars in thousand) 

 
Share capital 

Share 
premium 

Retained 
earnings Total 

 Unaudited 

Balance as at July 1, 2020 (Audited) * - - * 

Total comprehensive income (loss) ** - - - - 

     

Balance as at September 30, 2020 * - - - 
     

 

 
Share capital 

Share 
premium 

Retained 
earnings Total 

 Unaudited 

Balance as at January 1, 2020 * - - * 

Total comprehensive Loss ** - - (1,252) (1,252) 

overriding royalties 295 127,275 - 127,570 

     

Balance as at December 31, 2020 295 127,275 (1,252) 126,318 
     

*  Less 1 thousand dollars. 

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

 

Nine-month period ended 
September 30, 

Three-month period ended 
September 30, 

For the year 
ended   

 2021 2020(*) 2021  2020(*) 2020 

  Unaudited  Unaudited Audited 
      
Cash Flows - Current Operations:      

Loss for the year (3,724) - (888) - (1,252) 

Adjustments for:      

Depletion and depreciation 6,774 - 2,292 - 1,252 

Deferred Taxes (322) - (278) - (888) 

Increase in Long-term investments (16) - (4) - - 

      

Changes in assets and liabilities items:      

Decrease in trade and other receivables 306 - 300 - (1,328) 

Increase in loan to controlling shareholder (4,562) - (1,538) - - 

Increase in trade and other payables 4,053 - 3,637 - 2,134 

Net cash deriving used for current 
operations 2,509 - 3,521 - (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 41 - - - 3,703 

Long-term deposit in bank deposits 2,690 - (10) - (20,900) 

Short-term deposit in bank deposits (5,038) - (3,406) - (326) 

Net cash deriving from (used for) 
investment activity (2,307) - (3,416) - (168,375) 

      

Cash Flows - Financing Activity:      

Bond offering (net of issue costs) 87 - - - 168,460 

Net cash deriving from financing activity 87 - - - 168,460 

      

Increase in cash and cash equivalents 289 - 105 - 3 

Cash and cash equivalents balance at the 
beginning of the period 3 - 187 - - 

Cash and cash equivalents balance at the 
end of the period 292 - 292 - 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  6,745 - - - 2,328 

      

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

Regulation 8B:  Valuation 

 

Assessment of the recoverable amount for oil and gas assets in the Greater Stella Area (hereinafter - 
"GSA") in the North Sea. 

As of September 30, 2021, the Group performed highly material valuations of the recoverable amount 
for its oil and gas assets in the GSA in the North Sea. The said valuation is attached to the Group's 
financial statements. 

Highlights from the valuation: 

Focus of the valuation: To assess the recoverable amount for oil and gas assets in the GSA in the 
North Sea. 

Valuation date: September 30, 2021 

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

N/A 

Value according to the valuation: The recoverable amount for oil and gas assets in the GSA was assessed 
at USD 564 million. 

Based on this valuation, in the third quarter of 2021, the Company 
reversed its impairment of these assets, which yielded a profit attributable 
to the Company's shareholders (post-tax) of USD 88 million (NIS 284 
million). 

Identity and details of appraiser: The study was prepared by Duff & Phelps, a global consulting firm with 
over 3,500 employees across 28 countries. The firm was founded in 1932, 
and provides consulting services to numerous clients, including 50% of the 
S&P 500 companies. The firm provides a range of consulting services, 
including valuations, tax services, and M&A consultancy. The firm's 
valuations team comprises more than 1,200 professional staff and experts 
in financial consulting, including PPAs, impairment testing for goodwill and 
intangible assets, and valuation analysis.  

According to the contract with the appraiser, except in the event of 
improper conduct or fraud by the appraiser, its liability is limited to its fees. 
The Company also undertook to indemnify the appraiser for any damage it 
may incur as a result of third party lawsuits, except if a competent court 
decides that the lawsuit was caused by gross negligence, intentional 
improper conduct or fraud by the appraiser.  

The valuation model employed: Discounted cash flows 

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

model: 

The key assumptions underlying the valuation include revenue and 
expense forecasts, bearing in mind, among other things, production flows 
and quantities, projected oil and gas prices, the inflation rate, and 
retirement costs. In the valuation, the appraiser applied the discounted 
cash flow method, accounting for a post-tax discount rate of 9.75%; 
projected Brent oil prices of USD 70/bbl in 2021, USD 70/bbl in 2022, USD 
69/bbl in 2023, and reaching a price of USD 71/bbl in 2025; projected gas 
prices of 204 pennies/therm in 2021, 119 pennies/therm in 2022, 71 
pennies/therm in 2023, and reaching 65 pennies/therm in 2025. 
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Consolidated Balance Sheets 

 

 

  As at September 30  
As at 

December 31 
  2021  2020  2020 

  Unaudited  Audited 

  NIS millions 

Current assets       

       

Cash and cash equivalents  1,781  778  402 

Short-term investments  1,630  540  559 

Trade receivables  1,222  956  820 

Other receivables  246  291  191 

Current tax assets  21  21  40 

Financial derivatives  4  337  93 

Inventory  347  296  343 

       

  5,251  3,219  2,448 

       

Assets held for sale  3,575  3,670  3,927 

       

  8,826  6,889  6,375 

Non-current assets       

       

Long-term loans, deposits, and receivables  3,291  3,028  3,176 

Other financial assets  7  135  21 

Investments in associates  520  292  679 *) 

Investment property  327  322  331 

Right-of-use assets  20  29  22 

Financial derivatives  -  95  9 

Investments in exploration and production of oil and gas assets, net  19,919  23,660  19,654 

Property, plant and equipment, net   79  115  84 

Goodwill  2,814  3,109  2,798 

Deferred taxes  1,465  1,752  1,278 

       

  28,442  32,537  28,052 

       

  37,268  39,426  34,427 

       

*) Adjusted retrospectively, see Note 3B(1).       
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Consolidated Balance Sheets 

 

 

  As at September 30  
As at 

December 31 
  2021  2020  2020 

  Unaudited  Audited 

  NIS millions 

Current liabilities       

Borrowings and current maturities from banks and others  -  677  138 

Debentures including current maturities of debentures  8,898  6,217  6,668 

Trade payables  675  721  317 

Other payables  1,425  765  1,193 *) 

Current maturities of lease liabilities  12  23  20 

Current tax liabilities  140  321  107 

Financial derivatives  1,181  97  264 

       

  12,331  8,821  8,707 

Liabilities attributable to assets held for sale  230  2,951  2,230 

       

  12,561  11,772  10,937 

Non-current liabilities       

Loans from banking corporations and others  2,080  2,538  2,247 

Debentures   9,729  12,861  9,248 

Convertible liabilities   160  170  - 

Lease liability  2  7  3 

Financial derivatives  700  70  76 

Provisions and other liabilities  5,176  5,032  5,265 

Deferred taxes  1,784  1,615  1,401 

       

  19,631  22,293  18,240 

Equity       

Share capital  19  16  18 

Share premium  2,444  2,181  2,341 

Proceeds for conversion options and warrants  32  60  38 

Retained earnings  2,421  463  1,589 *) 

Adjustments arising from foreign currency translation of foreign 
operations’ financial statements    (934)  (546)  (933) 

Capital reserve from transactions with non-controlling interests  (681)   (672)  (677) 

Other reserves  (1,095)  300  24 

Treasury shares  (314)  (314)  (314) 

       

Total equity attributable to the Company’s shareholders  1,892  1,488  2,086 

       

Non-controlling interests  3,184  3,873  3,164 

       

Total equity  5,076  5,361  5,250 

       

  37,268  39,426  34,427 

*) Adjusted retrospectively, see Note 3B(1).        

 

 

November 28, 2021       

Approval date of the financial 

statements 

 Gabriel Last  Idan Wallace  Tamir Polikar 

 Chairman of the Board  Chief Executive Officer  Executive VP and CFO 



Delek Group Ltd. 

 

The accompanying notes are an integral part of the Consolidated Interim Financial Statements. 

-  5  - 

Consolidated Statements of Income  

 

 

  
For the 9 months ended 

September 30  
For the 3 months ended 

September 30  

For the year 
ended  

December 31 

  2021  2020   2021  2020  2020 

  Unaudited  Audited 

  NIS millions (excluding net earnings (loss) per share) 

           

Revenue  5,712  5,037  2,058  1,705  6,671 

Cost of revenues  2,916  2,729  958  883  3,536 

           

Gross profit  2,796  2,308  1,100  822  3,135 

           

General and administrative expenses  107  184  32  57  241 

Group’s share in profits (losses) of operating 
associates, net  1  (6)  2  (7)  (15) 

Other income (expenses), net  504  (3,752)  201  (16)  (2,973) 

           

Operating profit (loss)  3,194  (1,634)  1,271  742  (94) 

Finance income  129  112  14  23  382 

Finance expenses  (1,464)  (1,766)  (597)  (508)  (2,294) 

           

  1,859  (3,288)  688  257  (2,006) 

Group share in profits of associates, net  -  3  -  -  5 

           

Profit (loss) before taxes on income  1,859  (3,285)  688  257  (2,001) 

Taxes on income (tax benefit)  1,025  (926)  682  29  (406) 

           

Profit (loss) from continuing operations  834  (2,359)  6  228  (1,595) 

Profit (loss) from discontinued operations, net  93  (333)  (2)  68  (158) *) 

           

Net profit (loss)  927  (2,692)  4  296  (1,753) 

           

Attributable to:           

Company’s shareholders  804  (2,943)  223  149  (1,817) 

Non-controlling interests  123  251  (219)  147  64 

           

  927  (2,692)  4  296  (1,753) 

Net earnings (loss) per share attributable to 
Company’s shareholders (NIS)           

           

Basic earnings (loss) from continuing operations  41.8  (207.6)  13.0  5.7  (125.0) *) 

Basic earnings (loss) from discontinued 
operations  5.5  (26.5)  (0.1)  4.8  (11.9) *) 

           

Basic earnings (loss)   47.3  (234.1)  12.9  10.5  (136.9) 

           

Diluted earnings (loss) from continuing 
operations  40.0  (207.6)  12.5  5.7  (125.0) *) 

Diluted earnings (loss) from discontinued 
operations  5.2  (26.5)  (0.1)  4.8  (11.9) *) 

           

Diluted earnings (loss)  45.2  (234.1)  12.4  10.5  (136.9) 

 

*) Adjusted retrospectively, see Note 3B(1). 
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Consolidated Statements of Comprehensive Income 

 

 

  
For the 9 months ended 

September 30  
For the 3 months ended 

September 30  

For the year 
ended 

December 31 

  2021  2020   2021  2020   2020 

  Unaudited  Audited 

  NIS millions 

           

Net profit (loss)  927  (2,692)  4  296  (1,753) *) 

           

Other comprehensive income (loss) (net of tax 
effect): 

 
         

           

Amounts not reclassified to profit or loss:           

Profit (loss) from an investment in equity 
instruments designated for measurement at fair 
value through other comprehensive income 

 

86  (132)  -  7  (101) 

Revaluation for transfer from property, plant and 
equipment to investment property 

 
-  -  -  -  27 

           

Total  86  (132)  -  7  (74) 

           

           

Amounts classified or reclassified to profit or loss 
under specific conditions: 

 
         

Profit (loss) from financial assets at fair value 
through other comprehensive income 

 
-  1  -  -  - 

Profit (loss) from cash flow hedges  (1,381)  892  (767)  (93)  645 

Transfer to the statement of income for cash flow 
hedges 

 
225  (498)  148  (119)  (570) 

Adjustments arising from foreign currency 
translation of foreign operations’ financial 
statements 

 

8  105  (117)  (64)  (594) 

Transfer to profit or loss in respect of 
adjustments for foreign currency translation 
differences for foreign operations 

 

-  28  -  -  28 

Other comprehensive loss attributable to 
associates, net 

 
-  (2)  -  -  (2) 

           

Total  (1,148)  526  (736)  (276)  (493) 

           

Total other comprehensive income (loss) from 
continuing operations 

 
(1,062)  394  (736)  (269)  (567) 

           

           

Total comprehensive income (loss)   (135)  (2,298)  (732)  27  (2,320) 

           

Attributable to:           

Company’s shareholders  (288)  (2,554)  (469)  (112)  (2,091) 

Non-controlling interests  153  256  (263)  139  (229) 

           

  (135)  (2,298)  (732)  27  (2,320) 

           

*) Adjusted retrospectively, see Note 3B(1). 
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Consolidated Statements of Changes in Equity 

 

 Attributable to the Company’s shareholders   

 

Share 
capital 

Share 
premium 

Proceeds 
for 

conversion 
options and 

warrants 

Retained 
earnings 

Adjustments 
arising from 

foreign 
currency 

translation of 
foreign 

operations’ 
financial 

statements 

Reserve 
from 

transactions 
with non-

controlling 
interests 

Other 
reserves *) 

Treasury 
shares Total 

Non-
controlling 
interests 

Total 
equity 

 Unaudited 

 NIS millions 

            

Balance as of January 1, 2021 (audited) ***) 18 2,341 38 1,589 (933) (677) 24 (314) 2,086 3,164 5,250 

Net profit  - - - 804 - - - - 804 123 927 

Other comprehensive income (loss) - - - - (1) - (1,091) - (1,092) 30 (1,062) 

Total comprehensive income (loss) - - - 804 (1) - (1,091) - (288) 153 **) (135) 

Issue of shares and warrants - 58 2 - - - - - 60 - 60 

Exercise of share options 1 45 (8) - - - - - 38 - 38 

Transactions with non-controlling interests - - - - - (4) - - (4) 4 - 

Dividend to non-controlling interests - - - - - - - - - (147) (147) 

Disposal of revaluation reserve due to disposal of 
an asset - - - 28 - - (28) - - - - 

Adjusted dividend and tax receipts for prior years 
for non-controlling interests   - - - - - - - - - 10 10 

Balance on September 30, 2021 19 2,444 32 2,421 (934) (681) (1,095) (314) 1,892 3,184 5,076 
            

*)  Mainly capital reserve for cash flow hedges.  

**) Composition of comprehensive income of non-controlling interests: 

Net profit attributable to non-controlling interests 123 

Profit from financial assets measured at fair value through other comprehensive 
income, net 20 

Adjustments arising from foreign currency translation of foreign operations’ financial 
statements 10 

Total comprehensive income attributable to non-controlling interests 153 

***)  Adjusted retrospectively - see Note 3B. 
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Consolidated Statements of Changes in Equity 

 Attributable to the Company’s shareholders   

 

Share 
capital 

Share 
premium 

Proceeds 
for 

conversion 
options Options 

Retained 
earnings 

Adjustments 
arising from 

foreign 
currency 

translation 
of foreign 

operations’ 
financial 

statements 

Reserve 
from 

transactions 
with non-

controlling 
interests 

Other 
reserves *) 

Treasury 
shares Total 

Non-
controlling 
interests 

Total 
equity 

 Unaudited 

 NIS millions 

             

Balance as of January 1, 2020 (audited) 13 1,919 18 - 3,382 (653) (289) (3) (254) 4,133 3,444 7,577 

Net profit (loss) - - - - (2,943) - - - - (2,943) 251 (2,692) 

Other comprehensive income - - - - - 77 - 312 - 389 5 394 

Total comprehensive income (loss) - - - - (2,943) 77 - 312 - (2,554) 256**) (2,298)  

Issue of shares and warrants  3 262 - 42 - - - - - 307 - 307 

Purchase of treasury shares - - - - - - - - (60) (60) - (60) 

Disposal of revaluation reserve due to disposal 
of an asset - - - 

- 
24 - - (24) - - - - 

Purchase of shares from non-controlling 
interests - - - 

 - 
- - (2) - - (2) (5) (7) 

Consolidation - - - - - - - - - - (221) (221) 

Sale of shares to non-controlling interests - - - - - 30 (381) 15 - (336) 407 71 

Dividend to non-controlling interests  - - - - - - - - - - (8) (8) 

Balance on September 30, 2020 16 2,181 18 42 463 (546) (672) 300 (314) 1,488 3,873 5,361 
             

*)  Mainly capital reserve for cash flow hedges.  
**) Composition of comprehensive income of non-controlling interests: 

Net profit attributable to non-controlling interests 251 

Loss for financial assets measured at fair value through other comprehensive 
income, net (47) 

Profit from cash flow hedges 6 

Adjustments arising from foreign currency translation of foreign operations’ financial 
statements 46 

Total comprehensive income attributable to non-controlling interests 256 
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Consolidated Statements of Changes in Equity 

 

 Attributable to the Company’s shareholders   

 

Share 
capital 

Share 
premium 

Proceeds 
for 

conversion 
options and 

warrants 

Retained 
earnings 

Adjustments 
arising from 

foreign 
currency 

translation of 
foreign 

operations’ 
financial 

statements 

Reserve 
from 

transactions 
with non-

controlling 
interests 

Other 
reserves *) 

Treasury 
shares Total 

Non-
controlling 
interests 

Total 
equity 

 Unaudited 

 NIS millions 

            

Balance on July 1, 2021 19 2,396 30 2,170 (861) (680) (448) (314) 2,312 3,590 5,902 

Net profit (loss)  - - - 223 - - - - 223 (219) 4 

Other comprehensive income (loss) - - - - (73) - (619) - (692) (44) (736) 

Total comprehensive income (loss) - - - 223 (73) - (619) - (469) (263) **) (732) 

Issue of shares and warrants - 48 2 - - - - - 50 - 50 

Transactions with non-controlling interests - - - - - (1) - - (1) 1 - 

Dividend to non-controlling interests - - - - - - - - - (147) (147) 

Disposal of revaluation reserve due to disposal of 
an asset - - - 28 - - (28) - - - - 

Adjusted dividend and tax receipts for prior years 
for non-controlling interests  - - - - - - - - - 3 3 

Balance on September 30, 2021 19 2,444 32 2,421 (934) (681) (1,095) (314) 1,892 3,184 5,076 
            

*)  Mainly capital reserve for cash flow hedges.  
**) Composition of comprehensive income of non-controlling interests: 

Loss attributed to non-controlling interests (219) 

Adjustments arising from foreign currency translation of foreign operations’ financial 
statements (44) 

Total comprehensive income (loss) attributable to non-controlling interests (263) 
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Consolidated Statements of Changes in Equity 

 

 Attributable to the Company’s shareholders   

 

Share 
capital 

Share 
premium 

Proceeds 
for 

conversion 
options and 

warrants 

Retained 
earnings 

Adjustments 
arising from 

foreign 
currency 

translation of 
foreign 

operations’ 
financial 

statements 

Reserve from 
transactions 

with non-
controlling 
interests 

Other 
reserves *) 

Treasury 
shares Total 

Non-
controlling 
interests 

Total 
equity 

 Unaudited 

 NIS millions 

            

Balance on July 1, 2020 14 2,041 30 314 (506) (672) 521 (314) 1,428 3,734 5,162 

Net profit  - - - 149 - - - - 149 147 296 

Other comprehensive loss - - - - (40) - (221) - (261) (8) (269) 

Total comprehensive income (loss) - - - 149 (40) - (221) - (112) 139 **) 27 

Issue of shares and warrants 2 140 30 - - - - - 172 - 172 

Balance on September 30, 2020 16 2,181 60 463 (546) (672) 300 (314) 1,488 3,873 5,361 
            

*)  Mainly capital reserve for cash flow hedges.  
**) Composition of comprehensive income of non-controlling interests: 

Net profit attributable to non-controlling interests 147 

Profit from financial assets measured at fair value through other comprehensive 
income, net 3 

Profit from cash flow hedges 11 

Adjustments arising from foreign currency translation of foreign operations’ financial 
statements (22) 

Total comprehensive income attributable to non-controlling interests 139 
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Consolidated Statements of Changes in Equity 

 

 Attributable to the Company’s shareholders   

 

Share 
capital 

Share 
premium 

Proceeds for 
conversion 
options and 

warrants  
Retained 
earnings 

Adjustments 
arising from 

foreign 
currency 

translation of 
foreign 

operations’ 
financial 

statements  

Reserve 
from 

transactions 
with non-

controlling 
interests  

Other 
reserves *) 

Treasury 
shares Total 

Non-
controlling 
interests  

Total 
equity 

 Audited 

 NIS millions 

            

Balance as of December 31, 2019 13 1,919 18 3,382 (653) (289) (3)  (254) 4,133 3,444 7,577 

Net profit (loss) **) - - - (1,817) - - - - (1,817) 64 (1,753) 

Other comprehensive income (loss) - - - - (310) - 36 - (274) (293) (567) 

Total comprehensive income (loss) - - - (1,817) (310) - 36 - (2,091) (229) *) (2,320) 

Issue of shares and warrants, net  4 301 42 - - - - - 347 - 347 

Exercise of share options 1 114 (15) - - - - - 100 - 100 

Expired warrants - 7 (7) - - - - - - - - 

Disposal of revaluation reserve due to disposal of an 
asset - - - 24 - - (24) - - - - 

Purchase of treasury shares - - - - - - - (60) (60) - (60) 

Purchase of shares from non-controlling interests - - - - - (7) - - (7) (5) (12) 

Consolidation - - - - - - - - - (221) (221) 

Sale of shares to non-controlling interests - - - - 30 (381) 15 - (336) 407 71 

Dividend to non-controlling interests  - - - - - - - - - (232) (232) 

Balance as of December 31, 2020 **) 18 2,341 38 1,589 (933) (677) 24 (314) 2,086 3,164 5,250 
            

*) Composition of comprehensive income of non-controlling interests: 
Net profit attributable to non-controlling interests 64 

Loss for financial assets measured at fair value through other comprehensive 
income, net (41) 

Profit from cash flow hedges 6 

Adjustments arising from foreign currency translation of foreign operations’ financial 
statements (258) 

Total comprehensive income attributable to non-controlling interests (229) 

**)  Adjusted retrospectively - see Note 3B. 
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Consolidated Statements of Cash Flows 

 

 

  
For the 9 months ended 

September 30  
For the 3 months ended 

September 30  

For the year 
ended 

December 31 

  2021  2020  2021  2020  2020 

  Unaudited  Audited 

  NIS millions 

           

Cash flows from operating activities           

           

Net profit (loss)  927  (2,692)  4  296  (1,753) *) 

Adjustments for presentation of statement of 
cash flows from operating activities (a) 

 

1,569  5,253  830  283  4,920 *) 

           

Net cash from operating activities   2,496  2,561  834  579  3,167 

           

Cash flows from investing activities           

           

Purchase of property, plant and equipment, 
investment property and intangible assets 

 

-  (50)  -  (13)  (53) 

Proceeds from sale of property, plant and 
equipment and investment property 

 

28  35  18  -  35 

Proceeds from sale of financial assets, net  123  403  -  334  440 

Repayment of loans to associates, net  -  3  -  4  3 

Short-term investments, net  (971)  (104)  (469)  131  (284) 

Change in long-term bank deposits, net  (8)  24  (1)  (3)  16 

Investments in oil and gas exploration and 
assets 

 

(762)  (959)  (318)  (222)  (1,170) 

Insurance proceeds  -  65  -  65  65 

Cash received from disposal of investments in 
previously consolidated subsidiaries (b) 

 

-  836  -  545  1,263 

Cash flows used for acquisition of control in 
companies and operations (C) 

 

-  (7)  -  -  (7) 

Proceeds from disposal of an investment in 
investees 

 

113  169  -  -  169 

Investment in associates   -  (1)  -  -  (1) 

Tax paid for disposal of investments  (27)  -  -  -  - 

Repayment of loans to others, net  115  63  -  3  92 

           

Net cash from (used for) investing activities   (1,389)  477  (770)  844  568 
           
           
 

*) Adjusted retrospectively - see Note 3B. 
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Consolidated Statements of Cash Flows 

 

 

  
For the 9 months ended 

September 30  
For the 3 months ended 

September 30  

For the year 
ended 

December 31 

  2021  2020  2021  2020  2020 

  Unaudited  Audited 

  NIS millions 

           

Cash flows from financing activities            

           

Short-term borrowings from banks and others, 
net 

 

-  (905)  -  (657)  (1,161) 

Transactions with non-controlling interests  -  (137)  -  -  (137) 

Receipt of long-term borrowings  2,099  113  1,995  13  113 

Repayment of long-term borrowings  (2,497)  (8,927)  (1,704)  (7,283)  (9,585) 

Dividend paid to non-controlling interests   (86)  (55)  -  -  (190) 

Revised tax paid to non-controlling interests in 
past years 

 

10  -  3  -  - 

Purchase of treasury shares by a consolidated 
partnership 

 

-  (60)  -  -  (60) 

Issue of shares and warrants (net of issuance 
costs) 

 

60  307  50  172  347 

Exercise of warrants   38    -  -  100 

Repayment of lease liabilities   -  (132)  -  (45)  (123) 

Payment for contingent or deferred 
consideration 

 

-  (200)  -  -  (200) 

Issue of debentures (less issuance expenses)  2,778  7,578  2,263  7,578  8,145 

Repayment of debentures   (2,116)  (1,310)  (1,766)  (936)  (2,043) 

           

Net cash from (used for) financing activities   286  (3,728)  841  (1,158)  (4,794) 

           

Foreign currency translation differences on 
cash balances of foreign operations 

 

(14)  (5)  (7)  (4)  (35) 

           

Change in cash and cash equivalents 
attributable to operations held for sale 

 

-  (44)  -  (23)  (21) 

           

Increase (decrease) in cash and cash 
equivalents 

 

1,379  (739)  898  238  (1,115) 

           

Cash and cash equivalents at the beginning of 
the period 

 

402  1,517  883  540  1,517 

           

Cash and cash equivalents at the end of the 
period 

 

1,781  778  1,781  778  402 
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Consolidated Statements of Cash Flows 

 

 

 

  
For the 9 months ended 

September 30  
For the 3 months ended 

September 30  

For the year 
ended 

December 31 

   2021  2020  2021  2020  2020 

   Unaudited  Audited 

   NIS millions 

(a) Adjustments for presentation of statement 
of cash flows from operating activities  

 

         

            

 Adjustments to profit or loss line items:           

 Depreciation, depletion, amortization, and 
impairment of assets 

 

842  5,444  313  411  5,004 

 Deferred taxes, net  936  (1,090)  641  (16)  (613) 

 Decrease in liabilities for employee 
benefits, net 

 

-  (3)  -  (1)  (3) 

 Impairment (appreciation) of loans 
granted, net 

 

(90)  24  -  (36)  (26) 

 Profit (loss) from the sale of property, 
plant and equipment, real estate and 

investments, net 

 

(10)  356  -  111  220 *) 

 Group’s share of results of associates, 
net (1)   

 

(1)   6  (2)  11  14 

 Change in fair value of financial assets 
and derivatives, net 

 

(294)  285  (58)  8  184 

 Impairment of long-term liabilities, net  96  96  43  56  133 

 Cost of share-based payment  -  (5)  -  -  (5) 

 Proceeds received for hedge swap  -  547  -  -  547 

 Change in value of investment property, 
net 

 

(45)  4  (57)  -  (3) 

            

 Changes in operating assets and 
operating liabilities: 

 

         

 Increase in trade receivables  (415)  (104)  (208)  (320)  (50) 

 Decrease (increase) in other receivables  (64)  53  (90)  (16)  152 

 Decrease (increase) in inventory  (3)  22  49  (21)  22 

 Increase in other assets, net  (10)  (8)  (3)  (2)  (19) 

 Increase (decrease) in trade payables  323  18  (26)  108  (105) 

 Increase (decrease) in other accounts 
payable 

 

304  (392)  228  (10)  (532) 

            

   1,569  5,253  830  283  4,920 

            

*) Adjusted retrospectively - see Note 3B. 
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Consolidated Statements of Cash Flows 

 

 

 

  
For the 9 months ended 

September 30  
For the 3 months ended 

September 30  

For the year 
ended 

December 31 

   2021  2020  2021  2020  2020 

   Unaudited  Audited 

   NIS millions 

            

(b) Cash added (deducted) due to disposal 
of investments in previously consolidated 
companies           

            

 Working capital, net  -  18  -  (74)  (384) 

 Investments in exploration and production 
of oil and gas assets  -  550  -  -  550 

 Fixed assets  -  444  -  444  1,143 

 Intangible assets  -  308  -  308  331 

 Long-term liabilities  -  (22)  -  (22)  (1,045) 

 Deferred taxes  -  (174)  -  -  (145) 

 Loan to acquirers and receivables in 
respect of the acquisition  -  -  -  -  - 

 Other long-term assets  -  261  -  -  1,294 

 Assets held for sale  -  -  -  -  853 

 Investment in an associate  -  -  -  -  (407) 

 Liabilities attributable to assets held for 
sale  -  -  -  -  (516) 

 Movement in capital reserves, net  -  18  -  -  15 

 Loss from disposal of investment  -  (346)  -  (111)  (205) 

 Non-controlling interests  -  (221)  -  -  (221) 

            

   -  836  -  545  1,263 

(c) Cash derecognized for acquisition of 
control in companies and operations            

            

 Working capital (excluding cash and cash 
equivalents), net  -  2  -  -  2 

 Property, plant and equipment, net  -  (9)  -  -  (9) 

            

   -  (7)  -  -  (7) 
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Consolidated Statements of Cash Flows 

 

 

 

  
For the 9 months ended 

September 30  
For the 3 months ended 

September 30  

For the year 
ended 

December 31 

   2021  2020  2021  2020  2020 

   Unaudited  Audited 

   NIS millions 

            

            

(d) Significant non-cash activities           

            

 Purchase of property, plant and 
equipment, investment property and 
intangible assets  -  6  -  6  9 

 Investment in oil and gas assets against a 
liability  445  191  445  191  177 

 Dividend payable to non-controlling 
interests  147  -  147  -  53 

 Repayment of a liability to a banking 
corporation against the sale of 
participation units in a consolidated 
partnership  -  207  -  207  207 

            

            

            

(e) Additional information on cash flows           

            

 Cash received during the period for:           

            

 Interest  738  1,187  215  458  1,673 

 Taxes and levies on oil profits  134  233  35  -  311 

            

 Cash received by the Company during the 
period for:           

            

 Interest  24  11  -  2  9 

 Taxes   6  1  -  -  1 

            

(f) For information about cash flows from discontinued operations - see Note 3B. 
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NOTE 1 –  GENERAL 

 
Delek Group Ltd. (hereinafter - the “Company") invests in and manages companies and 
partnerships operating primarily in oil and gas exploration and production in Israel and other 
countries (in the North Sea). 
These financial statements were prepared in condensed format as at September 30, 2021 and 
for the nine-month and three-month periods then ended (hereinafter - the “Consolidated Interim 
Financial Statements”). The financial statements should be read in the context of the Company’s 
annual financial statements as at December 31, 2020 for the year then ended, and their 
accompanying notes (hereinafter - the “Annual Financial Statements”).  
 
A. Financial position of the Company 
 

• As of September 30, 2021, the Company (separate) has a working capital deficit of NIS 
4.3 billion, and the Group (consolidated) has a working capital deficit of NIS 3.7 billion, 
mainly due to classification of debentures and other liabilities (over and above current 
maturities) in the amount of NIS 3.7 billion for the short term. This classification is mainly 
because some of the waiver items in the amended deed of trust of the debentures series 
of May 2021 (see Note 6C below) are for less than twelve months from the date of the 
financial statements. The said amendment to the trust deed is that the rating of the 
Company's debentures should be (BBB-) by Maalot or (Baa3) by Midroog, at least, by 
March 31, 2022 (while at that time, Maalot's rating of the debentures was B, based on 
a review published by Maalot in January 2021). Subsequent to the balance sheet date, 
on November 23, 2021, Midroog Ltd. (hereinafter - “Midroog”) rated the Company's 
debentures at Baa3.il, with a stable outlook (a rating that meets the requirements of the 
trust deed regarding the low rating grounds, as defined by the trust deed, provided that, 
at the relevant date, these debentures are not rated lower by another rating agency). 

• The Company and staff companies were required to meet significant payments for the 
debentures, according to the original amortization schedules, in the period between 
October 2021 and September 2022, the Company has payment due (of principal and 
interest) amounting to NIS 2.2 billion and in the period between October 2022 and 
September 2023 - NIS 1.3 billion. 

• The Company's operations are significantly affected by oil and gas prices, which affect 
the ability of the Company and its staff companies to receive dividends from investee 
companies and partnerships. It should be noted that in the reporting period, gas and oil 
prices began to rise (compared with the prevailing prices at the end of 2020). 

 
B. Actions performed by the Company during, and subsequent to the reporting period 

that may strengthen its financial position  
 
As part of its plans, the Company took significant measures aimed at ensuring that adequate 
resources are available to service the debt, the main ones being: 

• In June and July 2021, the Company issued a new series of Debentures (Series B35), 
with proceeds totaling NIS 770 million. In addition, subsequent to the balance sheet 
date, in November 2021, the Company issued, by way of a series expansion, Series 
B35 Debentures in consideration for NIS 71 million. For further information, see Note 
6A below.  

• Subsequent to the balance sheet date, in October 2021, the Company issued another 
new series of Debentures (Series B36), with proceeds totaling NIS 360 million. For 
further information, see Note 6B below. 

• In July 2021, Ithaca completed the refinancing of its debts. Following the refinancing, 
Ithaca paid off a shareholder loan provided by the Company in the amount of NIS 800 
million (approx. USD 250 million).  

• In the reporting period, options for the Company's shares were exercised in the amount 
of NIS 38 million and shares and Options (Series 13) were issued in the amount of NIS 
60 million. For further information, see Note 9 below. 

• In August 2021, the Company sold 2 of its gas stations for a total of NIS 19 million.  
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NOTE 1 – GENERAL (CONT.) 
 

B. Actions performed by the Company during, and subsequent to the reporting period 
that may strengthen its financial position (cont.) 
 

• Subsequent to the balance sheet date, in October 2021, the Group signed an addendum 
to the sales agreement of the land plot in Acre from March 2021; according to the 
addendum, the Group sold 75% of the rights to the property for a total of approximately 
NIS 150 million (in lieu of the original transaction, in which the Company intended to sell 
100% of its rights in the property). The completion of the transaction is subject to 
conditions precedent. In addition, as part of the addendum to the agreement, 
termination conditions were set. The buyer transferred to the Company the entire 
consideration for the transaction, in the amount of NIS 150 million (less funds left to 
secure tax payments). For further information, including the terminating conditions for 
the transaction, see Note 4 to the Consolidated Interim Financial Statements. 

• In the reporting period, the acquirer of Delek Israel exercised the option to acquire 5% 
of the issued and paid up share capital of Delek Israel and also paid half of the deferred 
consideration (see Note 1C(4) to the Annual Financial Statements for information about 
disposal of the Group’s investment in Delek Israel). The total consideration that the 
Group received as a result thereof amounted to NIS 75 million. In June 2021, the 
balance of the deferred consideration, in the amount of NIS 38 million, was paid, and 
the rest of the additional shares, 5%, were transferred to the acquirer. As of September 
30, 2021, the Group holds 25% of the issued and paid up share capital of Delek Israel. 
For further information, see Note 3B below. 

• In January 2021, the Company received a loan of NIS 104 million from a third party, 
against a lien on a building in Herzliya that it owns. The proceeds of the loan were mainly 
used to repay a previous loan taken in connection with the property. For further 
information, see Note 7A below.  

• Subsequent to the balance sheet date, in October 2021, the Company issued share 
capital and Options (Series 14) totaling NIS 76 million; for further information, see Note 
9 below.  

• Subsequent to the balance sheet date, in November 2021, the Company contracted the 
debenture holders (Series B18, B19, B22, B31, B33, B34) (hereinafter - the “Old 
Debentures”) in order to amend the trust deed so as to allow the Company to make 
early repayment of the debentures due, according to their amortization schedules, until 
March 31, 2022. At the same time, the Company released the participation units of 
Delek Drilling pledged to the Old Debentures and pledged them in favor of the trustee 
for Debentures (Series B36), in order to release the funds raised by the Company that 
are being held by the trustee. The amendment was approved on November 25, 2021, 
by the debenture holders. For further details, please see Section D and Note 6C below. 

 
The Company continues to follow its business plan, which includes additional measures 
designed to boost its financial strength and ensure the availability of resources to service its 
debt, including measures taken by the Group to complete an equity transaction in Ithaca, 
consider the disposal of additional assets, receipt of dividends from investees and more. In 
addition, the Company expects to meet all financial covenants in the foreseeable future. 

 
C. Rating of the Company's debentures 

 
Subsequent to the balance sheet date, on November 23, 2021, Midroog published a rating 
report some of the Company's Debentures, in which it gave the said debentures the rating 
Baa3.il, with a stable outlook, which reflects their assessment that there will be no significant 
adverse change in the Company's financial profile and liquidity profile relative to Midroog's 
base scenario. This rating meets the requirements of the trust deed in respect of the low 
rating grounds, as defined by the trust deed, provided that, at the relevant date, these 
debentures are not rated lower by another rating agency. For further details, please see Note 
6C below. 
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NOTE 1 –  GENERAL (CONT.) 
 

D. Agreements with representatives of the debenture holders and with banks  
 
In June 2020 and May 2021, the Company reached agreements with representatives of the 
debenture holders and with banking corporations. For information about the events, 
agreements, and covenants established in the said agreements, see Notes 1C and 19G to 
the Annual Financial Statements and Note 6C below.  Subsequent to the balance sheet date, 
on November 25, 2021, the general meetings of the debenture holders of the Old Debentures 
approved an additional amendment to the trust deed, in which the debenture holders 
approved, inter alia, the early repayment of the said debentures, all subject to the approved 
amendment. For information about the events, agreements, and covenants established in 
the said agreements, see Notes 1C and 19G to the Annual Financial Statements and Note 
6C below. As of the date of approval of the financial statements, the Company is fulfilling all 
its obligations and the financial covenants to which it has committed in the amended deed 
and expects to fulfill them in the foreseeable future.  
 

E. Covid-19 
 
During 2020, the Covid-19 crisis broke out (and is still ongoing), which resulted in a significant 
slowdown in the global economy and in Israel, causing a significant drop in oil and gas prices.  
For information concerning the impact of the Covid-19 pandemic, see Notes 1B, 1C and 19G 
to the Annual Financial Statements.  
In the reporting period, oil and natural gas prices began to rise (compared with the prevailing 
prices at the end of 2020). 
Shortly before the approval date of the financial statements, a new Covid-19 variant was 
discovered, and sharp volatility in oil prices was observed. 

 
F. Conclusion  

 
The Company has acted successfully and is continuing to act to further execute its business 
plans aimed at significantly reducing its financial debt, including as follows: Further equity 
transactions in its investees, including raising of capital by the Company (NIS 625 million in 
2020 and through the approval date of the financial statements), disposal of assets and 
investments that are outside the Group’s core business (NIS 2.3 million in 2020 and through 
the approval date of the financial statements), raising of debt backed by assets (raising 
debentures for a total of NIS 1.2 billion), receiving significant dividends from investees, 
refinancing in Ithaca, repayment of shareholder loan granted by the Company to Ithaca, and 
more. All of the above measures generated significant cash flows for the Company, 
amounting to billions of shekels, which were used and continue to be used by the Company 
to repay its liabilities, on time and on schedule; the successful completion of these measures, 
combined with the recovery of global energy prices (gas and oil) over the past year, and the 
new trajectory characterizing the Company’s business environment, have led to a sharp drop 
in the yield on the Company’s debentures (to their pre-Covid-19 level), in parallel with a sharp 
rise in its share prices and value of its assets.  
 
The Company’s management believes - based on past experience and on the Company's 
proven ability to raise the resources required to meet its commitments within a short period 
of time, and to execute its business plans in order to meet its commitments, as shown over 
the past year and a half (during the global Covid-19 crisis) - that its plans are reasonable and 
are likely to materialize.  
Midroog rated the Company’s Old Debentures Baa3.il, with a stable outlook (a rating that 
meets the requirements of the trust deed in respect of the low rating grounds, as defined by 
the trust deed, subject to these debentures not being rated lower, at the relevant date, by 
another rating agency). In addition, the balance of cash in the coffers of the Company and 
its staff companies, as well as in escrow with the trustee, enables the Company to make 
significant early repayments of amounts it is due to the debenture holders by the end of 
March 2022, in accordance with the November 2021 amended deed. 
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NOTE 1 –   GENERAL (CONT.) 
 
F. Conclusion (cont.) 

 
The above measures helped the Company to significantly reduce, within a short period of 
time, the Group's net financial debt by NIS 2 billion (relative to the pre-Covid-19 debt levels) 
and boost the Group's liquidity and financial flexibility, while leaving the Group with significant 
core assets (about 55% of Delek Drilling, 100% of the rights in the overriding royalty on 
Leviathan and 100% of Ithaca’s shares), in addition to holdings in other assets with significant 
appreciation potential (25% of Delek Israel shares; 25% of the land rights in Acre; The 
Phoenix Seller's Loan and rights in the Group’s office building in Herzliya and the adjacent 
hotel (about 70%)).  
In addition, as of the approval date of the financial statements, the Company has several 
alternatives in the event that any of its business plans for the near future do not materialize 
and/or are not materialized in full, including financing and/or disposing of additional assets 
that are available to the Company and/or obtaining financing by raising or refinancing debt. 
 
In light of the above, the management and Board of Directors believe, based on the sources 
described above, that the Company will continue to meet the financial covenants in the 
foreseeable future, and based on the Company’s plans and the alternatives available to it, 
the Company has adequate sources that will enable it to meet its liabilities in the foreseeable 
future. 
 
 

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES 
 
A. Preparation format of the Consolidated Interim Financial Statements 
 

The Consolidated Interim Financial Statements have been prepared in accordance with generally 
accepted accounting principles for the preparation of interim financial statements as prescribed 
in IAS 34, Interim Financial Reporting and in accordance with the disclosure requirements of 
Chapter D of the Securities Regulations (Periodic and Immediate Reports), 1970.  
The main accounting policy and calculation methods applied in the preparation of these 
Consolidated Interim Financial Statements are consistent with those applied in the 
preparation of the Annual Financial Statements, except for the following: 
 

B. First-time application of amendments to existing accounting standards  
 

Amendments to IFRS 16, IFRS 7, IFRS 9 and IAS 39 regarding the IBOR interest rate reform 
 
In August 2020, the IASB issued amendments to IFRS 9, Financial Instruments; IFRS 7, 
Financial Instruments: Disclosures; IAS 39, Financial Instruments: Recognition and 
Measurement; and IFRS 16, Leases (hereinafter - the “Amendments”). 
 
The Amendments include practical expedients regarding the accounting treatment of the 
financial statements when the interest rate benchmark (Interbank Offered Rates - IBORs) is 
replaced with risk-free rates (RFRs). 
 
Based on one of the practical expedients, the Company will account for contractual changes 
or changes to cash flows that are directly required by the reform in the same way as the 
accounting treatment for changes to variable interest. In other words, the Company is 
required to recognize the modifications in interest rates by adjusting the effective interest 
rate without adjusting the carrying amount of the financial instrument. The use of this practical 
expedient is subject to the transition from IBOR to RFR taking place on an economically 
equivalent basis. 
 
The Amendments also permit changes required by the IBOR reform to be made to hedge 
designations and hedge documentation without the hedging relationship being discontinued 
when certain conditions are fulfilled. The Amendments provide temporary practical expedient 
regarding hedge accounting related to a risk defined as ‘separately identifiable’. 
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NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (CONT.) 
 

B. First-time application of amendments to existing accounting standards (cont.) 
 

The Amendments include additional disclosures regarding the anticipated effect of the reform 
on the Company's financial statements, including reference to how the Company manages 
the implementation of the interest rate reform, the risks to which it is exposed as a result of 
the expected reform, and quantitative disclosures about financial instruments at IBOR 
interest that are expected to change. 
 
The Amendments were applied as from annual periods beginning on January 1, 2021. The 
Amendments were applied retrospectively, however - restatement of comparative figures is 
not required. 
The above Amendments did not have a material effect on the Group’s Interim Financial 
Statements. 

 
C. New standards in the period prior to their application 

 
Amendment to IAS 8, Accounting Policies, Changes in Accounting Estimates and Errors 
 
In February 2021, the IASB issued an amendment to IAS 8, Accounting Policies, Changes 
in Accounting Estimates and Errors (hereinafter - the “Amendment”). The purpose of the 
Amendment was to introduce a new definition of “accounting estimates”.  
Accounting estimates are defined as "monetary amounts in financial statements that are 
subject to measurement uncertainty.” The Amendment clarifies what changes in accounting 
estimates are and how they differ from changes in accounting policies and corrections of 
errors. 
The Amendment is applicable on a prospective basis for annual periods beginning on 
January 1, 2023 and applies to changes in accounting policies and changes in accounting 
estimates that occur on or after the start of that period. Early application is permitted. 
 
 

NOTE 3 - INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS 
 
A. Transaction for the sale of shares of The Phoenix Holdings Ltd. (hereinafter - “The 

Phoenix”) 
 
Further to Note 10E(1) to the Annual Financial Statements, regarding the sale of The Phoenix 
shares and regarding the loan provided to the acquirers and components of future contingent 
consideration (hereinafter, jointly - the “Future Consideration”);  the Company believes that, as 
of the end of the reporting period, there was no material change in fair value compared to the fair 
value estimated by an external appraiser as of June 30, 2021 (profit of NIS 90 million as of the 
end of the second quarter 2021 period). See Note 3A to the consolidated interim financial 
statements as of June 30, 2021 for the main criteria that underlay the valuation model. 
 
In addition, subsequent to the balance sheet date, in November 2021, NIS 68 million was 
released from the financial deposits and marketable securities that the Company had 
pledged to back the senior loan. 
 

B.  Delek Israel 
 

1. As set out in Note 10J(4) to the Annual Financial Statements, in October 2020, Delek 
Petroleum sold 70% of the share capital of Delek Israel for a consideration of NIS 525 
million; of this amount, a total of NIS 75 million constitutes deferred consideration which 
the acquirer will transfer to Delek Petroleum (a wholly-owned subsidiary) by June 30, 
2021, against 10% of the share capital of Delek Israel (hereinafter - the “Deferred 
Shares”). The acquirer was also granted an option to acquire an additional 5% of the 
share capital of Delek Israel at the same share price set out in the sale transaction.  
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NOTE 3 - INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONT.) 

 
B.  Delek Israel (cont.) 
 

1. (cont.) 
In February 2021, the acquirer transferred half of the deferred consideration in the 
amount of NIS 37.5 million to the Group, against the transfer of 5% of Delek Israel's 
share capital. In addition, the acquirer exercised part of the option granted to it and 
acquired 1.66% of Delek Israel's share capital for a consideration of NIS 12.5 million. In 
March 2021, the acquirer exercised the balance of the option granted to it and acquired 
3.34% for a consideration of NIS 25 million. On June 23, 2021, the acquirers transferred 
the balance of the deferred consideration in the amount of NIS 37.5 million to the Group, 
against the transfer of the remaining 5% of the Deferred Shares to the acquirer. 
Consequently, as of September 30, 2021, the Group holds 25% of the issued and paid 
up capital of Delek Israel. As a result of the disposals, the Company recorded a profit in 
the amount of NIS 10 million under the “profit (loss) from discontinued operations” line 
item. 
 
As set out in Note 10J(4) to the Annual Financial Statements, the balance of the 
investment in Delek Israel and the options granted to the buyer were measured at the 
time control was sold in accordance with the fair value estimate, while, as at the approval 
date of the Annual Financial Statements, the fair value measurement and its attribution 
to the assets and liabilities of Delek Israel have not yet been completed (and are 
temporary) and they can be completed no later than one year after completion of the 
transaction. In the reporting period, the Company completed the fair value measurement 
of the balance of the investment and the options, based on a valuation of Delek Israel 
performed by an external appraiser. The valuation was performed using the discounted 
cash flow method of Delek Israel based on the following main assumptions: an increase 
of 5.5% in convenience stores’ revenue in 2021 and 2% in subsequent years until 2030; 
an increase of 1.5% in fuel quantities sold at gas stations in the period up to 2024, which 
will decrease to 0.5% in 2030; partial recovery in gross profit in the trade segment; a 
discount rate of 8%.  
 
According to the valuation, the fair value of Delek Israel as at the time of relinquishing 
control is estimated at NIS 1,017 million; therefore, the value of the Group's investment 
in Delek Israel as at that date (40%) is estimated at NIS 407 million (instead of NIS 300 
million as reported in the Annual Financial Statements) and the value of the options for 
the acquirers is estimated at a liability of NIS 50 million (instead of an insignificant 
amount in the Annual Financial Statements). In addition, profit from disposal of the 
investment in Delek Israel increased by NIS 57 million out of NIS 74 million reported in 
the Annual Financial Statements, to NIS 131 million. The effect of the update is included 
in these financial statements by way of retrospective adjustment of the Group's results 
for 2020. 
 
Subsequent to relinquishing the control, the investment in Delek Israel is accounted for 
using the equity method.  
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NOTE 3 -  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONT.) 
 
B. Delek Israel (cont.) 
 

2. The operating results of Delek Israel up to the date of relinquishing the control, including 
profit from the disposal, are presented under the “profit (loss) from discontinued 
operations, net” line item.   
 
A) Following are operating results of Delek Israel presented under “profit (loss) from 

discontinued operations, net”: 

 

 

 

For the 9 months ended 
September 30  

For the 3 months ended 
September 30  

For the year 
ended 

December 31 

  2021  2020  2021  2020  2020 *) 

  Unaudited  Audited 

   NIS millions 

           

Revenue   -  2,193  -  716  2,193 

Cost of revenues  -  1,774  -  540  1,774 

           

Gross profit  -  419  -  176  419 

           

Selling, marketing and gas station 
operating expenses 

 
- 

 
342 

 
- 

 
111  342 

General and administrative 
expenses 

 
- 

 
61 

 
- 

 
19  61 

Company’s share in profits of 
operating associates 

 
- 

 
2 

 
- 

 
-  2 

Other income (expenses), net  -  (143)  -  2  (143) 

           

Operating loss  -  (125)  -  48  (125) 

           

Finance expenses (income)  -  (11)  -  11  (11) 

           

Profit (loss) before tax  -  (114)  -  37  (114) 

Taxes on income   -  11  -  10  11 

    (125)    27  (125) 

Profit on disposal of an operation  10  -  -  -  131 

           

Profit (loss) from discontinued 
operations 

 
10 

 
(125) 

 
- 

 
27  6 

           

*)  Up to the date of loss of control in Delek Israel.  
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NOTE 3 -  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONT.) 
 
B. Delek Israel (cont.) 
 

2.  (cont.) 
 
B)  Composition of net cash flows attributable to the discontinued operations of Delek 

Israel: 
 

 

 

For the 9 months ended 
September 30  

For the 3 months ended 
September 30  

For the year 
ended 

December 31 

  2021  2020  2021  2020  2020 *) 

  Unaudited  Audited 

   NIS millions 

           

Net cash from operating activities  -  283  -  (4)  283 

Net cash from investing activities    563    518  563 

Net cash used for financing 
activities 

 
- 

 
(876) 

 
- 

 
(622)  (876) 

           
  -  (30)  -  (108)  (30) 
           

*)  Up to the date of loss of control in Delek Israel. 
 

3.  As set out in Note 10J(1) to the Annual Financial Statements, in the reporting period, 
Delek Israel completed a transaction in which it sold 100% of the shares of IPP Ashkelon 
Ltd. and IPP Sorek Ltd., which operated the Group's power plants. The operating results 
of the power plants are presented under the “profit (loss) from discontinued operations, 
net” line item. 
 
A)  Operating results of power plants presented under profit (loss) from discontinued 

operations: 

 

 

 

For the 9 months ended 
September 30  

For the 3 months ended 
September 30  

For the year 
ended 

December 31 

  2021  2020  2021  2020  2020 *) 

  Unaudited  Audited 

   NIS millions 
           
Revenue   -  362  -  125  362 

Cost of revenues  -  335  -  110  335 
           
Gross profit  -  27  -  15  27 
           
General and administrative 
expenses 

 
- 

 
3 

 
- 

 
2  3 

           
Operating profit  -  24  -  13  24 

           

Finance expenses, net  -  (30)  -  (6)  (30) 
           
Profit (loss) before impairment of 
investment 

 
- 

 
(6) 

 
- 

 
7  (6) 

Impairment of an investment  -  (191)  -  (7)  (191) 
           
Loss from discontinued operations  -  (197)  -  -  (197) 
           

*)  Up to the date of loss of control in Delek Israel.  
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NOTE 3 -  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONT.) 
 
B. Delek Israel (cont.) 
 

3. (cont.) 
B)  Composition of net cash flows attributable to discontinued operations of power 

plants: 
 

 

 

For the 9 months ended 
September 30  

For the 3 months ended 
September 30  

For the year 
ended 

December 31 

  2021  2020  2021  2020  2020 *) 

  Unaudited  Audited 

   NIS millions 

           

Net cash provided by (used for) 
operating activities 

 
-  37  -  (4)  37 

Net cash from investing activities     -  6  -  14  6 

Net cash used for financing 
activities 

 
- 

 
(23) 

 
- 

 
8  (23) 

           

  -  20  -  18  20 
           

*)  Up to the date of loss of control in Delek Israel.  

 
C. Delek Drilling 
 

1. Subsequent to balance sheet date, in October 2021, the Partnership distributed a 
dividend at the total amount of USD 100 million. The Group’s share in the said dividend 
is USD 54 million (approx. NIS 177 million). 

 
2. On May 4, 2021, the General Partner and the trustee petitioned the court to exercise its 

authority under Sections 350 and 351 of the Companies Law, 1999 (hereinafter - the 
“Companies Law”), and order a general meeting of the holders of participation units 
issued by the trustee (hereinafter - the “Participation Units”), to discuss approval of an 
arrangement concerning the exchange of the Participation Units for ordinary shares of 
a new company, New Med Energy Plc. (hereinafter - “New Med”), incorporated in 
England, which will hold the entire rights of the trustee and the General Partner in the 
Partnership (100%) (hereinafter - the “Arrangement”). New Med’s shares will be listed 
concurrently on the TASE and the London Stock Exchange on the Standard Main 
Market. The General Partner will assign the management rights in the Partnership to a 
new general partner that will be wholly owned and fully controlled (100%) by New Med. 
Under the Arrangement, if it is approved, the current limited partnership agreement will 
be revised in order to adjust it to the new corporate structure and to make the 
Partnership a private partnership wholly owned and fully controlled (100%) by New Med. 
The purpose of the Arrangement is to apply the following restructuring in the rights of 
holders of the Participation Units as of the closing date of the Arrangement: (1) New 
Med will wholly own and control the Partnership (100%) as set out above; (2) Delek 
Group and the public investing in the Participation Units will hold, instead of the 
participation units that they had held (and which conferred on them the right to 
participate in the Company’s rights in the Partnership), shares in New Med, which will 
confer on them 99.99% of its share capital (hereinafter - the “Exchange of Units”).  
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NOTE 3 -  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONT.) 
 
C. Delek Drilling (cont.) 
 

2. (cont.) 
The holding in New Med’s shares on the closing date of the Arrangement will be 
according to the rate of their holdings in the Participation Units on the effective date for 
closing the Arrangement (pro rata). Consequently, the Company will hold the majority 
of New Med’s shares by virtue of its holdings upon the closing of the Arrangement, if 
closed, and will be deemed the controlling shareholder of New Med; (3) the present 
general partner (which will continue to be held by the Company) will hold New Med 
shares that confer 0.01% of its share capital (in addition to New Med shares to be 
allotted under the Exchange of Units for the Participation Units that it currently holds); 
however, it will cease being the Partnership’s general partner and will assign the 
management rights in the Partnership to a new general partner, which will be wholly 
owned and fully controlled (100%) by New Med; and (4) the Partnership itself will remain 
as is, without any change, for all its operations and with all its assets and liabilities, 
including its obligations to pay royalties, remaining unchanged (including an obligation 
to pay royalties to the Group), although with respect to additional rights or new oil assets 
that New Med will acquire in the future (after the closing of the Arrangement), the royalty 
holders will not be entitled to a royalty thereunder, insofar as the new rights are not 
acquired by the Partnership but rather by New Med or its other subsidiaries. The 
Partnership is expected to retain its status as a “reporting corporation” until the final 
repayment of Debentures (Series A), which, according to their terms and conditions, will 
be on December 31, 2021.  
 
Following the closing of the Arrangement and the listing of New Med’s shares on the 
London Stock Exchange and the TASE, New Med will be subject to two reporting 
regimes: the reporting regime under English law applicable in England to an English 
company listed on the London Stock Exchange, and the reporting regime applicable to 
a “reporting corporation” under the Israeli Securities Law.  
 
In addition, New Med and its shareholders will be subject to a tax regime derived from 
New Med’s tax status, which is different than the special tax regime in Israeli law for 
public oil partnerships traded on the TASE and for the holders of the Participation Units. 
For details regarding the Partnership’s taxation as a company as of the 2022 tax year, 
see Note 5E below. 
 
Implementation of the proposed Arrangement and its closing are subject to standard 
conditions precedent and to obtaining all of the required approvals, which include 
approval of the proposed Arrangement by the general meeting of the unit holders, in 
accordance with the majority required under Sections 350 and 351 of the Companies 
Law and, for the sake of caution, also as a special majority resolution; approval of the 
proposed Arrangement by the court in accordance with Sections 350 and 351 of the 
Companies Law; approval by the competent authority in England for the publication of 
the English prospectus and the listing of New Med’s shares on the London Stock 
Exchange; receipt of a tax ruling for implementation of the proposed Arrangement and 
obtaining regulatory approvals, as required, from the Ministry of Energy in Israel and the 
competent authority in Cyprus (regarding the Aphrodite oil asset). 
Further to filing the motion as aforesaid, on May 11, 2021, holders of the Participation 
Units filed an objection to the motion with the court and on May 11, 2021 and May 12, 
2021, the court handed down its rulings on the objection, according to which a 
preliminary hearing on the objections will only be held after May 25, 2021, the deadline 
for filing objections to the motion.  
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NOTE 3 -  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONT.) 
 
C. Delek Drilling (cont.) 
 

2. (cont.) 
It should be noted that on May 24 and May 26, 2021, the Partnership reported its 
response to the motion of the Tel Aviv Stock Exchange Ltd. and the Israel Securities 
Authority, respectively.  
On July 5, 2021, Cohen Development Oil and Gas Ltd., Y.N.U. Nominee Company Ltd. 
and J.O.E.L. Jerusalem Oil Exploration Ltd. (hereinafter - the “Applicants for Inclusion”) 
filed a motion to join the proceeding as a party and for clarification of the provisions of 
the Arrangement; on July 18, 2021, Delek Drilling Management Ltd. (the General 
Partner in Delek Drilling) filed a response to the motion, and on July 26, 2021, the court 
ruled that the Applicants for Inclusion would be included in the proceeding as a party, 
and that there was no room to split the hearing. 
On October 13, 2021, a hearing was held on the motion. On November 10 and 14, 2021 
some of the Respondents and the Israel Securities Authority submitted their response, 
respectively. The General Partner and the Limited Partner in the Partnership, as well as 
the Company, are required to submit their response by November 28, 2021. 
It is clarified that, as of the approval date of the financial statements, there is no certainty 
as to the Arrangement’s approval date, its feasibility and whether all of the approvals 
required for its implementation will be obtained. 

 
D. Ithaca 
 

(1) In May 2021, Ithaca distributed a dividend in the amount of USD 15 million. 
 
(2) As set out in Note 5O below, in July 2021, Ithaca completed the refinancing process 

following which Ithaca repaid the Group USD 250 million (approx. NIS 800 million) on 
account of a shareholder loan. Subsequent to the repayment, as of as of September 30, 
2021 the balance of the Group's loan to Ithaca (including accrued interest) amounts to 
USD 30 million (NIS 100 million). 

 
(3) Subsequent to balance sheet date, on November 2 2021 Ithaca entered into agreement 

for the purchase of the entire share capital of Marubeni Oil and Gas (U.K.) (Limited) 
(hereinafter - the “Acquired Company”). The Acquired Company operates in the energy 
segment in the North Sea region; its main assets and liabilities include, among other 
things: (a) 41.3% rights in oil assets in the MonArb area (comprising 9 producing oil 
fields), as well as other oil assets, accrued tax losses in the amount of USD 1.6 billion 
as at December 31, 2020, cash to be accrued by the Acquired Company as from 
January 1, 2021 (hereinafter - the “Effective Date”), and liabilities for decommissioning 
of oil wells (estimated, based on the information provided by the seller, at USD 255 
million (post-tax)). Ithaca estimates that, based on the information received from the 
seller and based on current levels of oil prices, the funds accumulated by the Acquired 
Company as from the Effective Date until the Transaction Completion Date may be in 
the range of USD 100-120 million (hereinafter - the “Accumulated Cash”).The non-
contingent consideration for the purchase as set in the agreement is USD 140 million, 
and it will be paid as follows: (a) USD 7 million were deposited on the agreement signing 
date as part as the purchase price; this amount will be offset from the acquisition price 
on the Transaction Completion Date. If it will be impossible to close the Transaction by 
November 2, 2022 or by any other date to be agreed upon, due to non-fulfillment of the 
conditions precedent rather than for any reason dependent on Ithaca, Ithaca shall have 
the right to announce the termination of the Agreement and receive the Deposit; (b) a 
total of USD 70 million shall be paid on the Transaction Completion Date using the 
Accumulated Cash and net of the Deposit as described above; (c) a total of USD 70 
million shall be paid as deferred consideration on July 1, 2025.  
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NOTE 3 -  INVESTMENTS IN INVESTEE COMPANIES AND PARTNERSHIPS AND 
DISCONTINUED OPERATIONS (CONT.) 

 
D. Ithaca (cont.) 
 

(3) (cont.) 
In respect of the deferred consideration, the Buyer undertook to provide the Seller with 
a collateral on the Transaction Completion Date. In addition to the non-contingent 
consideration, the Agreement provides for an additional consideration of up to USD 225 
million, which is contingent on future activity in the oil assets of the Acquired Company 
and shall be paid on the dates at which the activity shall take place, if any, according to 
the a mechanism prescribed by the Agreement and in return for an additional 
consideration of up to USD 30 million, contingent on the price of oil products, such that 
it is paid provided oil prices remain within certain ranges defined in the Agreement.  
Given the Accumulated Cash, Ithaca intends to finance the transaction out of own 
sources. It should be noted that the Company has no obligation in connection with the 
execution of the Transaction. 
The completion of the Transaction depends, among other things, on fulfilment of the 
conditions precedent set in the Acquisition Agreement, including, among other things, 
receipt of generally accepted regulatory approvals, including the approval of the UK Oil 
and Gas Authority. Ithaca believes that the Transaction may be completed in the first 
quarter of 2022. The Acquisition Agreement includes additional provisions, 
representations, undertakings and indemnification arrangements between the parties in 
respect of any breach of such representations or undertakings, as is customary in 
transactions of this type. 
 

(4) For details on increasing its rights to the Alba reservoir - see Note 5R. 
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NOTE 4 - INVESTMENT PROPERTY 

 

A. Following on what is outlined in Note 11D to the Annual Financial Statements regarding a 

detailed sales agreement for the sale of an investment property in Acre for NIS 200 million, 

as is, subsequent to balance sheet date, in October 2021, the sale agreement was revised 

such that the sold assets shall constitute only 75% of the non-specific portions of the jointly-

owned land, such that subsequent to completion of the transaction, the Buyer shall hold 75% 

of the rights in the land and the Group shall hold 25% of the rights in the land, and the parties 

will be partners in the real estate in accordance with the aforesaid joint ownership ratio. In 

view of the revision made to the sold assets, the sale consideration was revised accordingly, 

such that the consideration will total NIS 150 million. In addition, the amended sale 

agreement stipulates that the acquirer will bear, according to its share in the joint venture 

(75%) of the land decontamination costs. The agreement also stipulates terminating 

conditions. The terminating condition period will end within six months from October 

2021; it has also been determined that the acquirer will be entitled to waive the 

fulfillment of the terminating condition, at its sole discretion, until the end of the 

terminating condition period, all under the terms and conditions set forth in the 

addendum.  

The full consideration was received by the seller, excluding NIS 13 million in deposits that 
are held in trust, as per the agreement, in order to secure the payment of taxes and fees. 
As part of the Addendum, the parties set a future mechanism for adjusting (reducing) the 
consideration in accordance with criteria that were set, such that in any event the maximum 
reduction amount, if any, subject to fulfillment of the conditions set out in the Addendum, 
shall be NIS 15 million. 
In addition, in light of the revised commitment to decontaminate the land, the Group 
recognized a profit of approximately NIS 42 million during the reporting period (post-tax). 
As of September 30, 2021, the value of the rights to the property is NIS 224 million, and the 
decontamination liability associated with the said property of NIS 75 million, are presented 
in the balance sheet under held-for-sale assets and liabilities attributed to held-for-sale 
assets, respectively. The balance of the property (25%) is presented under the investment 
property line item, at NIS 75 million. 
 

B. As of September 30, 2021, the Company estimated the fair value of its building in Herzliya 

(see also Note 11A to the Annual Financial Statements) through an external independent 

real estate appraiser. The appraisal of the building was carried out according to the average 

between the comparison approach in relation to transaction prices of similar properties in the 

area and a calculation based on future rental income at a discount rate ranging between 7% 

and 9%, plus the value of additional potential rights, which are under preparation but 

approved for submission to the District Committee. According to the appraisal, as of 

September 30, 2021, the value of the building (the Company’s share that constitutes 

investment property), including the value of the additional potential rights, amounts to 

approximately NIS 252 million. In light of the aforesaid, the Company recognized in the 

reporting period, an appreciation of the building in the amount of approximately NIS 57 

million, which was included in the income statement under the other income (expenses), net 

line item. 
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NOTE 5 - INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION  

 
The Group operates mainly through Delek Drilling - Limited Partnership (hereinafter - “Delek 
Drilling” or the “Partnership”) in a number of joint ventures for the exploration, development, and 
production of oil, natural gas, and condensate in the exclusive economic zone of Israel and 
Cyprus, and sells natural gas and condensate to a variety of customers. The Group also operates 
through Ithaca in oil and gas exploration and production in the North Sea.  
Following are the main changes in the reporting period in these operations: 
 
A. The Leviathan Project 

 
(1) Further to Note 12D(2) to the Annual Financial Statements regarding the assessment 

of alternatives for increasing production in the Leviathan Project, considering the volume 
of production from the Leviathan Project and the demand in the first half of 2021, and 
to improve the redundancy in the production system, the operator recommended 
bringing forward the drilling of another development and production well, which was 
planned for later years, to 2022. Accordingly, on July 12, 2021, the Leviathan Partners 
announced that they had reached a decision about the drilling of the Leviathan-8 
development and production well in the area of the I/15 Leviathan North lease, with a 
budget of USD 248 million (100%, the Partnership’s share is USD 112 million) (including 
completion and connection to the production system of the Leviathan Reservoir).  
According to the operator, this budget is a preliminary estimate, and it may be increased or 
decreased by up to 20%, depending, among other things, on the scope of operations in the 
well and the actual costs of equipment, materials, and various service companies. The well 
will be integrated as part of the system of production drillings in the Leviathan Reservoir, 
under the development plan. In addition, the infrastructures required in the Leviathan leases 
for connecting the well to the existing subsea production system of the Leviathan Project 
will be constructed. The drilling is subject to all of the required regulatory approvals for drilling 
the well, including the required approvals from the Commissioner of Petroleum Affairs at the 
Ministry of Energy (hereinafter - the “Commissioner”) and from the Ministry of Environmental 
Protection. The operator has also announced that the completion and connection of the well 
to the production system shall probably take place at the beginning of 2023. 
 
It should be noted that in November 2021, periodic prescheduled maintenance work was 
carried out in the Leviathan platform over seven days, during which the piping of gas from that 
rig was stopped. In this framework, various maintenance works have been carried out, as well 
as upgrades to the production system, including replacement of filters on the platform, which 
are expected to optimize production, inter alia, during the coming winter months. 
 

(2) Further to Note 12D(2) to the Annual Financial Statements regarding the assessment 
of alternatives for increasing production in the Leviathan Project, on July 6, 2021, the 
Leviathan Partners and Exmar NV - a technology and FLNG services provider, signed 
an amendment and addendum to an interim agreement signed between them, to extend 
the agreement and continue to develop the collaboration between them. 
As of the approval date of the financial statements, the Leviathan Partners are still considering 
the construction of the FLNG facility for the Leviathan Project, which will be positioned in 
Israel’s exclusive economic zone, including receipt of the required regulatory approvals. 

 
(3) On June 14, 2021, Chevron Mediterranean Limited (formerly Noble Energy 

Mediterranean Ltd.; hereinafter - “Chevron”) signed a non-binding memorandum of 
understanding with Petroleum & Energy Infrastructures Ltd. (hereinafter - “PEI”), 
defining the division of the responsibility between Chevron and PEI in a project to build 
and operate specialized infrastructure for piping condensate from the Leviathan platform 
to storage containers on the site of the Orot Rabin power plant, which will be leased for 
this purpose, and for loading of the condensate onto tankers. It is clarified that execution 
of the project described above is subject to the signing of a binding agreement between 
the parties, the signing of an agreement between PEI and the Israel Electric Corporation 
Ltd. regarding the use of areas on the site of the power plant, and receipt of any 
regulatory approvals that may be required. 
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NOTE 5 - INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONT.) 
 
A. The Leviathan Project (cont.) 
 

(4) In June 2021, NSAI submitted a report on the estimated reserves and contingent 
resources in the Leviathan leases, updated as of March 31, 2021. According to the 
report, the total quantity of resources is estimated at 639.2 BCM and 49.6 million barrels, 
divided into categories of reserves and contingent resources.  
 
The quantity of proved developed producing reserves is 342.9 BCM and the quantity of 
reserves classified as proved + probable reserves is 384 BCM. In addition, the quantity 
of proved developed producing condensate reserves is 26.6 million barrels and the 
quantity of reserves classified as proved + probable reserves is 29.8 million barrels. 
 
The contingent resources report divides the contingent resources into two categories, 
referring to each of the reservoir development stages, as follows: 
1. Contingent resources classified as development pending: These resources are 

contingent upon decisions for additional drillings, the construction of related 

infrastructure, and the signing of additional agreements for the sale of natural gas 

as part of Phase 1A - First Stage. 
2. Future development: Resources contingent on the FID, according to Phase 1 - 

Second Stage of the development plan and an additional phase (if the development 

plan is revised), and additional agreements for the sale of natural gas between 362 

BCM (high estimate) and 128 (low estimate) and contingent condensate reserves 

are between 28.1 million barrels (high estimate) and 10 million barrels (low 

estimate). 
 
These estimates of the natural gas reserves, condensates, and contingent and probable 
resources of oil and natural gas in the Partnership’s rights in the Leviathan leases are 
partially based on geological, geophysical, engineering, and other information received 
from the drillings and from the operator in these rights. These estimates are the 
professional estimates and assumptions only of NSAI, for which there is no certainty. 
Actual quantities of natural gas and/or condensate consumed may be different from 
these estimates and assumptions, partly due to technical and operational conditions 
and/or regulatory changes and/or the supply and demand conditions in the natural gas 
and/or condensate market and/or commercial conditions and/or from actual 
performance of the reservoirs. The estimates and assumptions may be revised if 
additional information becomes available and/or as the result of a range of factors 
related to oil and natural gas exploration and production projects. 
 

B. The Tamar Project 
 

1. As set out in Note 12C(1)(6) to the Annual Financial Statements, in view of the Group's 
commitment to dispose of its holdings in the Tamar and Dalit leases under the Gas 
Framework (as described in Note 12O to the Annual Financial Statements), due to the 
tight schedules required for disposal of the investment, as from the financial statements 
as at December 31, 2020, all the assets and liabilities attributable to the Tamar Project 
are recognized under the assets held for sale and liabilities attributable to assets held 
for sale line items. 
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NOTE 5 - INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONT.) 
 
B. The Tamar Project (cont.) 

 
1. (cont.) 

Further to the memorandum of understanding of April 26, 2021, on September 2, 2021 
the Partnership signed a binding and conditional agreement for the sale of its rights in 
the Tamar Project to Tamar Investment 1 RSC Limited and Tamar Investment 2 RSC 
Limited (hereinafter, jointly - the “Acquirers”), (hereinafter - the “Agreement”).  
Set forth below is a summary of the key provisions of the Agreement: 
 

1. Subject to fulfillment of the conditions precedent as set out below, the Acquirers 

shall purchase from the Partnership (in equal parts) the Partnership’s rights (22%) 

in each of the leases, together with the Partnership interest in Tamar 10 Inch 

Pipeline Ltd. (the holder of the transmission license pursuant to Section 10 to the 

Natural Gas Market Law, 2002), and the Partnership’s rights and obligations as per 

the joint operation agreement applicable to the leases, the agreement for the use 

of the Yam Tethys facilities (with respect of the Partnership’s share as a holder of 

rights in the Tamar lease), in the agreements for the sale of natural gas and 

condensate from the Tamar lease, in the agreements for export of natural gas 

(including the agreements related to the export agreements and the export permits 

to Jordan and Egypt) and in other related agreements between the owners of rights 

in the leases (hereinafter, jointly - the “Sold Assets”).  

2. In consideration for the Sold Assets, on the transaction completion date the 

Acquirers will pay to the Partnership a total of USD 1.025 billion, and the effective 

date was set to August 1, 2021 (hereinafter - the "Effective Date") instead of April 

1, 2021 that was set as the effective date in the Memorandum of Understanding of 

April 26, 2021 (it should be noted that the pre-tax cash flow from operating activities 

arising to the Partnership from the Sold Assets in respect of the period from April 

1, 2021 to August 1, 2021 is estimated at USD 50 million). The calculation of the 

consideration shall be subject to certain adjustments in respect of the Partnership's 

income and expenses in connection with the Sold Assets in respect of the period 

between the Effective Date and the transaction completion date. 

3 The Partnership's rights in the leases will be transferred to the Acquirers subject to 

the existing royalty interests in the leases that were borne by the Partnership, and 

accordingly, the payment obligation to the royalty holders will apply to the 

Acquirers. 

4. Subject to the completion of the transaction, as from the Effective Date, the Buyers 

shall assume, each in accordance with its share, all of the expenses, payments, 

guarantees, collateral and obligations applicable in respect of the Sold Assets and 

under the provisions of any law, with the exception of certain obligations in respect 

of which it is set out in the Agreement that the Partnership will retain liability after 

the completion of the transaction as described below. 

5. The Partnership shall bear all costs, payments, guarantees, collateral and 

obligations applicable in respect of the Sold Assets and in accordance with the 

provisions of any law until the Effective Date, including taxes in respect of the Sold 

Assets and the levy under the Taxation of Profits from Natural Resources Law, 

2011 (hereinafter - the "Petroleum Profits Levy") for quantities of hydrocarbons sold 

until the Effective Date. 
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NOTE 5 - INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONT.) 
 
B. The Tamar Project (cont.) 

 
1. (cont.) 
 

5. (cont.) 

Furthermore, the Partnership shall remain liable to the liabilities listed below even 
after the completion of the transaction: (a) liabilities in connection with the Sold 
Assets in respect of the period prior to the Effective Date (except for malfunctions 
and wear and tear of Tamar Project facilities and equipment that were in place 
prior to the Effective Date but were not known to the Partnership); (b) liabilities in 
respect of hydrocarbons produced from the leases prior to the Effective Date; (c) 
liabilities in connection with the motion for class action certification filed by a 
consumer of the Israel Electric Corporation Ltd. against the owners of rights in the 
Tamar lease, including any appeal and any other proceeding in connection 
therewith; (d) payment demands as per the joint operating agreement in the 
leases, where such demands were sent by the Tamar Project operator prior to the 
Effective Date; and (e) liabilities in connection with environmental hazards in the 
area of the leases, to the extent that such hazards existed prior to the Effective 
Date or were known to the Partnership prior to the transaction completion date 

6. The Agreement sets out conditions precedent as is generally accepted in 

transactions of this type, including the following key conditions: 

(a) Receipt of regulatory approvals in connection with the transaction, including 
the approval of the Petroleum Commissioner in the Ministry of Energy for the 
transfer of rights in the leases to the Acquirers subject to the existing royalty 
interests;  

(b) Receipt of approval for the transfer of the Partnership's rights and obligations 
pursuant to the joint operating agreement in the leases, the agreement for the 
use of the Yam Tethys facilities, the agreements for the sale of natural gas 
and condensate from the Tamar lease, natural gas export agreements and 
other related agreements, from the other counter-parties to those agreements, 
insofar as the approval of such counter-parties is required for the transfer of 
the rights and obligations to the Acquirers as described above. 

(c) Receipt of approval of the supervisor, and (insofar as required under the 
circumstances) receipt of approval of the general meeting of the Partnership’s 
participation units to engage in the Agreement and the sale of the Sold Assets 
to the Acquirers; 

(d) The removal of the pledges placed on the Sold Assets to secure the repayment 
of the bonds that were issued by Delek and Avner (Tamar Bond) Ltd. 
(hereinafter - "Tamar Bond"). 

7. The transaction closing date was set at the last business day of the month during 

which the conditions precedent are fulfilled (with the exception of the conditions 

that will be fulfilled on closing date itself); however, if the conditions precedent are 

fulfilled less than 7 business days before the end of the month, closing will take 

place on the seventh business day in the following month. Furthermore, if a VAT 

exemption in respect of the transaction is not received, the Acquirers will be entitled 

to delay closing until the earlier of 5 business days following the receipt of the VAT 

exemption or November 30, 2021. 

8. The Agreement sets provisions regarding the parties’ rights to terminate the 

agreement prior to closing, including: 

(a) Each of the parties is entitled to terminate the Agreement in the event that the 
conditions precedent are not fulfilled within 90 days of the Agreement’s signing 
date, provided that the terminating party is not in breach of the Agreement, or 
if the request for approval of the transfer of interests in the leases or for other 
third party’s approval has been denied or not expected to be received within 
90 days, provided that the terminating party has not caused the delay. 
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NOTE 5 - INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONT.) 
 
B. The Tamar Project (cont.) 

 
1. (cont.) 

8. (cont.) 

(b) The Acquirers are entitled to terminate the Agreement prior to closing if a 
"Material Adverse Change" has occurred in relation to the Sold Assets or the 
transaction (as defined in the Agreement), and under certain conditions that 
were set, in the event of breach of the Partnership’s representations included 
in the Agreement. 

(C) The Partnership has the right to terminate the Agreement prior to closing under 
certain terms and conditions that were set, in the event of breach of the 
Acquirers’ obligations under the Agreement. 

9. As part of the Agreement, the Partnership made various representations to the 

Acquirers, as is generally accepted in transactions of this type, including with 

respect to the Partnership’s title to the Sold Assets and material information 

regarding the Sold Assets including, among other things, compliance with the terms 

of the leases, validity and non-breach of material agreements, legal proceedings 

relevant to the Sold Assets, compliance with the applicable law provisions, 

applicable taxes and certain financial information of the joint project.  

10. The Agreement includes provisions under which the Partnership has undertaken 

to indemnify the Acquirers for any damage or liability that may be caused to them 

in connection with demands, claims or any other legal proceeding as a result of a 

breach of a representation provided that the Partnership will not be liable for 

damages until the total amount of the said damage exceeds USD 2.5 million, and 

provided that the total indemnity amount for which the Partnership will be liable 

does not exceed 35% of the consideration paid for the Sold Assets, except in 

relation to certain representations that were defined as "fundamental 

representations" (for which the total indemnity amount will not exceed 100% of the 

consideration) or in case of fraud (in respect of which no liability limit has been set). 

The Partnership will not be liable to the Acquirers for breach of representations 

unless a demand for indemnity has been delivered by the end of 18 months from 

closing (or 36 months in relation to the fundamental representations as described 

above and until the end of the relevant statutory limitation period in relation to the 

representations relating to tax liabilities).  

11. The Partnership has undertaken to indemnify the Acquirers in respect of 

extraordinary events, including over-charging the Acquirers with the Petroleum 

Profits Levy, in connection with certain disputes between the Partnership and the 

Israel Tax Authority regarding the method of calculation of the levy in relation to 

income and expenses during the period prior to the Effective Date, subject to the 

mechanism set out in the Agreement and up to a maximum indemnity amount of 

USD 15 million. 

12. The law governing the Agreement is English law. Any disputes between the parties 

to the Agreement will be resolved in an arbitration proceeding before 3 arbitrators 

in London in accordance with the rules of the London Court of International 

Arbitration. 

 
To the best of the Partnership's knowledge, the Acquirers are special purpose vehicles 
(SPVs) that were set up for the purpose of the transaction and are held (indirectly) by 
MDC Oil & Gas Holding Company LLC, a Mubadala Investment Company PJSC group 
company owned by the Abu Dhabi government. It is noted that the Acquirers' parent 
companies are not a party to the Agreement and do not guarantee the Acquirers' 
obligations. 
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NOTE 5 - INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONT.) 
 
B. The Tamar Project (cont.) 

 
The proceeds of the sale will first be used to repay the Partnership's liabilities to holders 
of Tamar Bond debentures, 50% of Debentures (Series A), and payment of applicable 
taxes for the sale.  
It should be noted that, in accordance with the Partnership’s report, on November 24, 
2021, all the conditions precedent to the transaction were met, and the transaction 
completion date is expected to be in accordance with the mechanism specified in 
Section 7 above. 
 
In light of the update of the sale price of the Tamar Reservoir, as stated in Section 2 
above, the Group recognized in the third quarter of 2021 a loss attributable to the 
Company's shareholders of NIS 170 million (post-tax).   

 
2. On April 27, 2021, the Partnership signed an agreement with a third party for the off-

floor sale of its entire holdings (22.6%) in Tamar Petroleum, for NIS 100 million in cash, 
reflecting a price per share of 500.035 agorot. On May 5, 2021, the transaction was 
completed and the shares were transferred against payment of the consideration. In 
May 2021, the Partnership paid the balance of capital gain tax in the amount of USD 15 
million, which had been deferred until the sale of the shares. 

 
3. Below are the assets and liabilities attributable to the Group's holdings in the Tamar 

Project and which are presented in the balance sheet under the “assets held for sale” 
and “liabilities attributable to assets held for sale” line items, respectively: 

 

 
 September 30, 

2021  
December 31, 

2020 

  Unaudited  Audited 

  NIS millions 

     

Current assets  24  112 

Investments in oil and gas assets  3,263  3,657 

Other long-term assets  64  107 

     

Total assets held for sale  3,351  3,876 

     

     

Tamar Bond debentures *)  -  2,043 

Other long-term liabilities   147  187 

     

Total liabilities attributable to assets held for sale  147  2,230 

*) As at September 30, 2021, the balance of Tamar Bond debentures is presented under short-
term liabilities, in accordance with the planned outline for the sale of rights in the Tamar 
Reservoir, as set out in Section 1 above. 
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NOTE 5 - INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONT.) 
 
C. Block 12 in Cyprus 

 
Further to what is stated in Note 12F4 to the annual financial statements, on October 13, 
2021 the Cypriot government approved the extension of the undertaking by the partners in 
Block 12 to drill an appraisal/exploratory well by further 12 months, i.e., until November 2022. 
As of the financial statements’ approval date, the partners in Block 12 approved a work plan 
and a budget for 2022 totaling USD 32 million (100%) (the Partnership’s share - USD 9.6 
million), in respect of which the Cypriot government’s approval has not yet been received. It 
should be noted that this budget does not include the cost of the abovementioned drilling. 
 
 

D. Further to Note 12H to the Annual Financial Statements regarding an agreement for the sale 

of rights in the I/17 Karish and I/16 Tanin leases (hereinafter - the “Leases”), in March 2021, 

Energean reported an issuance of debentures and in April 2021, Energean reported, among 

other things, that production of natural gas from the Leviathan Reservoir is expected to start 

in the second half of 2022. 

In view of Energean's announcement on the raising of debentures, the capitalization rate 
used to calculate the receivables in respect of the loan to Energean has been adjusted. 
Finance income recorded in the reporting period includes USD 25 million (NIS 82 million) 
arising from an adjustment of the value of royalties from the Leases amounting to USD 18.1 
million and an adjustment of the receivables in respect of the loan to Energean amounting 
to USD 6.9 million.  
Below are the main parameters of the valuations used to measure the royalties and the 
receivables: The capitalization rate for receivables is estimated at 5.66%; the capitalization 
rate for the royalty component is estimated at 12%; the total contingent resources of natural 
gas and hydrocarbon liquids used in the valuation to measure the royalties were estimated 
at 98.4 BCM and 99.6 MMbbl, respectively; average annual production rate from the Karish 
lease: 3.85 BCM of natural gas; average annual production rate of condensate from the 
Karish lease: 5.04 million barrels of condensate; average annual production rate from the 
Tanin lease: 2.51 BCM of natural gas; average annual production rate of condensate from 
the Tanin lease: 0.44 million barrels of condensate. 
 
It should be noted that, in recent months, Energean and the Partnership exchanged letters 
about the Partnership’s demand for payment of the balance of the consideration for the 
amounts due for the Company’s loan to Energean, in the amount of USD 65 million (not 
including interest), in one immediate payment, under the terms and conditions of the 
agreement for the sale of the rights in Karish and Tanin. As at the approval date of the 
financial statements, the Partnership is considering filing a lawsuit against Energean in this 
matter. 
 

E. Further to Notes 12M(2)(b) and 12M(1)(c)(3) to the Annual Financial Statements regarding 

the settlement agreements signed on January 30, 2021 between the Tamar partners and the 

Israel Electric Corporation Ltd. (hereinafter - the “IEC”) and between the Leviathan partners 

and the IEC, on May 2, 2021, the parties to the Tamar settlement agreement agreed to 

extend the fulfillment date of the condition precedent for the entry into force of an agreed 

order between Chevron and the Israel Competition Authority, under Section 50B of the 

Economic Competition Law, 1988, until May 31, 2021, and the parties to the Leviathan 

settlement agreement agreed to extend the fulfillment date of the conditions precedent until 

that date. On May 31, 2021, the Competition Court approved the consensual decree, thus 

fulfilling all of the condition's precedent for the effectiveness of the settlement agreements 

signed between the Tamar Partners and the IEC and between the Leviathan Partners and 

the IEC. 
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NOTE 5 - INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONT.) 
 
F. Further to Note 12M(1)(c) to the Annual Financial Statements in connection with the gas 

supply agreement between the Tamar partners and the IEC, on July 4, 2021, the Partnership 

reported on advanced negotiations between the IEC and all the Tamar partners, other than 

the Partnership (hereinafter - the “Other Tamar Partners”), in connection with the sale of gas 

to the IEC. It should further be noted that, on July 27, 2021, a non-binding MOU was signed 

between the Other Tamar Partners and the IEC, which is subject to the completion of 

negotiations between them and the signing of an agreement.  

 

G. Further to Note 12Q regarding the balancing agreement for the separate sale of natural gas 

from the Tamar Reservoir signed by all the partners in the Tamar Project (hereinafter - the 

“Balancing Agreement"), on May 26, 2021, the Partnership announced that the Israel 

Competition Authority requested that the parties to the Balancing Agreement perform a self-

assessment, and after completing the assessment, on May 25, 2021, the parties agreed that 

no further approval from the Israel Competition Authority was required and therefore, the 

Balancing Agreement came into effect on May 11, 2021. As of the approval date of the 

financial statements, sale agreements have yet to be signed separately from the Tamar 

Reservoir. 

 
H. Further to Note 12M(2)(b) to the Annual Financial Statements regarding an agreement 

between the Leviathan partners and the IEC for the supply of gas, on June 7, 2021, the 

Partnership reported that it had received a letter from the Israel Competition Authority, 

according to which Partnership and Chevron were required to immediately revoke the 

“exclusivity clause” in the agreement between the Leviathan partners and the IEC for the 

supply of natural gas, after the Israel Competition Authority alleged that Section 22(A) of 

Appendix A to the government decision regarding the Gas Framework had been breached. 

The Partnership believes, based on the opinion of its legal counsel, that its actions in 

connection with the agreement did not contradict the provisions of the Gas Framework, and 

it disputed the authority of the Israel Competition Authority in this matter. Notwithstanding 

the aforesaid, on June 10, 2021, the Leviathan partners notified the Israel Competition 

Authority of their consent to the revocation of the clause, and on June 14, 2021, the IEC was 

notified that the clause had been revoked, without this constituting an admission or consent 

to the notice of the Israel Competition Authority and/or any of the claims raised against the 

agreement and/or the clause. The said notice had no effect on the Partnership’s revenue.  

 

I. On July 4, 2021, the Leviathan Partners signed a master agreement with the IEC for the 

supply of natural gas on a spot basis for a period of one year, at a price to be agreed on 

between the parties from time to time. The agreement does not obligate the parties to 

purchase or sell any quantities of natural gas, and each party may terminate the agreement 

at any time. 

 

J. Entering into a transmission agreement for the purpose of exporting gas to Egypt 
 
Following on Note 12M to the Annual Financial Statements, in September 2021, Chevron, 
which operates the Leviathan and Tamar reservoirs, updated the Partnership that, in 
accordance with the update received from Israel Natural Gas Lines Ltd., the expected date 
on which the entire quantity in accordance with the agreement to provide transmission 
services for the purpose of piping natural gas from the Leviathan and Tamar reservoirs to 
EMG’s connection point in Ashkelon and for the purpose of its transmission to Egypt will take 
place in March 2023. Therefore, as of the approval date of the financial statements, the 
Partnership and Chevron are considering the possibility of piping natural gas from Israel to 
Egypt via Jordan. 
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K. On September 14, 2021, the Income Tax Regulations (Rules for Calculation of Tax on the 

Holding and Sale of Participating Units in an Oil Exploration Partnership) (Amendment), 

2020, in its amended version (hereinafter - the “Amended Version of the Regulations”) was 

published in the Official Gazette. According to the Amended Version of the Regulations, 

among other things, as from the tax year 2022, the Partnership will be taxed as a company 

(meaning, by a two-stage method). Due to the approval of the Amended Version of the 

Regulations as stated above, and in accordance with the Partnership's assessment of 

temporary differences created up to the date of the Financial Statements - mainly in respect 

of the differences between the depreciation of oil and gas assets recognized for tax purposes 

and the depreciation recorded in the financial statements - the share of the Company's 

shareholders in the deferred tax liability increased, in the amount of NIS 111 million, against 

an expense under the tax expenses line item in the statement of income. 

The Company is studying and examining the possible implications arising from the said 

Amended Version of the Regulations. 
 

L. In view of the disputes between the Partnership and the Israel Tax Authority and the 

disagreements regarding the amount of the Partnership’s taxable income for 2018, on March 

24, 2021, the Israel Tax Authority issued an assessment other than by agreement under 

Section 145(A)(2)(b) of the Income Tax Ordinance, 1961 (hereinafter - the “Tax 

Assessment”), according to which the taxable income of the Partnership for 2018 is USD 202 

million (approx. NIS 650 million) (instead of USD 153 million (approx. NIS 500 million), as 

included in the tax report of the Partnership filed with the Israel Tax Authority) and the capital 

gain of the Partnership for 2018 is USD 17.9 million (NIS 57 million) as declared in the report 

filed by the Partnership.  

The disputes are mainly about the interpretation of how to recognize finance expenses and 
other expenses covered by the Partnership. According to the Tax Assessment, and if all the 
claims of the Israel Tax Authority are accepted, the Partnership will be required to make an 
additional tax payment (including interest and linkage differences) at the expense of the 
holders of the Partnership’s participation units, in the amount of USD 13 million (NIS 43 
million). 
It should be noted that, in view of the above, there may be a delay in the issuance of a final 
tax certificate to an eligible holder for the holding of the Partnership’s participation unit for 
the 2018 tax year, until completion of the proceedings required to determine the final 
assessment. On June 10, 2021, the Partnership filed a detailed appeal on all of the rulings 
of the tax assessor for the assessment in the appeal year. The Partnership believes, based 
on the opinion of its professional advisors, that it is more likely than not that most of the 
Partnership's claims will be accepted.  
 

M. Further to Note 12T to the Annual Financial Statements regarding a legal proceeding in the 

matter of Section 19 of the Taxation of Profits from Natural Resources Law, 2011, it should 

be noted that on June 28, 2021, a court judgment was handed down, the main rulings of 

which are as follows: 

1. For tax payments paid by the Partnership for the tax years 2015 and 2016, the 
Partnership is required to pay corporate-holders balancing payments in accordance with 
the “out-of-pocket adjustment” alternative described in the judgment, meaning, payment 
of the “surplus” amount paid for the individual holders. 

2. For 2017 onwards, it is the Partnership will pay the tax assessment differences, if any; 
however, there will be no balancing payments in respect thereof. Regarding the manner 
of the future balancing and tax payments, according to the judgment, the Partnership 
will continue to act in accordance with the arrangement, as it has done since the tax 
year 2017, as set out in Note 12T to the Annual Financial Statements. The judgment 
thus grants all of the holders in the Partnership certainty as to the manner of the future 
balancing and tax payments.  
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NOTE 5 - INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONT.) 
 
M. (cont.) 

The Partnership estimates that the Partnership is required to pay corporate holders, for past 
periods, an amount of USD 12.4 million, in respect of which there is a sufficient provision in 
the Partnership’s financial statements (the Group’s share in the provision amounts to USD 9 
million). 
In addition, on July 1, 2021, several holders filed a clarification application with the court, in 
which the court was moved to order how the payment should be made according to the “out-
of-pocket adjustment” alternative set out in the judgment for payment of interest and linkage, 
and on August 9, 2021, the court ruled that lawful interest and linkage differentials will be 
added to such payment, in accordance with the provisions of the Adjudication of Interest and 
Linkage Law, 1961. 
 

N. Further to what is stated in Note 2S to the annual financial statements about the publication 

for public scrutiny of the Memorandum of Taxation on Natural Resources Profits 

(Amendment) Law, 2021, it should be noted that on November 10, 2021 the Knesset passed 

the second and third readings of Amendment No. 3 to the Taxation of Profits from Natural 

Resources Law, 2021 (hereinafter - the “Amendment to the Law”), whereby, among other 

things, the payment of 75% of the disputed amounts payable in respect of the levy on oil and 

gas profits will be brought forward subject to the Tax Assessment Officer’s decision as to the 

objection filed (prior to completion of any judicial proceedings). 

It should be clarified that if it is decided in a peremptory proceeding to allow in full the Israel 
Tax Authority’s position as to the dispute therewith in connection with the Tamar venture, the 
Partnership may incur a further liability in connection with the levy on oil and gas profits to 
the Israel Tax Authority at an estimated amount, as of September 30, 2021, of USD 22 
million, such that in accordance with the Amendment to the Law the payment of 75% of the 
said amount may be brought forward. 

 

O. As of June 30, 2021, following the recovery in the price of oil and gas and the increase in the 

quantity of reserves, the Group, through an independent external appraiser, assessed the 

need to reverse the impairment of oil and gas development and production assets in the 

North Sea region. As a result, in the second quarter of 2021, the Group recognized an income 

in respect of the reversal of the provision for impairment (before tax) in the amount of 

approximately USD 102 million (approximately NIS 333 million) (approximately USD 61 

million (approximately NIS 199 million) after tax).  

 
The valuation was performed by an independent external appraiser using the discounted 
cash flow method, based on a discount rate after tax of 9.75% of future Brent oil prices of 65 
USD/barrel in 2021, 65 USD/barrel in 2022, 66 USD/barrel in 2023, and reaching 69 
USD/barrel in 2025, and future gas prices of 78 pennies/therm in 2021, 70 pennies/therm in 
2022, 53 pennies/therm in 2023, and reaching 55 pennies/therm in 2025.  
 
In addition, following an additional increase in oil and gas prices, the Group, through an 
independent external appraiser, assessed the need to reverse the impairment of oil and gas 
development and production assets in the North Sea region, as of September 30, 2021. As 
a result, the Group recognized income for reversal of the provision for impairment in the 
amount of USD 147 million before tax (NIS 475 million) (approximately USD 88 million (NIS 
285 million) after tax). 
 
The valuation was performed by an independent external appraiser using the discounted 
cash flow method, based on a discount rate after tax of 9.75% of future Brent oil prices of 
USD 70 per barrel in 2021, 70 USD/barrel in 2022, 69 USD/barrel in 2023, and reaching 71 
USD/barrel in 2025, and future gas prices of 204 pennies/therm in 2021, 119 pennies/therm 
in 2022, 71 pennies/therm in 2023, and reaching 65 pennies/therm in 2025. 
 
The valuations are classified at Level 3 on the fair value hierarchy. 
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NOTE 5 - INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONT.) 
 
P. Refinancing in Ithaca 

 
In July 2021, Ithaca completed the refinancing process, which included an agreement with a 
consortium of international banks to provide a reserve based lending facility and guarantees 
(hereinafter - the “RBL Facility”) amounting to USD 1.225 billion, repayable by 2026, as well 
as the issuance on July 23, 2021 of a debenture series amounting to USD 625 million, 
repayable in 2026 (hereinafter - the “Debenture Series”). The blended interest rate of the 
total financing (the RBL Facility, assuming full utilization of the facility for withdrawal and 
excluding the guarantee and the addition of the debentures) is 5.2% as set out below.  
Shortly after completion of the refinancing, Ithaca repaid the Company a total of USD 250 
million on account of the shareholder loan provided by the Company to Ithaca. In addition, 
the proceeds of the debentures, together with amounts withdrawn from the RBL Facility, 
were used for the final (early) repayment of Ithaca's existing debenture series in the amount 
of USD 500 million, due for repayment in 2024 and to pay the costs related to refinancing.  
Following the refinancing of RBL and the previous debentures, in the reporting period, the 
Group recognized non-recurring expenses in the amount of approximately USD 56 million 
(approximately USD 36 million, net of tax).  This amount also includes expenses associated 
with the early redemption of the debentures. 
 
Below are the main terms and conditions of the refinancing: 
 
1. The RBL Facility 

 
(a) The consortium of banks will provide a subsidiary of Ithaca with a RBL Facility in 

the amount of USD 1.225 billion. The loan will be extended for a period of 5 years. 

Most of the RBL facility bears annual interest of LIBOR + 3.5% in the first four years 

and 3.75% in the fifth year. A total of up to USD 300 million of the RBL Facility will 

be used by Ithaca as collateral (LC) for its obligations to abandon its oil assets. The 

unutilized facility can only be utilized if certain conditions are fulfilled, based mainly 

on the expected production rate and forecast prices of oil and gas.  
 
(b) To secure the RBL Facility, Ithaca pledged the shares of subsidiaries that directly hold 

rights in the oil assets in a first-degree lien in favor of the lenders and floating and fixed 

liens on the assets of the subsidiaries, as is standard in this type of transaction. 
 
(c) The terms of the RBL Facility set out a number of restrictions, the breach of which 

will serve as grounds to call for immediate repayment of the debt, as is standard in 

loans of this type, including restrictions on taking additional credit, acquiring and 

selling assets, creating pledges and guarantees and restrictions on the distribution 

of a dividend, as set out in Paragraph (D) below. 
 
(d) The terms of the RBL Facility include standard restrictions for the distribution of 

dividend, including: 
− All payments for which Ithaca is liable under the terms and conditions of the 

RBL Facility were paid in full. 
− Ithaca's cash flow does not indicate the absence of financing capacity to 

support its operations and there is no deviation in the amount of the permitted 
loans. 

− The distribution is only permitted from the earlier of the following: (1) production 
of first crude oil from the EOR 2 plan in the Captain field (2) the elapse of two 
years from the effective date of the RBL Facility, provided that Ithaca has a surplus 
liquidity margin as set out in the terms and conditions of the RBL Facility. If Ithaca 
lists on the London Stock Exchange (or on other stock exchanges that were 
defined) at least 25% of the issued share capital of the subsidiary, the provisions 
of Sections (1) and (2) above will no longer apply. 
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NOTE 5 - INVESTMENTS IN OIL AND GAS EXPLORATION AND PRODUCTION (CONT.) 
 
P. Refinancing in Ithaca 

 
1. The RBL Facility (cont.) 
 

(e) Under the terms and conditions of the RBL Facility, Ithaca undertook to maintain 

the financial and operational covenants, as follows: 
− The net debt to EBITDAX ratio in the relevant period will be less than 1:3.5; 
− The total sources should exceed the total uses up to the repayment date. 

Compliance with this covenant is assessed using a liquidity test applied once 
every six months. In addition, the liquidity test is also performed when a new 
asset is acquired or if Ithaca intends to distribute a dividend. 

− The ratio between the net present value of the guaranteed cash flows under 
the RBL Facility for the life of the projects and the amount drawn under the 
RBL Facility will not fall below 1:1.15; 

− The ratio between the net present value of the guaranteed 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. 

Non-compliance with any of the covenants described above constitutes an event 
of default for which the lenders are entitled to call for immediate repayment of the 
debt.  

 
(f) Raising costs of the RBL Facility amounted to USD 13.6 million. The raising costs 

were offset, at the raising date, from the RBL balance and amortized to profit or 

loss across the loan term. 

 
2. Issuance of debentures 

 
Ithaca completed an issuance of a debenture series in the total amount of USD 625 
million, the terms and conditions of which include the following: 
(a) The principal of the debentures will be repaid within 5 years and the annual interest 

rate set in the tender is 9% (paid every six months). The debentures will constitute 

a senior debt of the issuer and will be guaranteed by Ithaca and its subsidiaries. 
(b) Some of the companies in the Ithaca Group serve as guarantors for the obligations 

set out in the debentures. Under the terms and conditions of the debentures, 

insolvency of any the guarantors will constitute grounds to call for immediate 

repayment of the debt. 
(c) The terms and conditions of the debentures set out a number of restrictions, the 

breach of which will serve as grounds to call for immediate repayment of the debt, 

as is standard in loans of this type, including restrictions on taking additional credit, 

acquiring and selling assets, and restrictions on the distribution of a dividend.  
(d)  The debt raising costs totaled USD 7 million. The raising costs were offset, at the 

date of issue, from the outstanding debentures and amortized to profit and loss 

over the term to maturity. 
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Q. -In August 2021, Ithaca began exploration in the Fotla reservoir, located about 12 kilometers 

from the Alba North platform. Ithaca holds 60% of the rights to the reservoir, and also serves 

as its operator. In August and September 2021, following indications of petroleum signs in 

the well, the partners in the petroleum asset decided to increase the drilling site’s budget by 

GBP 13.15 million (approx. NIS 55 million) (100%, of which Ithaca’s share amounts to 

GBP 7.89 million (approx. NIS 33 million), for the purpose of drilling appraisal wells and 

conducting other tests. Following the results of the various tests conducted in the drilling site 

during September 2021, including log data analysis and fluid and pressure samples, the 

Company is satisfied about the existence of oil and natural gas in the drilling site. According 

to the initial assessments by Ithaca and the Company, the quantity of oil and natural gas 

discovered at the drilling site justifies estimating the total quantity of petroleum resources in 

the oil asset, as well as carrying out an assessment and estimation of the amounts of oil and 

natural gas that can be extracted in an economically viable manner. 

 
R. On September 17 2021, Ithaca entered into an agreement to increase the rights in the Alba 

reservoir by purchasing further 13.3% in the reservoir, such that subsequent to the 

completion of the transaction Ithaca, which serves as the reservoir’s operator, shall hold 

36.7% in the reservoir. The transaction is made without payment of consideration by Ithaca 

(consideration reserve), such that on the one hand Ithaca will assume all the seller's 

obligations in connection with the reservoir, including bearing any costs for decommissioning 

and abandoning the reservoir in return for the rights, and on the other hand, Ithaca will 

receive from the seller an amount of GBP 47.1 million (subject to generally accepted 

adjustments on closing), which reflect the parties’ estimates as to the costs of sealing and 

abandoning the reservoir when production there from ends, taking into account other rights 

of the seller in connection with the reservoir. The effective date for the purchase of the 

additional rights as per the agreement is January 1 2021. Ithaca estimates that the 

transaction shall be completed at the end of 2021 or shortly thereafter, subject to obtaining 

the required regulatory approvals and fulfillment of additional conditions set out in the 

agreement, as is generally accepted in transactions of this type. 
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NOTE 6 – DEBENTURES 

 

A. In June-July 2021, the Company issued NIS 770,806,000 par value Debentures (Series 

B35), in consideration for NIS 770 million (NIS 764 million net of issuance expenses). 

Subsequent to the balance sheet date, in November 2021, the Company issued - as part of 

a private placement - further NIS 66,493,000 par value in Series B35 Debentures by way of 

a series expansion, in consideration for NIS 71 million. The Debentures are not linked to the 

CPI and bear annual interest at rate of 7.2%. The debenture principal will be repaid in five 

annual installments starting on December 31, 2023. The interest will be paid in semi-annual 

installments on June 30 and December 31, starting on December 31, 2021. To secure the 

repayment of Debentures (Series B35), the Group encumbered Delek Drilling participation 

units. In addition, as part of the deed of trust for Debentures (Series B35), the Company 

undertook the following:   

 

1. As long as the Debentures (Series B35) are not repaid in full, the Company will not 
create a floating charges on any of its assets and rights, existing or future, in favor of 
any third party, to secure any debt or liability, unless it applies one of the following 
alternatives: 1) obtaining the prior consent of the holders of Debentures (Series 35); 2) 
when creating the floating lien in favor of the third party, creation of a floating charge in 
favor of the holders of Debentures (Series B35), which is at the same degree pari passu 
according to the Company’s debts to the third party and the debenture holders; 3) 
providing an automatic bank guarantee in favor of the holders of Debentures (Series 
35), all in accordance with the terms and conditions set out in the deed of trust.  As of 
September 30, 2021, the Company is in compliance with its obligation. 

 
2. The Company undertook to comply with the following financial covenants: 

– The Company’s equity will not fall below NIS 1,600 million based on the audited or 
reviewed financial statements, for two consecutive quarters, as the case may be. 
As of September 30, 2021, the capital attributable to the Company's shareholders 
amounted to NIS 1,892 million.  

– As from the issuance date and up to the test date which took place at the 
publication date of the annual financial statements as of December 31, 2021, the 
Company’s equity will not fall below - for two consecutive quarters - 12.5% of the 
total balance sheet in accordance with the Company's audited or reviewed 
(separate) financial statements, as the case may be. As from the test date, which 
took place at the publication date of the financial statements as of March 31, 2022 
and at any subsequent test dates, the ratio will not fall below 15% for two 
consecutive quarters. As of September 30, 2021, this ratio amounts to 22%. 

– If the Company’s equity falls below NIS 1,650 million, or the ratio of the equity to 
total separate balance sheet, as set out above, falls below 13.5% at the test dates 
up to the publication dates of the annual financial statements as of December 31, 
2021 or 16% at the subsequent test dates, the rate of interest on the debentures 
will increase by 0.25%. 

 
3. The Company has undertaken not to make any distribution (as this term is defined in 

the Companies Law), including not to declare, pay, or distribute any dividend (as the 
terms are defined in the Companies Law), unless all the terms listed below are met 
(before and after reduction of the distribution amount): 1) the equity will not be less than 
NIS 2,000 million following the distribution; 2) the Company is not in breach of one or 
more of its material obligations under this deed of trust and under the terms of the 
debentures; 3) there are no grounds for immediate repayment.  

 
The deed of trust sets out grounds for immediate repayment of Debentures (Series B35), 
which include the Company's failure to comply with its obligations, as set out above; cross-
default (in case of repayment of other debts to the extent set out in the deed of trust); events 
related to a change in the Company's business or a change in control, as set out in the deed 
of trust; and other events.   
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NOTE 6 –  DEBENTURES (CONT.) 
 

B. Subsequent to the balance sheet date, in October 2021, the Company issued 360,000,000 

par value in Series B36 Debentures (a new series), in consideration for NIS 360 million 

(NIS 355 million, after issuance costs). 

The Debentures are not linked to the CPI and bear annual interest at rate of 6.2%. The 
debenture principal will be repaid in five annual installments starting on April 30, 2024. The 
interest will be paid in semi-annual installments on April 30 and October 31, starting on April 
30, 2022. To secure the repayment of Debentures (Series B36), the Company will encumber 
70,323,488 Delek Drilling participation units (for further details, see Note 6C below). In 
addition, as part of the deed of trust for Debentures (Series B36), the Company undertook 
the following:  
 
1. As long as the Debentures (Series B36) are not repaid in full, the Company will not 

create a floating charges on any of its assets and rights, existing or future, in favor of 
any third party, to secure any debt or liability, unless it applies one of the following 
alternatives: 1) obtaining the prior consent of the holders of Debentures (Series B36); 
2) when creating the floating lien in favor of the third party, creation of a floating charge 
in favor of the holders of Debentures (Series B36), which is at the same degree pari 
passu according to the Company’s debts to the third party and the debenture holders; 
3) providing an automatic bank guarantee in favor of the holders of Debentures (Series 
B36), all in accordance with the terms and conditions set out in the deed of trust.  As of 
September 30, 2021, the Company is in compliance with its obligation. 

 
2. The Company undertook to comply with the following financial covenants: 

– The Company’s equity will not fall below NIS 1,600 million based on the audited or 
reviewed financial statements, for two consecutive quarters, as the case may be.  

– As from the issuance date and up to the test date which took place at the 
publication date of the annual financial statements as of December 31, 2021, the 
Company’s equity will not fall below - for two consecutive quarters - 12.5% of the 
total balance sheet in accordance with the Company's audited or reviewed 
(separate) financial statements, as the case may be. As from the test date, which 
took place at the publication date of the financial statements as of March 31, 2022 
and at any subsequent test dates, the ratio will not fall below 15% for two 
consecutive quarters. 

 
3. The Company has undertaken not to make any distribution (as this term is defined in 

the Companies Law), including not to declare, pay, or distribute any dividend (as the 
terms are defined in the Companies Law), unless all the terms listed below are met 
(before and after reduction of the distribution amount): 1) the equity will not be less than 
NIS 2,000 million following the distribution; 2) the Company is not in breach of one or 
more of its material obligations under this deed of trust and under the terms of the 
debentures; 3) there are no grounds for immediate repayment.  

 
The deed of trust sets out grounds for immediate repayment of Debentures (Series B36), 
which include the Company's failure to comply with its obligations, as set out above; cross-
default (in case of repayment of other debts to the extent set out in the deed of trust); events 
related to a change in the Company's business or a change in control, as set out in the deed 
of trust; and other events.   
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NOTE 6 –  DEBENTURES (CONT.) 
 

C. Further to Note 19G to the Annual Financial Statements, in the amendment to the deed of 

trust of each of the debenture series issued by the Company, approved on June 17, 2020, 

grounds were set for immediate repayment of the debentures (mainly upgrading the debt 

rating of the debentures by May 31, 2021, meeting general and administrative amounts, and 

minimum equity ratio thresholds, as set out in Note 19G to the Annual Financial 

Statements).In this context, it should be noted that on May 30, 2021, the general meeting of 

the holders of the Company’s debenture series approved the amendment to the deed of trust 

of each of the series. Below are the main points in the amended deed: 

 

• Review of the rating covenant, according to the which the Company must be rated at 
least (-BBB) (in order for the Company to meet this requirement, such a rating by one 
of the rating agencies is sufficient - there is no need for such rating by two rating 
agencies), was initially deferred to September 15, 2021.  

• The Company has undertaken to make every effort to complete the Ithaca issuance by 
September 15, 2021 and to transfer the amounts to be received from the issuance to 
the trustees.  

• If the rating is not upgraded by September 15, 2021, the rating covenant will be 
automatically postponed by a number of installments until March 31, 2022, provided 
that the Company deposits with the trustees the full amounts required for principal and 
interest payments of the debentures in the first quarter of 2022 in four equal installments 
(25% each) on the following dates: September 15, 2021; October 15, 2021; November 
15, 2021; and December 15, 2021. It should be noted that as of the date of approval of 
the financial statements, the Company deposited, in three installments, a total of 
approximately NIS 1.152 billion according to said dates, as prescribed by the amended 
deed. 

Subsequent to the balance sheet date, a third amendment to the trust deeds was 
approved, according to which - in lieu of the fourth deposit scheduled for December 15, 
2021 - the Company will bring forward its principal and interest repayments of 
debentures due by March 31, 2021, which will be paid on December 19, 2021. In 
addition, it was approved that upon early repayment, approximately 6% of the capital of 
the Delek Drilling Partnership will be released against the transfer of the financing raised 
for them (debentures (Series B36) in favor of early repayment. The Group also 
undertook to encumber its holdings in Delek Overriding Royalties on Leviathan Ltd. for 
the benefit of the holders of these series of debentures.  

• The Company has undertaken to raise NIS 125 million in capital, as follows: NIS 50 
million by August 5, 2021, and an additional NIS 75 million by October 16, 2021. The 
Company executed said issues on the dates it undertook to do so, as aforesaid. The 
Company will raise additional capital in the amount of NIS 75 million by January 5, 2022; 
if the Company's rating is not upgraded to a minimum rating of BBB- by January 5, 2022, 
the total capital raised amounts to NIS 200 million (of which NIS 75 is subject to a case 
where the rating is not upgraded by that date).  

• The interest on the Company's debentures, of all series, will increase at an annual rate 
of 0.25% as from June 1, 2021 until the rating is upgraded to (BBB-). 

 
It should be noted that, as of as of September 30, 2021 and as of the approval date of the 
financial statements, the rating of the Company's debentures by Maalot is B, based on the 
latest review published in January 2021. Subsequent to the balance sheet date, on 
November 23, 2021 Midroog rated the Group's debentures at Baa3.il with a stable outlook 
(corresponds to the BBB rating).   

 

D. For information about the issuance of new debentures in Ithaca and early repayment of the 

balance of the existing debentures shortly before the issuance, see Note 5O above.  
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NOTE 7 - LOANS FROM BANKING CORPORATIONS AND OTHERS  
 

A. Further to Note 18C to the Annual Financial Statements, in January 2021, the Company, 

together with Fattal, received a loan of NIS 145 million from a third party for refinancing a 

real estate property in Herzliya (see also Note 11A to the Annual Financial Statements), (the 

Company's share is NIS 104 million). The loan is for three years and is secured by a lien on 

the property. The outstanding loan principal bears fixed annual interest of 7% and is linked 

to the increase in the CPI. The agreement also stipulates that in the occurrence of any of the 

events as set out for early repayment with regard to the Company alone or with regard to 

Fattal alone, it will constitute grounds for immediate repayment with respect to the other 

borrower as well.   

 

B. On April 7, 2021, the Company signed an agreement with a third party for a credit facility of 

up to NIS 200 million. The facility may be used up to August 31, 2022, and subject to the 

terms set out in the agreement. The loans to be withdrawn under the credit facility will be 

linked to the CPI and will bear median interest linked to the CPI at a rate of 4%. The loans 

will be repaid in 6 equal half-yearly installments in the period beginning on February 28, 2023 

and ending on August 31, 2025. To secure repayment of the loans of the Company or of 

Delek Energy, the participation units of Delek Drilling will be pledged by a fixed lien in the 

quantity and value set out in the agreement. It should be noted that the dividend to be 

distributed by Delek Drilling for the pledged units will be deposited in pledged accounts in 

favor of the lender as an additional safety cushion, and the Company will have the right to 

withdraw the amounts under certain conditions. The agreement stipulates standard events 

for calling for immediate repayment of the loan. As of the approval date of the Interim 

Financial Statements, the facility has not been utilized.  

 

C. For information about completion of the refinancing process by Ithaca, in which Ithaca 

entered into an agreement with a consortium of banks for a new RBL facility, see Note 5O 

above. 
  



Delek Group Ltd. 

 

Notes to the Consolidated Interim Financial Statements 

 

- 47 - 

NOTE 8 - CONTINGENT LIABILITIES 

 

There are contingent claims against the Company and certain investees for significant amounts, 
including certification for class action lawsuits; in some cases, it is not possible to assess their 
outcome at this stage, and therefore no provision was recorded for them in the financial 
statements (see Note 24A to the Annual Financial Statements). In and subsequent to the reporting 
period (up to the approval date of the financial statements), there were no material developments 
in the status of the contingent claims other than the following: 
 

A. On April 21, 2021, Adam Teva V’Din - Israel Union for Environmental Defense (hereinafter in this 

section - the “Petitioner") filed an administrative petition with the Jerusalem District Court (sitting 

as an administrative court) against the Israel Tax Authority, the Supervisor for Implementation of 

the Freedom of Information Law in the Tax Authority, Chevron, the Partnership, Ratio Oil 

Exploration (1992) - Limited Partnership, Givot Olam Oil Exploration - Partnership Limited (1993), 

ECL Group Ltd., Dead Sea Works Ltd., and Rotem Amfert Negev Ltd. (hereinafter in this section 

- the “Respondents in the Original Petition"). In the petition, the court was moved to order the 

Israel Tax Authority to provide the Petitioner with information about the proceeds from the state's 

income from Israel’s natural resources, as well as general information about reports received by 

the Israel Tax Authority and how they have been addressed since the Taxation of Profits from 

Natural Resources Law, 2011 was enacted. In the petition, it was stated that it was filed after the 

Israel Tax Authority refused, in March 2021, to respond to an application for freedom of 

information filed by the Petitioner, in which the Israel Tax Authority was requested to provide the 

information sought by the Petitioner. On May 6, 2021, after receiving permission from the court, 

the Petitioner filed an amended petition in which it added all of the partners in the Tamar Project 

that were not named in the original petition to the Respondents in the Original Petition (jointly with 

the Respondents in the Original Petition; hereinafter, in this section - the “Respondents”). On July 

15, 2021 and August 1, 2021, the Respondents filed their responses to the petition, in the context 

of which they claimed that the petition should be dismissed and the Petitioner should not be 

provided with the requested information, among other things, because it is protected by the duty 

of financial secrecy that applies to information provided to the Israel Tax Authority. It should be 

noted that, the hearing of the petition is scheduled for January 11, 2022. 

 

B. On April 7, 2021, the Partnership, together with the Other Tamar Partners and the Leviathan 

Partners, filed a petition against the Natural Gas Council and the Ministry of Energy (hereinafter 

in this section, the “Government Respondents”). The petition moves to nullify Decision No. 

5/2020 of December 29, 2020 of the Natural Gas Market Council (hereinafter in this section, the 

“Council”) – Amendment to Council Decision 8/2019 – Criteria and Rates for Operation of the 

Transmission System in a Flow Control Regime (Amendment No. 2) published on January 3, 

2021 (hereinafter in this section - the “Decision”). According to the Decision, natural gas suppliers 

will bear the cost of half the “reasonable measurement difference” defined in the Decision as a 

difference of up to 0.5% between the quantity of gas measured by the meter at the entry point to 

the natural gas transmission system and the quantity measured by the meter at the exit point. 

According to the petition, the Decision was issued without any legal authority and is affected by 

extreme unreasonableness. On October 26 2021 Energean, which was added as a respondent 

to the petition, filed its response to the effect that the petition is justified, and on October 27 2021 

Israel Natural Gas Lines Ltd. that was also added as a respondent to the petition, filed its 

response in which it is claimed that the petition was filed in bad faith and lack of integrity due to 

the concealing of material facts and failure to add parties that might be damaged by the petition, 

and that the decision which is the subject matter of the petition was made with authority and 

reasonableness. On November 5, 2021 the respondents on behalf of the state filed their 

response to the petition, whereby it should be dismissed in limine due to failure to add the gas 

consumers as respondents; the respondents on behalf of the state also stated that the petition 

should be dismissed on its merit, since the decision was made with authority and is reasonable 

on its merit. On November 14, 2021, the court granted the respondent’s motion, on behalf of the 

petitioners, to file a response to the response of the State respondents. 
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NOTE 8 - CONTINGENT LIABILITIES (CONT.) 
 

C. Further to Note 24A2(3) to the Annual Financial Statements regarding a statement of claim filed 

by the supervisor against the Partnership, the general partner in the Partnership and the royalty 

holders (including the Company, Delek Energy Systems Ltd., and Delek Royalties (2012) Ltd.) 

and a counter-claim filed by the royalty holders, all in connection with the investment recovery 

date in the Tamar project, it should be noted that on March 17, 2021, an affidavit of direct 

testimony and a supplemental economic assessment were filed on behalf of the Partnership. In 

addition, on April 5, 2021, a pre-trial hearing was held, in which it was agreed that the parties will 

contract a mediator, retired Justice Yoram Danziger, to settle the dispute. It was further ruled that 

a progress report will be submitted to the court by May 20, 2021. On May 5, 2021, a mediation 

meeting was held in the presence of all parties before the mediator. In the meeting, it was agreed 

that each of the parties will meet separately with the mediator. After the mediator met with the 

parties' counsel, the mediator also met with the experts on behalf of the parties, at his request; 

additional meetings were also held with the parties. Furthermore, the parties informed the court 

that the mediation proceeding has not yet been exhausted and the court ordered the parties to 

submit another update.  

 

D. Further to what is stated in Note 24A1(5) to the annual financial statements regarding the 

appeal filed to the Supreme Court by the Homeland Guards Association against the Ministry 

of Environmental Protection and officers therein and against the operator of the Leviathan 

Project and the Ministry of Energy in connection with the Leviathan platform’s emissions 

permit, it should be noted that on November 2, 2021, the Supreme Court handed down a 

judgment dismissing the appeal without a court expenses order; the Supreme Court also 

stipulated that the costs ruled by the Distract Court still stand. 

 

E. Further to what is stated in Note 24A1(6) to the annual financial statements regarding the 

appeal filed to the Supreme Court by several local and regional councils against the Ministry 

of Environmental Protection and officers therein and against the Head of the Air Quality 

Division at the Ministry of Environmental Protection and against Chevron in connection with 

the Leviathan rig’s emissions permit, it should be noted that the appeal was heard on April 5 

2021, and on October 7 2021 the Supreme Court handed down a judgment dismissing the 

appeal without a court expenses order. 

 

F. Further to Note 24A(1)(2) to the Annual Financial Statements regarding a motion for 

certification of a class action lawsuit filed by a consumer of the IEC against the Tamar 

partners in connection with the price at which the Tamar Partners sell natural gas to the IEC, 

it should be noted that on June 8, 2021, the District Court handed down a judgment 

dismissing the motion for certification. . On September 30, 2021, the petitioner filed an appeal 

against the judgment with the Supreme Court. Pursuant to the court’s decision of October 

13, 2021, the Tamar Partners are required to file their response to the appeal by December 

12, 2021. The appeal will be heard on September 19, 2022. 
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NOTE 9 - EQUITY 

 

A. During the reporting period, 378,999 options (Series 10) were exercised for 378,999 shares 

of NIS 1 par value of the Company in consideration for NIS 29 million and 119,203 options 

(Series 12) for 119,203 shares of NIS 1 par value each for NIS 9 million. In addition, 1 option 

(Series 10) expired.   

In addition, subsequent to the balance sheet date, in November 2021, a total of 4,000 
warrants (Series 11) were exercised into 4,000 shares of NIS 1 par value in the Company 
for a total consideration of NIS 0.6 million.   

 

B. In April 2021, the Company issued 63,400 shares of NIS 1 par value in consideration for NIS 

10 million.  

 

C.  In August 2021, the Company issued 274,264 shares of NIS 1 par value each (189,064 

shares of NIS 1 par value to the public, and 85,200 shares of NIS 1 par value by way of 

private placement), and 47,266 warrants (Series 13) to the public. Each option (Series 13) is 

exercisable for one ordinary share of the Company up to August 5, 2022 in consideration for 

an exercise premium (adjusted for dividend, benefit, and rights) in the amount of NIS 300 

per option. The immediate consideration from the issuance (before issuance expenses) 

amounted to NIS 50 million. 

 

D. Subsequent to the balance sheet date, in October 2021 the Company issued 287,910 shares 

of NIS 1 par value each and 82,260 warrants (Series 14) to the public. Each option (Series 

14) is exercisable for one ordinary share of the Company up to April 14, 2024 in consideration 

for an exercise premium (adjusted for dividend, benefit, and rights) in the amount of NIS 334 

per option. The immediate consideration from the issuance (before issuance expenses) 

amounted to NIS 76 million. 

 

E. Shortly before the financial statements' approval date, following the issuance of shares and 

options and warrant exercises as detailed in sections (A) through (D) above, the Company's 

issued and paid-up share capital totaled 18,287,493 shares of NIS 1 par value each; the 

balance of options outstanding is 498,758 Options (Series 11), 259,792 Options (Series 12), 

47,266 Options (Series 13), and 82,260 Options (Series 14). 

 

 

NOTE 10 - FINANCIAL INSTRUMENTS 

 
Main changes in the Group's financial instruments and its exposure to market risks in the reporting 
period: 
 
A. Fair value  
 

Balance in the financial statements and fair value of the debentures issued by the Group: 
 

  Balance  Fair value 

  
September 

30  
December 

31  
September 

30  
December 

31 
  2021  2020  2021  2020 
  Unaudited  Audited  Unaudited  Audited 

  NIS millions 

         

Debentures  18,856  15,840  19,673  15,072 
         

 
The fair value of most of the debentures is classified to Level 1 in the fair value hierarchy. 
There was no change in the fair value hierarchy as of September 30, 2021 compared with 
the hierarchy in the Annual Consolidated Financial Statements. 
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NOTE 10 - FINANCIAL INSTRUMENTS (CONT.) 
 
B. Classification of financial instruments according to the fair value hierarchy 
 

1. As at September 30, 2021: 
 
Financial assets measured at fair value 
 

  Level 1  Level 2  Level 3 

  Unaudited 
  NIS millions 

       

       

Financial assets at fair value through profit or loss       

       

Shares  7     

ETFs  65  -  - 

Seller’s loan to the acquirers of The Phoenix  -  -  199 

Royalties receivable for the sale of the Karish and 
Tanin leases  -  -  841 

Loan provided for the sale of the Karish and 
Tanin leases  -  209  - 

Financial derivatives  -  4  - 

       

Financial assets at fair value through other 
comprehensive income       

       

 
Financial liabilities measured at fair value 
 

  Level 1  Level 2  Level 3 

  Unaudited 
  NIS millions 

       

Financial liabilities at fair value through profit or 
loss       

Contingent consideration   -  -  19 

 

Financial liabilities at fair value through other 
comprehensive income       

       

Cash flow hedges  -  1,881  - 
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NOTE 10 - FINANCIAL INSTRUMENTS (CONT.) 
 
B. Classification of financial instruments according to the fair value hierarchy (cont.) 
 

2. As at September 30, 2020: 
 
Financial assets measured at fair value 
 

  Level 1  Level 2  Level 3 

  Unaudited 
  NIS millions 

       

Financial assets at fair value through profit or 
loss       

       

Shares  127  -  - 

Seller’s loan to the acquirers of The Phoenix  -  -  110 

Royalties receivable for the sale of the Karish 
and Tanin leases  -  -  616 

Loan provided for the sale of the Karish and 
Tanin leases  -  247  - 

Financial derivatives  16  5  - 

       

Financial assets at fair value through other 
comprehensive income       

       

Cash flow hedges  -  412  - 

Shares   43  -  - 

 
Financial liabilities measured at fair value 
 

  Level 1  Level 2  Level 3 

  Unaudited 
  NIS millions 

       

Financial liabilities at fair value through profit or 
loss       

Contingent consideration   -  -  49 

 

Financial liabilities at fair value through other 
comprehensive income       

       

Cash flow hedges  -  167  - 
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NOTE 10 - FINANCIAL INSTRUMENTS (CONT.) 
 
B.  Classification of financial instruments according to the fair value hierarchy (cont.) 

 
3. As at December 31, 2020 
 

Financial assets measured at fair value 
 

  Level 1  Level 2  Level 3 

  Audited 
  NIS millions 

Financial assets at fair value through profit or loss       

       

Shares  21  -  - 

Seller’s loan to the acquirers of The Phoenix  -  -  143 

Royalties receivable for the sale of the Karish and 
Tanin leases  -  -  779 

Loan provided for the sale of the Karish and 
Tanin leases  -  232  - 

Financial derivatives  -  22  - 

       

Financial assets at fair value through other 
comprehensive income       

       

Shares  55  -  - 

Cash flow hedges  -  80  - 

 
Financial liabilities measured at fair value 
 

  Level 1  Level 2  Level 3 

  Audited 
  NIS millions 

       

Financial liabilities at fair value through profit or 
loss       

Contingent consideration   -  -  46 

 

Financial liabilities at fair value through other 
comprehensive income       

       

Cash flow hedges  -  340  - 
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NOTE 10 - FINANCIAL INSTRUMENTS (CONT.) 
 
C. Price risk  
 

(1) Risk associated with commodity prices 
 
Ithaca is exposed to changes in oil and gas prices for its future sales. To hedge the 
exposure, Ithaca has hedge transactions (mostly put and swap) on gas prices for part 
of its future output. Information about open transactions as of September 30, 2021:   
 
- Transactions on the price of oil 
 

   
Period 

Quantity 
 (MBBL of oil) 

Average exercise 
price (USD/barrel) 

Swap October 2021 - December 2023 5,978 50 

Put October 2021 - December 2022 3,416 61 

Collar 
October 2021 - December 2022 2,511 

56 - lower limit,  
75 - upper limit 

 
- Transactions on the price of gas 
 

 
Period 

Quantity 
(ktherms)  

Average exercise 
price (pennies/therm) 

Swap October 2021 - December 2023 222,300 50 

Collar January 2022 - December 2022 73,000 
60 - lower limit,  
94 - upper limit 

Put October 2021 - December 2022 87,100 45 

 
The acquisition cost of the hedges amounts to USD 31 million, of which an amount of 
USD 13 million will be repaid by the end of, 2021 and the balance will be repaid in, 2022. 
The transactions are accounted for as hedge accounting. As of September 30, 2021, 
the net fair value of the hedge transactions amounted to a liability of USD 582 million 
(NIS 1,878 million).  
 
 

NOTE 11 - OPERATING SEGMENTS 
 
A. General 

 
In accordance with IFRS 8, the Group’s operating segments are determined on the basis of 
management reports, which are mainly based on the investments in each investee.  
 
The operating segments are as follows: 
 

• Oil and gas exploration and production in and around Israel - The main operation is in 
the Tamar Project joint venture, the Leviathan Project joint venture, and other oil rights, 
mainly off the coast of Israel through Delek Drilling. For information about the agreement 
for the sale of the entire rights in the Tamar Project, see Note 5B above. 

 

• Development and production of gas and oil assets in the North Sea: The activity is 
carried out by Ithaca, which owns rights in oil and gas assets in the North Sea region. 
The activity includes mainly production and marketing of oil and gas from the producing 
reservoirs and the development of additional reservoirs. 

 

• Fuel operations in Israel: The main operation is marketing and sale of fuels and 
commodities at gas stations and other outlets.  
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NOTE 11 - OPERATING SEGMENTS (CONT.) 
 
A. General (cont.) 
 

• Others, as from the fourth quarter of 2020, other segments include mainly Delek Israel's 
operations, the investment in which is accounted for in accordance with the equity 
method as of the date of sale of control. 

 
It should be noted that operations presented under profit (loss) from discontinued operations 
(including the operations of Delek Israel and the power plants up to the date of sale of control 
in Delek Israel) (see Notes 3B(1) and 3B(2)), are not presented as reportable segments.  
 

B. Operating segment reporting 
 

1) Revenue 
 

  

For the 9 months ended 
September 30  

For the 3 months ended 
September 30  

For the year 
ended 

December 31 

  2021  2020   2021  2020   2020 

  Unaudited  Audited 

  NIS millions 

           

Revenue from external 
sources            

Oil and gas exploration 
and production in and 

around Israel   2,506  1,982  942  810  2,667 

Development and 
production of gas and 
oil assets in the North 
Sea  3,200  3,106  1,115  916  4,052 

Other segments   6  5  1  -  8  

Inter-segment and 
adjustments *)  -  (56)  -  (21)  (56) 

           

Total in statement of 
income  5,712  5,037  2,058  1,705  6,671 
           

*) Inter-segment sales are mainly for the sale of natural gas to other segments. 
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NOTE 11 - OPERATING SEGMENTS (CONT.) 
 

B. Operating segment reporting (cont.) 
 

2) Segment results  
 

  

For the 9 months ended 
September 30  

For the 3 months ended 
September 30  

For the year 
ended 

December 31 

  2021  2020   2021  2020   2020 

  Unaudited  Audited 

  NIS millions 

           

Oil and gas exploration and 
production in and around 
Israel   1,284  937  277  526  705 

Development and production 
of gas and oil assets in the 
North Sea  1,803  (2,508)  876  241  (734) 

Other segments  74  22  65  1  24 

Adjustments *)  33  (85)  53  (26)  (89) 

           

Operating profit (loss)  3,194  (1,634)  1,271  742  (94) 
           

*) Mainly administrative and general expenses attributable to the Staff Companies 
 

3) Contribution to net profit from continuing operations attributable to the shareholders of 
the Company 
 

  

For the 9 months ended 
September 30  

For the 3 months ended 
September 30  

For the year 
ended 

December 31 

  2021  2020   2021  2020   2020 

  Unaudited  Audited 

  NIS millions 

           

Oil and gas exploration and 
production in and around 
Israel   304  74  (36)  127  117 

Development and production 
of gas and oil assets in the 
North Sea  617  (2,185)  259  55  (1,132) 

Other segments   72  24  64  1  24 

Adjustments *)  (282)  (523)  (62)  (102)  (668) 

           

Profit (loss) from continuing 
operations attributable to 
shareholders of the 
Company  711  (2,610)  225  81  (1,659) 
           

*) Mainly administrative and general expenses, finance expenses and taxes attributable to the 
Staff Companies. 

 

 

 

 

 

 

 



Delek Group Ltd. 

 

Notes to the Consolidated Interim Financial Statements 

 

- 56 - 

NOTE 12 - INTERESTED PARTIES AND RELATED PARTIES 

 

A. Following on Note 34G(1) to the Annual Financial Statements, on October 17, 2021, the 

general meeting of the Company's shareholders approved the extension of the expense 

reimbursement mechanism to the Company's controlling shareholder until December 31, 

2023. 

 

B. Following on Note 34B to the Annual Financial Statements, on October 17, 2021, the general 

meeting of the Company's shareholders approved a special bonus for the chairman of the 

Board of Directors, in the amount of three monthly salaries. 

 

C. Pursuant to the amendments to the trust deed (see Note 6C above), the controlling 

shareholder of the Company stated (but did not commit thereto) that he intends to personally 

participate in the issuances in August 2021, October 2021 and January 2022 (if pursued by 

the Company) and to transfer to the Company 30%-50% of the amount raised in each of the 

said dates. 

 

 

- - - - - - - - - - - - - - - - - - 
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Special Report in accordance with Regulation 38D 
 

Financial Data and Financial Information from the Consolidated Interim 
Financial Statements 

 
Attributed to the Company 

 

 

 

Below are the separate financial data and financial information attributed to the Company from the 

Consolidated Interim Financial Statements of the Group as of September 30, 2021, published as part of the 

periodic reporting (hereinafter - the "Consolidated Financial Statements"), presented in accordance with 

Regulation 38D of the Securities Regulations (Periodic and Immediate Reports), 1970. 
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Financial data from the consolidated balance sheets attributed to the Company 

 

 

 
 

As at September 30  
As at 

December 31 

  2021  2020  2020 

  Unaudited  Audited 

  NIS millions 

Current assets       

       

Cash and cash equivalents  801  17  130 

Short-term investments  629  23  84 

Income tax receivable  20  19  29 

Other receivables   50  40  67 

       

  1,500  99  310 

Assets held for sale  -  -  51 

       

Total current assets  1,500  99  361 

       

Non-current assets       

       

Investments in investee companies and partnerships   2,447  2,039  2,589 *) 

Loans and capital notes to investees  4,068  4,941  4,913 

Financial assets  7  92  21 

Long term loans and debit balances  378  299  307 

Financial derivatives  -  16  - 

Investment property  253  188  196 

Property, plant and equipment, net  45  48  46 

       

Total non-current assets  7,198  7,623  8,072 

       

  8,698  7,722  8,433 

       
*) Adjusted retrospectively, see Note 5. 
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Financial data from the consolidated balance sheets attributed to the Company 

 

 

 
 

As at September 30  
As at 

December 31 

  2021  2020  2020 

  Unaudited  Audited 

  NIS millions 

Current liabilities       

       

Debentures including current maturities  5,610  5,709  5,263 

Borrowings, loans from banks and others, including current maturities   -  199  113 

Loans from a subsidiary  44  171  28 

Other payables  167  140  158 

       

Total current liabilities  5,821  6,219  5,562 

       

Non-current liabilities       

       

Loans from subsidiaries   873  -  774 

Loans from others  105  -  - 

Other liabilities (primarily liability for retirement of long term assets)  7  15  11 

       

Total non-current liabilities  985  15  785 

       

Equity attributable to the Company’s shareholders       

       

Share capital   19  16  18 

Share premium  2,444  2,181  2,341 

Proceeds for conversion options and warrants  32  60  38 

Retained earnings  2,421  463  1,589 *) 

Adjustments arising from foreign currency translation of foreign 
operations’ financial statements  

 
(934) 

 
(546)  (933) 

Reserve for transactions with non-controlling interests  (681)  (672)  (677) 

Other reserves  (1,095)  300  24 

Treasury shares  (314)  (314)  (314) 

       

Total equity   1,892  1,488  2,086 

       

  8,698  7,722  8,433 

       

*) Adjusted retrospectively, see Note 5. 

       
 

 

November 28, 2021       

Date of approval of the financial 

statements 

 Gabriel Last  Idan Wallace  Tamir Polikar 

 Chairman of the 

Board 

 Chief Executive 

Officer 

 Deputy CEO and CFO 
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Financial Data from the consolidated statements of income attributed to the Company 

 

 

  
For the 9 months ended 

September 30  
For the 3 months ended 

September 30  

For the year 
ended 

December 31 

  2021  2020  2021  2020  2020  

  Unaudited  Audited 

  NIS millions  

           

           

Revenue from overriding royalties and gas 
sales (net of royalties)  1  6  -  2  7 

Rent  6  5  1  1  5 

Company's share in earnings (losses) of 
investee companies and partnerships, net  985  (2,355)  280  187  (1,138) *) 

Management fees from investees  -  1  -  -  1 

           

Total revenues (expenses)  992  (2,343)  281  190  (1,125) 

           

Production cost of gas sold  1  5  -  1  6 

General and administrative expenses  16  37  1  12  30 

Other income (expenses), net  48  (130)  58  -  (124) 

           

Operating profit (loss)  1,023  (2,515)  338  177  (1,285) 

           

Net financing income (expenses) with respect 
to loans to investees and others  (9)  32  (7)  8  40 

Finance income (expenses) (mainly for 
financial investments), net 

 (14)  (146)  (3)  14  (207) 

Finance expenses (mainly for debentures) 
 (285)  (261)  (105)  (85)  (343) 

Profit (loss) from continuing operations  715  (2,890)  223  114  (1,795) 

           

Profit (loss) from discontinued operations, net  89  (53)  -  35  (22) 

           

Net profit (loss) attributable to Company’s 
shareholders  804  (2,943)  223  149  (1,817) 

           

 

*) Adjusted retrospectively, see Note 5. 
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Financial data from the consolidated statements of comprehensive income attributed to the Company 

 

 

  
For the 9 months ended 

September 30  
For the 3 months ended 

September 30  

For the year 
ended  

December 31 

  2021  2020  2021  2020  2020 *) 

  Unaudited  Audited 

  NIS millions 

           

Net profit (loss) attributable to Company’s 
shareholders  804  (2,943)  223  149  (1,817) 

           

Other comprehensive income (loss):           

           

Amounts not reclassified to profit and loss:           

           

Loss from investment in equity instruments 
measured at fair value through other 
comprehensive income  -  (11)  -  -  (11) 

Other comprehensive income (loss) 
attributable to investee partnerships 

companies  65  (77)  -  2  (64) 

Revaluation for transfer from property, plant 
and equipment to investment property  -  -  -  -  27 

           

Total   65  (88)  -  2  (48) 

           

Amounts classified or reclassified to profit 
or loss under specific conditions:           

Transfer to profit and loss for financial 
assets measured at fair value through other 
comprehensive income  -  1  -  -  - 

Adjustments arising from foreign currency 
translation of a foreign operation’s financial 
statements  15  (20)  (44)  (33)  (310) 

Other comprehensive income (loss) 
attributable to the Partnership and 
investees (post-tax)  (1,172)  496  (648)  (230)  84 

           

Total  (1,157)  477  (692)  (263)  (226) 

           

Total other comprehensive income (loss) 
from continuing operations  (1,092)  389  (692)  (261)  (274) 

           

Total comprehensive income (loss) 
attributable to Company’s shareholders  (288)  (2,554)  (469)  (112)  (2,091) 

           

 

*) Adjusted retrospectively, see Note 5. 
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Financial data from the consolidated statements of cash flows attributed to the Company 

 

 

  
For the 9 months ended 

September 30  
For the 3 months ended 

September 30  

For the year 
ended 

December 31 

  2021  2020  2021  2020  2020 *) 

  Unaudited  Audited 

  NIS millions 

           
Cash flows from the Company's operating activities           
           
Net profit (loss) attributable to the Company’s 
shareholders 

 
804  (2,943)  223  149  (1,817) 

Adjustments needed to present cash flows from the 
Company's operating activities (a) 

 
(1,067)  2,807  (335)  (266)  1,635 

           
Net cash used for the Company's operating 
activities 

 
(263)  (136)  (112)  (117)  (182) 

           
Cash flows from the Company's investing activities           
           
Investments in property, plant and equipment and 
investment property 

 
-  (2)   -  -  (2) 

Proceeds from disposal of financial assets  23  84  -  1  90 
Proceeds from disposal of investments in investees  -  207  -  -  207 
Short term deposits, net  (548)  31  (95)  -  (53) 
Investment in financial assets, net  -  (13)  -  -  (13) 
Proceeds from disposal of investment property  18  33  18  -  33 

Deposits to long-term deposits   (8)  (112)  -  -  (178) 

Collection of long-term deposits  -  138  -  -  220 

Repayment (provision) of loans granted to others   67  (12)  -  (4)  (2) 
Proceeds from sale of right to receive an overriding 
royalty for a subsidiary 

 
-  -   -  -  239 

Proceeds from sale of oil and gas assets including 
overriding royalty 

 
-  80   -  80  80 

Repayment (provision) of loans to, and equity 
investments in, investees, net 

 
885  (86)  800  69  (357) 

           
Net cash from the Company's investing activities  437  348  723  146  264 

           
Cash flows from the Company's financing activities           
           
Issue of share capital and options (less issuance 
expenses) 

 
60  307  50  172  347 

Proceeds from exercise of options for shares of the 
Company 

 
38  -  -  -  100 

Issue of debentures (less issuance expenses)  761  -  246  -  - 
Short term borrowings from banks and others, net  -  (551)  -  (308)  (631) 
Loans from subsidiaries  139  226  1  226  862 
Repayment of loans to subsidiaries  (28)  (310)  (16)  (53)  (301) 
Loans received from others  104  -  -  -  - 
Repayment of loans from banks and others  (113)  (86)   -  -  (92) 
Buyback of debentures  -  (5)  -  -  (5) 
Repayment of debentures  (464)  (461)  (113)  (111)  (916) 
Net cash from (used for) the Company's financing 
activities 

 
497  (880)  168  (74)  (636) 

           
Exchange differences for cash and cash equivalent 
balances 

 
-  -  -  -  (1) 

           
Increase (decrease) in cash and cash equivalents  671  (668)  779  (45)  (555) 
           
Cash and cash equivalents at the beginning of the 
period 

 
130  685  22  62  685 

           
Cash and cash equivalents at the end of the period  801  17  801  17  130 

           

*) Adjusted retrospectively, see Note 5. 
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Financial data from the consolidated statements of cash flows attributed to the Company 

 

 

   
For the 9 months ended 

September 30  
For the 3 months ended 

September 30  

For the year 
ended 

December 31 

   2021  2020  2021  2020  2020 *) 

   Unaudited  Audited 

   NIS millions 

            

(a) Adjustments for presentation of statement 
of cash flows from the Company's 
operating activities (a) 

 

         

            

 Adjustments for profit and loss line items 
of the Company: 

 
         

 Depreciation, depletion and amortization  1  1  1  1  2 

  Loss from disposal of investment in an 
investee 

 
-  127  -  -  127 

 Impairment (appreciation) of loans 
granted, net 

 
(23)  19  (4)  (42)  (26) 

 Impairment (appreciation) of investments 
in financial assets, net 

 
14  132  4  (23)  179 

 Company's share in the expenses of 
investee companies and partnerships *) 

 
(978)  2,535  (281)  (187)  1,326 

 Increase in value of liabilities, net  77  13  22  11  29 

 Change in fair value of financial 
derivatives, net 

 
-  1  -  (5)  17 

 Revaluation of other long-term assets  (90)  6  -  13  6 

 Exchange differences for balance of cash 
and cash equivalents, net 

 
-  1  -  -  1 

 Gain on disposal of investment property  -  (1)  -  -  (1) 

 Impairment (appreciation) of investment 
property 

 
(47)  4  (57)  -  (3) 

            

 Changes in the Company's asset and 
liability line items: 

 
         

 Decrease (increase) in receivables and 
debit balances 

 
(2)  22  (9)  (2)  14 

 Decrease in other accounts payable   (19)  (53)  (11)  (32)  (36) 

            

   (1,067)  2,807  (335)  (266)  1,635 

            

 *) Net of dividends received  8  180  -  -  191 

            

(b) Company's significant non-cash activities           

            

 Dividend receivable from investee 
companies and partnerships 

 
16  -  16  -  6 

 Purchase of Company shares by a 
subsidiary partnership 

 
-  60  -  -  60 

 Purchase of debentures and convertible 
debentures of the Company by a 
subsidiary partnership 

 

-  -  -  -  21 

            

*) Adjusted retrospectively, see Note 5. 
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Financial data from the consolidated statements of cash flows attributed to the Company 

 

 

   
For the 9 months ended 

September 30  
For the 3 months ended 

September 30  

For the year 
ended 

December 31 

   2021  2020  2021  2020  2020 

   Unaudited  Audited 

   NIS millions 

            

(c) Additional information on cash flows           

            

 Cash paid by the Company during the 
period for: 

 
         

 Interest  245  237  99  80  330 

            

 Cash paid by the Company during the 
period for: 

 
         

 Interest  -  1  -  -  2 

 Dividends  8  180  -  -  191 
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NOTE 1 – GENERAL  
 

A. This separate financial information was drafted in a condensed format pursuant to the 

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

Reports), 1970. This separate financial information should be reviewed in conjunction with 

the separate financial information of the annual financial statements as of December 31, 

2020, and for the year then ended and their accompanying notes, and in conjunction with 

the Consolidated Interim Financial Statements as of September 30, 2021 (hereinafter - the 

"Consolidated Interim Financial Statements").  

 

B. Financial position of the Company 

 

• As of September 30, 2021, the Company (separate) has a working capital deficit of NIS 
4.3 billion, and the Group (consolidated) has a working capital deficit of NIS 3.7 billion, 
mainly due to classification of debentures and other liabilities (over and above current 
maturities) in the amount of NIS 3.7 billion for the short term. This classification is mainly 
because some of the waiver items in the amended deed of trust of the debentures series 
of May 2021 (see Note 6C to the Consolidated Interim Financial Statements) are for less 
than twelve months from the date of the financial statements. The said amendment to 
the trust deed is that the rating of the Company's debentures should be (BBB-) by Maalot 
or (Baa3) by Midroog, at least, by March 31, 2022 (while at that time, Maalot's rating of 
the debentures was B, based on a review published by Maalot in January 2021). 
Subsequent to the balance sheet date, on November 23, 2021, Midroog Ltd. (hereinafter 
- “Midroog”) rated the Company's debentures at Baa3.il, with a stable outlook (a rating 
that meets the requirements of the trust deed regarding the low rating grounds, as 
defined by the trust deed, provided that, at the relevant date, these debentures are not 
rated lower by another rating agency).  

• The Company and staff companies were required to meet significant payments for the 
debentures, according to the original amortization schedules. In the period between 
October 2021 and September 2022, the Company has payments due (of principal and 
interest) amounting to NIS 2.2 billion and in the period between October 2022 and 
September 2023 - NIS 1.3 billion. 

• The Company's operations are significantly affected by oil and gas prices, which affect 
the ability of the Company and its staff companies to receive dividends from investee 
companies and partnerships. It should be noted that in the reporting period, gas and oil 
prices began to rise (compared with the prevailing prices at the end of 2020). 

 
C. Actions performed by the Company during, and subsequent to, the Reporting Period 

that may strengthen its financial position  

 
As part of its plans, the Company took significant measures aimed at ensuring that adequate 
resources are available to service the debt, the main ones being - 

• In June and July 2021, the Company issued a new series of Debentures (Series B35), 
with proceeds totaling NIS 770 million. In addition, subsequent to the balance sheet date, 
in November 2021, the Company issued, by way of a series expansion, Series B35 
Debentures in consideration for NIS 71 million. For more information, see Note 6A to the 
Consolidated Interim Financial Statements. 

• Subsequent to the balance sheet date, in October 2021, the Company issued another 
new series of Debentures (Series B36), with proceeds totaling NIS 360 million. For 
further information, see Note 6B to the Interim Consolidated Financial Statements. 

• In July 2021, Ithaca completed the refinancing of its debts. Following the refinancing, 
Ithaca paid off a shareholder loan provided by the Company in the amount of NIS 800 
million (USD 250 million).  
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NOTE 1 –  GENERAL (CONT.) 
 

C. Actions performed by the Company during, and subsequent to, the Reporting Period 

that may strengthen its financial position (cont.) 

 

• In the reporting period, options for the Company's shares were exercised in the amount 
of NIS 38 million and shares and Options (Series 13) were issued in the amount of NIS 
60 million. For more information, see Note 9 to the Consolidated Interim Financial 
Statements. 

• In August 2021, the Company sold 2 gas stations it owned for proceeds of NIS 19 million. 

• Subsequent to the balance sheet date, in October 2021, the Group signed an addendum 
to the sales agreement of the land plot in Acre from March 2021; according to the 
addendum, the Group sold 75% of the rights to the property for a total of approximately 
NIS 150 million (in lieu of the original transaction, in which the Company intended to sell 
100% of its rights in the property). The completion of the transaction is subject to 
conditions precedent. In addition, as part of the addendum to the agreement, terminating 
conditions were set. The buyer transferred to the Company the entire consideration for 
the transaction, in the amount of NIS 150 million (less funds left to secure tax payments). 
For further information, including the terminating conditions for the transaction, see Note 
4 to the Consolidated Interim Financial Statements.  

• In the reporting period, the acquirer of Delek Israel exercised its option to acquire 5% of 
Delek Israel's issued and paid-up share capital and also paid half of the deferred 
consideration (see Note 1C(4) to the Consolidated Financial Statements as of December 
31, 2020, regarding the disposal of the Group's investment in Delek Israel). The total 
consideration that the Group received as a result thereof amounted to NIS 75 million. In 
June 2021, the balance of the deferred consideration, in the amount of NIS 38 million, 
was paid, and the rest of the additional shares, 5%, were transferred to the acquirer. As 
of September 30, 2021, the Group holds 25% of the issued and paid-up share capital of 
Delek Israel. For more information, see Note 3B to the Consolidated Interim Financial 
Statements. 

• In January 2021, a third party granted the Company a NIS 104 million loan against a 
mortgage on the building in Herzliya that it owns. The loan was mainly used to repay an 
earlier loan received with regard to this property. For further information, see Note 7A to 
the Consolidated Interim Financial Statements.  

• Subsequent to the balance sheet date, in October 2021, the Company issued share 
capital and Options (Series 14) totaling NIS 76 million; for further information, see Note 
9 to the Consolidated Interim Financial Statements. 

• Subsequent to the balance sheet date, in November 2021, the Company contracted the 
debenture holders (Series B18, B19, B22, B31, B33, B34) (hereinafter - the “Old 
Debentures”) in order to amend the trust deed so as to allow the Company to make early 
repayment of the debentures due, according to their amortization schedules, until March 
31, 2022. At the same time, the Company released the participation units of Delek 
Drilling pledged to the Old Debentures and pledged them in favor of the trustee for 
Debentures (Series B36), in order to release the funds raised by the Company that are 
being held by the trustee. The amendment was approved on November 25, 2021, by the 
debenture holders.For more information, see Section D and Note 6C to the consolidated 
interim financial statements. 

The Company continues to follow its business plan, which includes additional measures 
designed to boost its financial strength and ensure the availability of resources to service its 
debt, including measures taken by the Group to complete an equity transaction in Ithaca, 
consider the disposal of additional assets, receipt of dividends from investees and more. In 
addition, the Company expects to meet all financial covenants in the foreseeable future. 
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NOTE 1 – GENERAL (CONT.) 

 

D. Rating of the Company's debentures 

 

Subsequent to the balance sheet date, on November 23, 2021, Midroog published a rating 
report of some of the Company’s debentures, in which it gave the said debentures the rating 
Baa3.il, with a stable outlook, which reflects their assessment that there will be no significant 
adverse change in the Company's financial profile and liquidity profile relative to Midroog's 
base scenario. This rating meets the requirements of the trust deed in respect of the low 
rating grounds, as defined by the trust deed, provided that, at the relevant date, these 
debentures are not rated lower by another rating agency. For more information, see Note 6C 
to the consolidated interim financial statements. 

 

E. Agreements with representatives of the debenture holders and with banks  

 
In June 2020 and in May 2021, the Company reached agreements with the representatives 
of its debenture holders and with banking corporations. For further information regarding the 
events, agreements and covenants set out under such agreements, see Notes 1C and 19G 
to the Consolidated Financial Statements as of December 31, 2020, and Note 6C to the 
Consolidated Interim Financial Statements. Subsequent to the balance sheet date, on 
November 25, 2021, all the general meetings of the debenture holders of the Old Debentures 
approved an additional amendment to the trust deed, in which the debenture holders 
approved, inter alia, the early repayment of the said debentures, all subject to the approved 
amendment. For further information regarding the events, agreements and covenants set 
out under such agreements, see Notes 1C and 19G to the Consolidated Financial 
Statements as of December 31, 2020, and Note 6C to the Consolidated Interim Financial 
Statements. As of the date of approval of the financial statements, the Company is fulfilling 
all its obligations and the financial covenants to which it has committed in the amended deed 
and expects to fulfill them in the foreseeable future. 
 

F. The Covid-19 pandemic 

 
During 2020, the Covid-19 crisis broke out (and is still ongoing), which resulted in a significant 
slowdown in the global economy and in Israel, causing a significant drop in oil and gas prices.  
For information concerning the impact of the Covid-19 pandemic, see Notes 1B, 1C and 19G 
to the Consolidated Financial Statements as of December 31, 2020.  
In the reporting period, oil and natural gas prices began to rise (compared with the prevailing 
prices at the end of 2020). Shortly before the approval date of the financial statements, a 
new Covid-19 variant was discovered, and sharp volatility in oil prices was observed. The 
Company continues to follow developments of oil and gas prices around the world. 

 

G. Conclusion 

 

The Company has acted successfully and is continuing to act to further execute its business 

plans aimed at significantly reducing its financial debt, including as follows: Further equity 

transactions in its investees, including raising of capital by the Company (NIS 625 million in 

2020 and through the approval date of the financial statements), disposal of assets and 

investments that are outside the Group’s core business (NIS 2.3 million in 2020 and through 

the approval date of the financial statements), raising of debt backed by assets (raising 

debentures for a total of NIS 1.2 billion), receiving significant dividends from investees, 

refinancing in Ithaca, repayment of shareholder loan granted by the Company to Ithaca, and 

more. All of the above measures generated significant cash flows for the Company, 

amounting to billions of shekels, which were used and continue to be used by the Company 

to repay its liabilities, on time and on schedule; the successful completion of these measures, 

combined with the recovery of global energy prices (gas and oil) over the past year, and the 

new trajectory characterizing the Company’s business environment, have led to a sharp drop 

in the yield on the Company’s debentures (to their pre-Covid-19 level), in parallel with a sharp 

rise in its share prices and value ot its assets.  
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NOTE 1 –  GENERAL 
 

G. Conclusion (cont.) 

 
The Company’s management believes - based on past experience and on the Company's 

proven ability to raise the resources required to meet its commitments within a short period 

of time, and to execute its business plans in order to meet its commitments, as shown over 

the past year and a half (during the global Covid-19 crisis) - that its plans are reasonable and 

are likely to materialize.  

Midroog rated the Company’s Old Debentures Baa3.il, with a stable outlook (a rating that 
meets the requirements of the trust deed in respect of the low rating grounds, as defined by 
the trust deed, subject to these debentures not being rated lower, at the relevant date, by 
another rating agency). In addition, the balance of cash in the coffers of the Company and 
its staff companies, as well as in escrow with the trustee, enables the Company to make 
significant early repayments of amounts it is due to the debenture holders by the end of 
March 2022, in accordance with the November 2021 amended deed. 
The above measures helped the Company to significantly reduce, within a short period of 

time, the Group's net financial debt by NIS 2 billion (relative to the pre-Covid-19 debt levels) 

and boost the Group's liquidity and financial flexibility, while leaving the Group with significant 

core assets (about 55% of Delek Drilling, 100% of the rights in the overriding royalty on 

Leviathan and 100% of Ithaca’s shares), in addition to holdings in other assets with significant 

appreciation potential (25% of Delek Israel shares; 25% of the land rights in Acre; The 

Phoenix Seller's Loan and rights in the Group’s office building in Herzliya and the adjacent 

hotel (about 70%)).  

In addition, as of the approval date of the financial statements, the Company has several 

alternatives in the event that any of its business plans for the near future do not materialize 

and/or are not materialized in full, including financing and/or disposing of additional assets 

that are available to the Company and/or obtaining financing by raising or refinancing debt. 

 

In light of the above, the management and Board of Directors believe, based on the sources 
described above, that the Company will continue to meet the financial covenants in the 
foreseeable future, and based on the Company’s plans and the alternatives available to it, 
the Company has adequate sources that will enable it to meet its liabilities in the foreseeable 

future. 
 

 

NOTE 2 –  CONTINGENT LIABILITIES 
 

There are certain contingent claims against the Company and certain investees for significant 
sums, including petitions to grant class actions certifications; in some cases, it is impossible to 
assess their outcome at this stage, and therefore no provision was recorded in respect thereof in 
the financial statements as set forth in Note 8 to the Consolidated Interim Financial Statements. 
 
 

NOTE 3 –  DEBENTURES 
 
With regard to the repayment of debentures convertible to Company shares, see Notes 6A and 
6B to the Consolidated Interim Financial Statements.  
 
 

NOTE 4 –  EQUITY 
 
For information concerning the exercise of options and issue of shares and options of the 
Company, see Note 9 to the Consolidated Interim Financial Statements.  
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NOTE 5 –  RETROSPECTIVE ADJUSTMENT OF COMPARATIVE RESULTS 
  
As set out in Note 3B to the Consolidated Interim Financial Statements, in the Reporting Period, 
Delek Petroleum (a wholly-owned subsidiary) completed the fair value assessment of the balance 
of its investment in Delek Israel as of the date of loss of control therein (October 2020), and of the 
options granted to the acquirers at that date. As a result, Delek Petroleum’s profit from the loss of 
control in Delek Israel increased by NIS 57 million. The foregoing amendment was treated in the 
financial statements as retrospective adjustment of comparative results for 2020. In view of the 
foregoing, the Company’s share in the net profits (losses) of investee companies and partnerships 
in 2020 increase by NIS 57 million, against an increase in the same amount in the investments in 
investee companies and partnerships. 
 
 

NOTE 6 –  AGREEMENTS WITH DEBENTURE HOLDERS  
 
 On May 30, 2021 and November 25, 2021, the general meeting of the holders of the various 
series of the Company’s debentures approved a second amendment to the deed of trust of each 
of the series. For further information regarding the amendments, see Note 6C to the Consolidated 
Interim Financial Statements. 

 

 

- - - - - - - - - 
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Delek Group Ltd. 

Quarterly Report on the Effectiveness of Internal Control over Financial Reporting and 

Disclosure, Pursuant to Regulation 38C(a): 

Management, under the supervision of the Board of Directors of Delek Group Ltd. (hereinafter - the 

“Corporation"), is responsible for setting and maintaining appropriate internal control over financial reporting and 

disclosure in the Corporation. 

For this matter, the members of Management are: 

1. Idan Wallace, CEO. 

2. Tamir Polikar, Executive VP & CFO.  

3. Leora Pratt Levin, Chief Legal Counsel. 

4. Tamar Rosenberg, Director of Finance & Head of Corporate Accounting. 

 

Internal control over 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 these functions in practice, under the supervision of the Board of Directors of 
the Corporation, and were designed to provide reasonable assurance as to the reliability of the financial 
reporting and the preparation of the reports in accordance with the provisions of the law, and to ensure that 
information that the Corporation is required to disclose in the reports it publishes in accordance with the 
provisions of the law is collected, processed, summarized and reported on the date and in the format laid down 
in law. 
 
Internal control includes, inter alia, controls and procedures planned to ensure that the information that the 
Corporation is required to disclose as aforesaid, is accumulated and forwarded to the Management of the 
Corporation, including to the CEO and the most senior financial officer or to whoever fulfills these functions in 
practice, in order to enable decisions to be made at the appropriate time in relation to the disclosure 
requirements. 
 
Due to its structural limitations, the internal control over 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. 
 
In the Annual Report on the Effectiveness of Internal Control over Financial Reporting and Disclosure, which was 
attached to the Periodic Report for the period ended December 31, 2020 (hereinafter - the “Most Recent Annual 
Report of Internal Control"), the Board of Directors and Management assessed the internal controls within the 
Corporation; based upon this assessment, the Board of Directors and Management of the Corporation have 
concluded that the said internal controls, as of December 31, 2020, were effective. 
 
As of the date of this report, no event or matter was brought to the attention of the Board of Directors and 
Management that leads them to change the assessment of the effectiveness of the internal control, as reported 
in the Most Recent Annual Report of Internal Control. 
As of the report date, based on the Report on the Effectiveness of Internal Control in the annual report and 
based on information brought to the attention of Management and the Board of Directors as stated above, the 
internal control is effective. 
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Declaration of Executives in accordance with Regulation 38C(d)(1): 

Declaration of Executives 

Declaration of the CEO 

 

I, Idan Wallace, declare that: 
 
(1) I have reviewed the Interim Financial Statements and other financial information of Delek Group Ltd. 

(hereinafter - "the Corporation") for the third quarter of 2021 (hereinafter - "the Reports" or "the Reports 
for the Interim Period"); 

(2) To the best of my knowledge, the Interim Financial Statements and other financial information included 
in the Reports for the Interim Period do not include any misrepresentation of a material fact and lack any 
representation of any vital, material fact, such that the representations included therein, under the 
circumstances in which the representations have been included, 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, in all material respects, the financial position, the results of operations and the cash flows of 
the Corporation at the dates and for the periods covered by the Reports; 

(4) I disclosed to the independent 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 over the financial reporting and disclosure: 
(a) all the significant flaws and material weaknesses in the determination or operation of the internal 

control over 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 fraud, whether material or not, involving the chief executive officer or anyone directly 
reporting thereto or involving other employees who have a significant role in the internal control 
over financial reporting and disclosure; 

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

(a) have established controls and procedures or ascertained the establishment and upholding of 
controls and procedures under my supervision, designed to ensure that material information 
relating to the Company, including its subsidiaries as defined in the Securities Regulations 
(Annual Financial Statements), 2010, is brought to my knowledge by others in the Corporation 
and in the subsidiaries, particularly during the period of preparation of the Reports; and - 

 
(b) have established controls and procedures, or ensured that such controls and provisions under 

my supervision be established and in place, designed to ensure, in a reasonable manner, the 
reliability of financial reporting and preparation of financial statements in accordance with the 
provisions of the law, including in accordance with generally accepted accounting principles; 

 
(c) No event or matter has been brought to my attention during the period between the most recent 

periodic report date and the date of this Report that changes the conclusion of the Board of 
Directors and Management in respect of the effectiveness of the internal control over the 
Corporation's financial reporting and disclosure. 

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

 

November 28, 2021   

  Idan Wallace 
Chief Executive Officer 
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Declaration of the most senior financial officer pursuant to Regulation 38C(d)(2): 

Declaration of Executives 

Declaration of the most senior financial officer 

I, Tamir Polikar, declare that: 
 
(1) I have reviewed the Interim Financial Statements and other financial information of Delek Group Ltd. 

(hereinafter - "the Corporation") for the third quarter of 2021 (hereinafter - "the Reports" or "the Reports 
for the Interim Period"); 

(2) To the best of my knowledge, the Interim Financial Statements and other financial information included 
in the Reports for the Interim Period do not include any misrepresentation of a material fact and lack any 
representation of any vital, material fact, such that the representations included therein, under the 
circumstances in which the representations have been included, shall not be misleading in respect of the 
period covered by the Reports; 

(3) To the best of my knowledge, the Interim Financial Statements and other financial information included 
in the Reports for the Interim Period reflect fairly, in all material respects, the financial position, the 
results of operations and the cash flows of the Corporation at the dates and for the periods covered by 
the Reports: 

(4) I have disclosed to the independent auditor of the Corporation, to the Board of Directors, to the Audit 
and Financial Statements Committees of the Board of Directors of the Corporation, based on my latest 
assessment of the internal control over 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 related to the financial 
statements and other financial information included in the Reports for the Interim Period that 
could reasonably have an adverse effect on the ability of the Corporation to collect, process, 
summarize or report on financial information in a way that could cast doubt on the reliability of 
the financial reporting and the preparation of the financial statements in accordance with the 
provisions of the law; and - 

(b) any fraud, whether material or not, involving the chief executive officer or anyone directly 
reporting thereto or involving other employees who have a significant role in the internal control 
over financial reporting and disclosure. 

 (5) I, alone or together with others in the Corporation - 
 

(a) have established controls and procedures or ascertained the establishment and upholding of 
controls and procedures under my supervision, designed to ensure that material information 
relating to the Company, including its subsidiaries as defined in the Securities Regulations 
(Annual Financial Statements), 2010, is brought to my knowledge by others in the Corporation 
and in the subsidiaries, particularly during the period of preparation of the Reports; and - 

(b) have established controls and procedures, or ensured that such controls and provisions under 
my supervision be established and in place, designed to ensure, in a reasonable manner, the 
reliability of financial reporting and preparation of financial statements in accordance with the 
provisions of the law, including in accordance with generally accepted accounting principles; 

(c) no event or matter has been brought to my attention during the period between the most recent 
periodic report date and the date of this Report that relates to the Interim Financial Statements 
and to any other financial information included in the Reports for the Interim Period that changes 
the conclusion of the Board of Directors and Management in respect of the effectiveness of the 
internal control over the Corporation's financial reporting and disclosure. 

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

 

November 28, 2021   

  Tamir Polikar 
Executive VP anCFO 
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