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Ramat Gan, November 24 2008 

 
Report of the Board of Directors on the State of Affairs of the Corporation 

For the Nine Month Period Ending September 30 2008 

The Board of Directors of Alony-Hetz Properties and Investments Ltd. is honored to submit 

the Financial Statements of the Company and its subsidiaries (hereinafter: "the Group") for the period 

ending September 30 2008 (hereinafter: "The Reported Period"). 

Description of the Group and its Business Environment 

The Group focuses mainly on long-term investments in revenue-producing real estate 

in Israel (including the development and improvement of real estate) and abroad, mainly in western 

countries. 

As of the signature date of this report, the Group is engaged in the following markets:  

Israel, Switzerland, Canada, the U.S., the U.K., Southeast Asia and India. 

Activities in Israel 

A 72.9% stake in Amot Investments Ltd. (hereinafter: "Amot"). 

Activities in Europe 

In Switzerland –  

A 17.54% stake in PSP Swiss Property AG (hereinafter: "PSP"), the largest public company in 

the revenue-producing real estate industry listed for trade in Switzerland. The Company is the 

largest shareholder in PSP. 

In the U.K. – 

A 25.21% stake in a UK real estate opportunity fund and a 10.92% stake in the Fund's 

managing partner. 

Activities in North America 

In the U.S. –  

A 6.69% stake in Equity One Inc. (hereinafter: "EQY"), a publicly-owned U.S. company 

holding revenue-producing rental real estate in the U.S. 

In Canada –  

A 14.09% stake in First Capital Reality Inc. (hereinafter: "FCR"), a Canadian publicly-owned 

company owning revenue-producing rental real estate in Canada as well as 18.35% of EQY's share 

capital. 
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Below is the structure of the Company's major holdings immediately prior to the signing 

of this Report: 

 

 

 

 
 
 
 
 
 
 

 

 

 

 
 
 
 
 
 
 
 
 

  

 
  
 
 
 

 
 

 

 

 

 
 

 

 

* With an initial recruitment assumption of $200 million the holding rate dropped to 25%. 
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Concise Data from the Results of the Company's Business Activities 

 

 For the Nine Month Period 

 Ending September 30 

 2008   2007 

 Thousands of NIS 

EBITDA 308,354  259,221 

Fair value adjustments of investment real estate and realization 
of investments (112,026)  (236,409) 

Loss form securities available for sale and fair value 
adjustment of long term securities (207,802)  (8,302) 

Majority shareholder portion of net profit (loss) (167,111)  279,019 

Cash flow from current activity 175,274  160,885 

FFO (neutralizing accumulated linage differentials) 146,702  84,543 

 

The Crisis in the Financial Markets 

In September 2008 global financial markets underwent an additional upheaval in the form of 

the collapse of additional U.S. and European financial bodies, damage to global capital markets, 

significant drops in Israeli and world stock markets and a worsening of the credit and liquidity crisis. 

No certainty exists that the steps taken by various world companies, led by the U.S., will curb the 

crisis and its impact on the real economy and a reasonable fear exists that the markets in which the 

Group is active will slip into a recession. In addition, the Israeli economy has recently suffered from 

increased inflation rates and significant fluctuations in exchange rates of key foreign currencies versus 

the shekel. 

The results of the global crisis in question have not yet impacted the results of real activity in 

the field of revenue-producing real estate, in which the Company is active in Israel (Amot) or to which 

the Company is exposed through its investments in foreign revenue-producing real estate companies 

(PSP - Switzerland, FCR - Canada and EQY – U.S.). In the first 9 months of 2008 Amot, PSP and 

FCR showed an increase in rental and management revenues and an increase in occupancy rates. 

EQY showed a negligible decrease in rental and real estate management fees and occupancy 

rates, while showing an increase in FFO (FFO not including provisions for non-cash-flow 

devaluations). 

Company management estimates that the continuation and worsening of the crisis will 

influence the Company's income from its revenue-producing real estate activities in Israel and in the 

markets in which the Group is active. These influences may be expressed by a slowdown and/or drop 

in demand along with the possibility of drops in prices and/or the value of revenue-producing real 

estate properties. A drop in stock prices may lead to, among other things, a negative impact on 
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upholding financial relationships, increases in financing costs, difficulties in securing sources of 

finance and difficulties in repaying existing loans. 

Company management estimates that the financial stability and state of the assets of Amot, 

PSP, FCR and EQY (as regards the latter three – based on their publications) shall enable them to 

handle any recession period in a satisfactory manner. In addition, the Company estimates that the 

Group's cash reserves, its current cash flows and its ability to secure additional financing will allow it 

to continue with its activities and meet its obligations. This is forward-looking information as defined 

in Section 32a of the Securities Law and as such its realization is uncertain and is not under the sole 

control of the Company. 

Influences of Changes in Exchange Rates on Company Capital 

The Company's surplus of assets over liabilities as of the Balance Sheet date equaled some 

1.75 billion NIS constituting 104% of the Company's equity (attributed to Company majority 

shareholders).  

The Group is particularly exposed to Swiss francs (44% of equity) and Canadian dollars (28% 

of equity). Over the course of the reporting period the shekel was revalued relative to the Swiss Franc 

and the Canadian dollar at 8.01% and 15.8%, respectively. 

These currency changes led to a decrease in the Company's equity attributed to majority 

shareholders over the course of the reported period to the amount of 293 million NIS (before tax 

influence). Of the sum in question, some 83 million NIS was charged to gain/loss (a total of 22 

million NIS in the third quarter) and 210 million NIS were charged directly to equity (a total of 32 

million NIS in the third quarter). 

Influences of the Exchange Rate Changes on the Company's Capital 

The debentures issued by the Group (consolidated balance sheet) and a portion of its long term 

bank loans, are linked to increases in the Consumer Price Index. Over the course of the reported period 

the CPI increased by 5% which led to financing expenses to the amount of 147 million NIS and 

69 million NIS for the reported period and for the three months ended September 30 2008, 

respectively). 

From an economic point of view, the Company regards its investment in Amot, equaling 

1.2 million NIS (solo balance sheet) as a CPI-linked investment (long term). The debentures issued 

by the Company (solo balance) to the amount of 1.7 billion NIS are linked to increases in the CPI. In 

addition, the Company (solo balance sheet) has a CPI hedging agreement to the amount of 400 million 

NIS which expired after the report date. 

Devaluation of Investments after the Balance Sheet Date 

In the period between October 1 2008 and prior to the approval of these Interim Financial 

Statements the rates of the quoted stocks of investments in marketable securities available for sale and 
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securities intended for fair value via profit/loss held by the Group have decreased. This decrease 

would have reduced the Company's equity by a net amount of 325 million NIS (less tax influence), if 

these Financial Statements had been prepared based on relevant stock rates in effect prior to the 

approval of these Financial Statements. 

Liquidity 

As of these Statements, the Group has a cash balance, deposits and securities with a total 

value of 1.5 billion NIS. In addition, the Group has unutilized credit lines to the amount of 0.8 

billion NIS (half of them until the end of 2008 and half to the end of 2010). In November the Amot 

Board of Directors decided to distribute dividends, to be paid in December 2008, to the amount of 440 

million NIS, of which 426 million constitute a single dividend. The Company's share of the dividends 

in question is 321 million NIS. 

 

Investment Goals and Events in the Reported Period 

1. Investment in East Asia – see below. 

2. Investment in India – see below. 

 

Credit Rating 

The Company's debentures are rated by Ma'alot Israel Securities Rating Company Ltd. 

("Ma'alot") at (AA-). Midroog Ltd. ("Midroog") has given the Company a credit rating of Aa3. In 

December 2007, within the scope of an examination of an expansion of a series of debentures (Series 

F), the rating companies published ratings for the expanded series, as below: by Ma'alot at (AA-) 

(Negative) and by Midroog Ltd. at Aa3 with a negative outlook. On August 14 2008 Ma'alot 

announced that it would be lowering its rating for debenture series existing in the Company's 

turnover from (AA-)/(Negative) to A/Stable. On September 3 Midroog announced that it would 

be lowering its rating for debenture series existing in the Company's turnover from Aa3 

Negative Horizon to A1 Stable Horizon. 

 

Investment Activity over the Course of the Reported Period 

Investment in Real Estate in Israel – Via Amot Investments Ltd. (hereinafter: "Amot") 

Amot constitutes the Group's revenue-producing real estate arm in Israel. 

On the signature date of this Report, the Company holds 72.9% of Amot's capital. Amot is 

engaged, directly and indirectly through corporations it controls, in the rental, management and 

maintenance of revenue-producing properties in Israel, as well as in the purchase, initiation and 

development for its own use of rental real estate. Amot owns, directly and indirectly, revenue-

producing real estate including offices, commercial centers, supermarkets, central bus stations, 

industrial parks and industrial buildings. 
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As of September 30 2008 properties held by Amot in Israel, owned and leased, include 83 

revenue-producing properties with a total area of 404 thousand square meters along with an additional 

136 thousand square meters of indoor parking. The occupancy rate of all of Amot's properties in Israel 

as of September 30 2008 is 96%. A portion of the properties are fully owned by Amot and several are 

held in partnership with others. These properties are spread out across the country, with the majority of 

the Group's properties being located in the large cities in the center of the country and in high-demand 

areas. The properties are rented out to a large numbers of renters, via contracts of varying durations. 

In addition, Amot possesses 5 parcels of land intended for rental construction. 

Presented below is information on the NOI (net operating income) (income from the 

rental and operation of properties, after deducting depreciation and amortization) of Amot in 

Israel and overseas: 

The Company's management believes that NOI is an important parameter in valuing revenue-

producing real estate. The result of dividing this data by the discount rate prevailing in the geographic 

region in which the property is located ("cap rate") constitutes one of the indications for determining 

the value of the property (beyond other indications, such as: market value of similar properties in the 

same area, sales price per square meter of built area deriving from the latest transactions effected, etc.). 

In addition, NOI is used to measure the free cash flow available to service the financial debt 

taken to finance the property's purchase, when NOI has been reduced by investments in renovations 

and maintaining what exists (Capex). It is emphasized that NOI: 

a. Does not present cash flows from operating activities according to generally accepted 

accounting practices. 

b. Does not reflect cash available for the financing of the Group's entire cash flows, including its 

ability to distribute monies. 

c. Shall not be considered a substitute for net income for purposes of assessing the Group's 

operating results. 
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(1) Same property NOI 
(2) Primarily 50% of the Rehovot mall and several additional assets 
(3) Primarily 50% of the Kiryat Ono Mall, Best Cardboard and the TIM building and more. 
** Reclassified 

 Quarter 3 
2008 

Quarter 2 
2008 

Quarter 1 
2008 

Quarter 4 
2007 

Quarter 3 
2007 

Israel – properties 
existing throughout the 
period (1) 

56,540 54,772 53,466 52,005 51,118 

Israeli assets sold(2) 107 158 132 407 2,227 

Israeli assets purchased(3) 12,912 9,895 9,978 2,154 500 

NOI – Israel 69,559 64,825 63,575 54,565 53,845 

NOI – Canadian realized - - - 8,329 9,144 

NOI – Total 69,559 64,825 63,575 62,894 **62,989  
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The above table indicates that the NOI on the same properties in Israel increased by some 

29.2% in the third quarter of 2008 compared to the same period last year and the Same Property NOI 

increased by 11% for the quarter.. The increase derives from a rise in CPI-linked rental fees and from 

a real increase in rental fees as a result of renewed contracts. The increase in NOI from properties in 

Israel also derives form the purchase of new properties in the period.  

The NOI for the second quarter of 2008 from existing properties in Israel (same 

property NOI) amounted to 53.8 million NIS compared to 50.1 million NIS for the same quarter 

last year, which constitutes a 7.4% increase. This increase derives in part from an increase in 

CPI-linked rental fees and in part from an increase in rental fees from contract renewals. 

Transactions Related to Investment Real Estate 

In June and July 2008, Amot purchased two structures for a sum of 160 million NIS (before 

transaction costs). The buildings are rented in full for annual rental fees amounting to 13.4 million NIS, 

CPI-linked. 

Update on Real Estate for Development 

Pursuant to the 2007 periodic report, in the chapter describing the corporation's business and 

the Board of Directors' Report for the year in question and following the slowdown expected for 

markets in Israel and around the world, Amot has decided to halt several project it planned to 

begin implementing and reevaluate rates of construction and development in the remainder of 

its projects. Amot plans to study the progression of the projects in light of the Israeli economy and in 

light of the marketing rate of the project areas. 

 

The Group's Activity in Switzerland 

As of the Balance Sheet Date, the Group holds 7.2 million PSP shares constituting 

16.88% of PSP's share capital. The investment in PSP is presented starting from Q2 2007 (the date 

in which the Company's CEO was appointed PSP Director), based on the equity method. The sum 

total of the Group's investment in PSP stock as of the balance sheet date equaled a total of 502 

million CHF (1.6 billion NIS). The Group invested a total of 5 million CHF (17 million NIS) in 

purchasing PSP shares and sold PSP shares in return for 7 million CHF (21 million NIS) over 

the course of the reported period. Subsequent to the balance sheet date, the Group invested 15 

million CHF (50 million NIS) in purchasing additional PSP shares. 

As of the approval of these Financial Statements, the Group holds 7.45 million PSP 

shares which constitute 17.5% of PSP's stock capital 

As of this Statement, according to PSP's information as reported to the stock 

exchange in Switzerland, the Group is the largest shareholder and sole interested party 

in PSP. 
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The value of the investment in PSP as of the balance sheet date equaled a total of 465 million 

CHF (1.46 billion NIS) and its value prior to the publishing of this Statement equaled a total of 332 

million CHF. 

As of this report, the market value of PSP is some 1.97 billion Swiss Francs (some 6.5 billion 

NIS according to the exchange rate at the publishing of this report). According to its Financial 

Statements, PSP's shareholders' equity as of September 30 2008 is 2.6 billion CHF (some 8.1 billion 

NIS). 

PSP listed a profit of 150 million CHF (472 million NIS) in the reported period. The Company 

listed its share of PSP profits for the period at 85 million NIS. 

Over the course of the reported period, the Company received receipts from PSP via capital 

reduction (in lieu of dividends) to the amount of 17.4 million CHF (57 million NIS). 

PSP debentures are rated by the FITCH rating agency at A- Stable. 

 

The Group's Activities in Canada 

As of the balance sheet date the Group holds 12.6 million shares of FCR, which up until 

that date represented 14.1% of FCR's share capital and 33 million par value of (convertible) 

FCR debentures. 

Over the course of the reported period the Company purchased 862 thousand FCR shares 

worth $19.3 million Canadian (66.5 million NIS). Subsequent to the balance sheet date, the Group 

purchased additional shares worth a total of $0.9 million Canadian (3 million NIS). 

The Group's investment in FCR shares and debentures, as quoted on the Toronto 

Stock Exchange as of the balance sheet date, totaled CAD 297 million (1 billion NIS), 

and is stated according to the prices of these securities,  

Over the course of the reported period the Group received dividend income from FCR to the 

amount of $11.9 million Canadian (41 million NIS). In addition, the Company recorded interest 

income from CAD debentures to the amount of $1.4 million Canadian (4.9 million NIS). 

Based on the Group's holdings in FCR securities proximate to the signing date of this 

Report, and based on FCR's announcement on the annual dividend it intends to distribute in 

2008, the Company expects its dividend and interest income from FCR in 2008 to reach a total 

of $17.9 million Canadian (some 60 million NIS), of which $9.6 million Canadian were received in 

the reported period. 

FCR's debentures are rated by DBRS (Dominion Bond Rating Services) at BBB Stable, 

and by Moody's at Baa3 Stable. 
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The Group's Activities in the U.S. 

As of the balance sheet date, the Group holds 5.1 million EQY shares representing 

6.69% of EQY's capital. 

The Group's investment in EQY, which is stated according to the price of EQY stock as 

quoted on the New York Stock Exchange as of the balance sheet date, totals $104 million (357 

million NIS). 

The Company projects that its dividend revenue from EQY shall equal a total of $6.1 million 

(as per an annual dividend per share of $1.2) in 2008, of which a total of $4.6 million has been 

received in the reported period, this based on an announcement made by EQY concerning the 

quarterly dividend it intends to distribute in 2008, and based upon the number of shares held by the 

Group today. 

EQY debentures are rated by S&P at BBB- Positive and by Moody's at Baa3 Stable. 

 

The Group's Activities in the U.K. 

The Group entered into an agreement in early March 2006, together with other parties, 

to establish a real estate opportunity fund in the UK, named Brockton Capital ("the Fund"). 

The Fund is engaged in investments in revenue-producing real estate and real estate for 

development, initiation and improvement in the UK. 

Based upon commitment letters received from investors, the amount of capital to be raised by 

the Fund shall reach £135 million. Total investment commitments in the fund currently equal £34 

million. Investments in the funds shall be made "on call" according to accepted practice, and shall 

continue across several years. In addition, the Group holds 10.9% of the rights to the management 

company that is the fund's managing partner, including representation on its Board of Directors and on 

its investment committee. 

In September 2008 the Fund sold an office building in central London in return for a sum of 

£38 million (some 250 million NIS). The property in question was purchased by the Fund in March 

2006 for a sum of £23 million (some 150 million NIS). Following the sale, and in accordance with the 

Fund's policy, the proceeds of the sale were distributed to investors less loans taken upon purchasing 

the property in question. In this framework the Group received a sum of £4 million (25 million 

NIS) in cash, of which 17 million NIS were listed as dividend income (pre-tax) in its Q3 2008 

Financial Statements.  

As of the balance sheet date the balance of the Group's investment in the Fund amounts to 144 

million NIS.  

 

Investment in Southeast Asia 

In April 2008 the Group signed a binding agreement to found a real estate investment fund in 

Southeast Asia by the name of Pacific Star Arrow Vietnam Fund Ltd. (hereinafter: "the Fund"). The 
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Group shall hold 50% of the management interests to the Fund. The Fund plans to operate mainly in 

Vietnam (some 50% of its activities) and based on business opportunities, could operate in other 

countries in Southeast Asia. The Fund plans on raising a total of $400 million, of which a total of 

$200 million shall be raised initially throughout 2009. The Group has undertaken to invest a sum of 

$50 million in the fund on call. Due to the state of the market, there is no certitude that the Fund 

will succeed in raising investors' funds. 

 

Investment in Thailand 

 In March 2008 the Group signed an agreement in principle with Pacific Star (hereinafter: 

"PS"), a Singapore-based group managing real estate investment funds in Asia, regarding the joint 

acquisition of all the interests in a Thai corporation owning all of the leasehold rights in a 

piece of land spanning 11 dunam (2.7 acres) in central Bangkok, for a total of $32 million. 

According to the sellers' representations, the site has an approved IBP for the construction of 

100 thousand square meters, gross, of residential, hotel, retail and parking use. Based on the 

preliminary business plan, the parties estimate that the projected constructions costs in the 

project will reach $160 million, so that the total planned investment in the project, including 

the land cost, will reach $200 million. The interests in the project are divided at 50% to the 

Fund, 45% to PS and 5% to others Moreover, the Company has undertaken to provide the 

Fund with a bridge loan to the amount of $12 million. The bridge loan will be repaid when the 

Fund raises capital, planned for 2009. As a result of the global financial crisis and the lack of 

certainty as to its impact, PS and the Company have approached the sellers with a request for 

alterations in the agreement's commercial terms. In the event that these terms are not accepted 

by the sellers the Company may pull out of the transaction in question.  

 

Investment in India 

In August 2008, the Group entered a binding agreement with an American investment fund 

(hereinafter "the America Fund") for the purchase of 40% of a Mauritius-based company fully owned 

by the American Fund (hereinafter "the Mauritius Company") in return for a sum of $23.5 million U.S. 

The Mauritius Company holds 94% of the shares of a company in India holding the full rights to a 110 

acre (some 500 thousand sq. meters) lot in the city of Pune ("the Lot"). The Lot has an approved town 

plan for the construction of a "Township" (a residential neighborhood that also includes commercial 

structures, public buildings etc.). The Group intends to construct some 350 thousand sq. meters on the 

lot, primarily residential for sale, this over the course of a five year period starting upon the receipt of 

the building permits.  

As of the date set in the agreement between the parties, the American Fund has yet to produce 

the necessary approvals and documents, and therefore the Company is not obligated to fulfill its part 
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of the agreement. Despite this, the Group is conducting negotiations with the American Fund and 

is considering the possibility of carting out the agreement, subject to material changes in its 

terms. 

 

Other Investments 

• In 2007 the Company invested a total of 389 million NIS in Pirelli & C. Real Estate SpA 

(hereinafter: "Pirelli Real Estate"), the shares of which are traded on the stock exchange in 

Milan, Italy and is engaged in the real estate industry. The balance of the Company's 

investment in Pirelli Real Estate as of the balance sheet date equals a total of 70 million 

NIS, conferring it 3.7% of Pirelli Real Estate's capital. 

Since the purchase date, there has been a significant decrease in the share price of Pirelli Real 

Estate and a revaluation of the shekel versus the Euro. The Company decided to consider the 

significant and continuing drop in the stock's value and the shekel revaluation as an 

impairment. Over the course of the reported period a total of 152 million NIS were 

subtracted to gain/loss (of which a loss of 32 million NIS was listed in the third quarter of 

2008), this in addition to a total of 166 million NIS which were subtracted to gain/loss in 

2007. Between the balance sheet date and the publication of these reports an additional 

decrease occurred to the value of the investment to the amount of 38 million NIS. 

• Following a decrease in the fair value of other investments in securities available for sale, the 

Company listed losses as a result of impairment totaling 30 million NIS. 

 

Changes in Investments in Long Term Securities 

The Group possesses marketable investments in long term securities available for sale 

(primarily FCR, EQY, Brockton Capital and Pirelli Real Estate; see above), which as of September 30 

2008 are presented at an amount of 1.5 billion NIS. Subsequent the balance sheet date, the value of the 

above holdings amounted to 1.1 billion NIS. 

 

Group Profitability 

The Group has shown a net loss of 414 million NIS for the reported period. The majority 

shareholders' portion of the aforementioned loss is a loss of 167 million NIS compared to a profit of 

279 million NIS for the same period the previous year. The balance of the profit for the reported 

period, to the amount of 26 million NIS, is charged to the minority shareholders. 

The above loss charged to the majority shareholders to the amount of 167 million NIS for the 

reported period includes a 182 million NIS loss from the fair value adjustment of investments in 

marketable securities available for sale (of which some 152 million NIS was for Pirelli Real 

Estate stock (a total of 32 million NIS in Q3 2008)). The Group did not charge deferred taxes 

due to these losses. In addition, the loss includes a 147 million NIS expenditure (before tax 
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influence) deriving from index rate differentials due to the Group's long term liabilities (a total 

of 69 million NIS in Q3 2008).  

The profit for the comparable period includes a net capital gain of 77 million NIS from the 

sale of the Company's investment in Ogen Revenue-producing real estate. 

 

Cash Flows 

Cash flows deriving from current activity in the reported period amounted to a total of 

175 million NIS compared to a total of 161 million NIS in the corresponding period last year.  

 

FFO (Funds from Operation) 

The FFO is a commonly used American and European index used to provide additional 

knowledge on the results of the activities of Real Estate companies, granting a proper basis for 

comparisons between revenue-producing real estate companies. FFO reflects net profit, neutralizing 

profits (or losses) from the sale of properties, plus depreciation and amortization and neutralizing 

deferred taxes. The index in question presents the Company's cash production capability from 

regular and continuing activity over the course of the reported period. 

In calculating FFO, index rate differentials resulting from changes in rate of exchange 

and index differentials due to debentures and CPI-linked loans were not included in the calculation, 

this as in the Company's Management's opinion, said expenses do not reflect cash flow from regular 

continuing activity. 

 

The Company believes that analysts, investor and shareholders may receive extra value 

information from the presentation of this index, however, it must be noted that the FFO: 

• Does not present cash flows from regular activity in accordance with generally accepted 

accounting rules 

• Does not reflect cash held by the Company and its ability to distribute it; 

• Cannot be considered a replacement for reported net profit for purposes of evaluating the 

results of the Group's activities. 
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FFO Calculation (in Thousands of NIS) 

 For the Nine Month Period 

 Ending September 30 

 2008   2007 

 Thousands of NIS 

Net profit (loss) (140,705)   

    
Less -     

Fair value adjustments of investment real estate and 
investment realization (112,026)  (236,409) 

Realization of investments in held companies 625  (132,292) 

The Group's portion of the profits of affiliated companies, 
net (80,401)  (59,006) 

Other income (expenses), net (1,002)  35 

Fair value adjustment of options and foreign currency 
conversion component. (32,901)  (16,238) 

Minority share attributed to FFO activity (27,534)  (21,814) 

    
Plus -     

The Company's portion of the FFO of affiliated company 48,886  36,889 

Securities losses, realization and fair value adjustments 207,802  4,200 

Financing expenses due to linkage differences 173,500  67,431 

Financing expenses due to CPI differences 78,000  19,000 

Deferred taxes and current taxes on capital gains expenses  37,850  92,771 

Total FFO charged to majority shareholders. 152,094  80,476 
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Operating Results 

The following table summarizes the Company's business results (in thousands of NIS):  

Yearly 
Nine Months Ending 

September 30 
Nine Months Ending 

September 30 
 

2007 2007 2008 2007 2008 
 

     Revenues 
287,232 71,328 80,928 216,351 231,315 Income from rental and management of investment real estate 

364,351 65,489 410 236,409 112,026 
Fair value adjustment of investment real estate and the gains 
from its sale 

87,724 21,283 35,812 62,159 92,614 
Dividend income from investment in securities available for 
sale 

134,753 21,739 (1,934) 132,292 (625) 

Profit (loss) from drops in holding rates and from realization  
of investments in held companies 

123,035 19,940 18,509 59,006 80,401 Group's equity in the earnings of affiliates, net 

(46) (339) (1,199) (35) 1,002 Other income (expenses), net 

997,049 199,440 132,526 706,182 516,733  
--------- -------- -------- -------- --------  
32,357 8,686 11,474 24,560 33,735 Cost of preparing real estate for investment and its operation 

45,395 13,727 12,247 33,286 35,437 Administrative and general 

3,900 1,150 225 2,400 681 Contributions 

)2,406(  (343) 3,490 (9.978) 20,321 
Loss (profit) from the realization and matching to fair value 
of long term securities, net  

200,672 - 47,090 14,177 182,089 Impairment loss on securities available for sale 

)48,003(  (58,721) (262) (16,238) (32,901) 
Fair value adjustment of options exercisable for Company 
shares and conversion options for debentures 

283,013 103,628 138,006 218,320 375,316 Financing expenses, net 
514,928 68,127 212,270 266,527 614,678  
--------- -------- -------- -------- --------  

482,121 131,313 (79,744) 439,655 (97,945) Profit (loss) before taxes on income 

123,237 16,813 (7,678) 113,746 45,760 Taxes on income 

358,884 114,500 72,066 325,909 (140,705) 
Profit (loss) from continuing activities after taxes on 
income 

7,601    --         --      --      --      
Profit (loss) from discontinued operations, net (U.K. 
segment) 

366,485 114,500 72,066 325,909 (140,705) Net Profit (Loss) for the Period 
      
     Distribution of net profit (loss) for the period: 

297,119 99,852 (73,548) 279,019 (167,111) 
Interest of majority shareholders in net profit (loss) for the 
period 

 69,366  14,648 1,482 45,890 26,406 Interest of minority shareholders in net profit for the period 

366,485 114,500 72,066 325,909 (140,705)  

 

Rental income and management fees from investment real estate – the increase during the 

reported period compared to the same period last year is due to a 18 million NIS increase in income 

from rental fees from existing properties, from increases in income from rental fees from the purchase 

of additional properties to the amount of 46 million NIS throughout 2007, and at the same time that, a 

decrease in rental fees due to the sale of properties throughout 2007 to the amount of 49 million NIS.  

Fair value adjustment of investment real estate – the NOI increased for the same Amot 

property in the third quarter of 2008 by 2 million NIS compared to the second quarter of the year (a 

3% increase) and amounted to a total of 56 million NIS. In addition, several contracts were renewed 
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for which rental fees were significantly higher than existing contracts. These contracts shall begin 

yielding rental fees starting 2009. 

After considering the changes to its revenue-producing properties throughout the third quarter, 

taking into consideration, among other things, the current uncertainty in the market and uncertainty 

regarding the yield they offer, Amot management estimates that as of September 30 2008 no fair value 

adjustment is required of its assets compared to their fair value as measured on September 30 2008. As 

a result, the cap rate of the Group's assets increased by some 0.3%-0.25% throughout the 

quarter reaching 8.2%. 

The fair value adjustment for the reported period amounted to 113 million NIS, compared to 

236 million NIS for the corresponding period last year (of which 128 million NIS was for properties 

sold in 2007). The fair value adjustment if the reported period derives primarily from real growth in 

rental revenues and NOI in a portion of the properties and from an increase of CPI-linked rental 

revenues in the remainder of the properties. 

Dividend income from investment in securities available for sale – the increase is largely 

explained by a dividend distribution performed by Pirelli Real Estate, to the amount of 17 million NIS, 

and a dividend distribution by Brockton, to the amount of 17 million NIS over the course of the 

reported period. 

Gains from the decline in shareholding percentage and sale of investees and other 

companies – includes a total of 109 million NIS in the comparable quarter last year from the sale of 

the Company's holdings in Ogen Revenue-Producing Real Estate Ltd. 

Group's share in income of affiliates and other companies, net – Beginning at the 

second quarter of 2007, the Company's investment in PSP is stated according to the equity 

method. Accordingly, a total of 85 million NIS was included over the course of the reported 

period for the Group's portion of PSP profits; a total of 36 million for the same period last 

year (deriving from the second quarter of 2007 only); and a total of 119 million NIS in 2007.  

Cost of investment real estate rental and operation – the 9 million NIS increase 

over the course of the reported period compared to the same period last year largely derives 

from operating costs of the Kiryat Ono Mall management company, which was first relatively 

consolidated in the account period (purchased on December 31 2007) to the amount of 7 

million NIS and from the operating expenses of properties purchased throughout 2007. 

Impairment provision on securities available for sale – in the reported period, 

largely includes a write-down to the fair value of Pirelli shares to the amount of 152 million 

NIS (see under "Additional Investments" above). In 2007 the section includes amortization to fair 
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value to the amount of some 200 million NIS, of which holdings in Pirelli Real Estate stock consisted 

of 166 million NIS. 

Fair value adjustments of CPI-linked options and conversion options of 

debentures – as a result of the transition to international reporting rules, the Group presents 

its complex financial instruments at their fair value. Accordingly, the CPI-linked financial 

instruments (options and the capital element of convertible debentures) are stated as a liability. 

The revaluation of this liability in the reporting period to fair value is charged to this item in 

the statement of operations. 

Financing Expenses - the 157 million NIS increase in financing expenses over the course of 

the reported period compared to the same period last year derives primarily from the following sums: a 

total of 122 million NIS deriving from the CPI (known) increase of 5% over the course of the reported 

period compared to the CPI (known) increase of 2.8% for the same period last year, a total of 20 

million NIS deriving from losses from securities, and a total of 33 million NIS from loans taken and 

additional debentures issued compared to the same period last year. On the other hand, the Group saw 

a profit from the early repayment of debentures to the amount of 14 million NIS. 

Taxes on income – taxes on income expenses do not include the creation of tax assets to the 

amount of 75 million NIS due to losses from the reported period and includes the deduction of 

deferred taxes created in previous years to the amount of 27 million NIS. Against that, the Group has 

tax-free income for the reported period to the amount of 20 million NIS and recognized linkage 

differential expenses to the amount of 11 million NIS. 

 

Financial Status 

Liquidity 

As of the balance sheet date, the Group holds cash balances and cash equivalents to the 

amount of 1.3 billion NIS, most of which are invested in monetary funds and deposits. 

Additionally, the Company has a marketable securities portfolio in long-term investment to 

the sum of 210 million NIS. 

In November, the Amot Board of Directors decided to distribute dividends to be paid in 

December 2008 to the amount of 440 million NIS, of which 426 million NIS constitute a single 

dividend. The Company's portion of the dividend in question is 321 million NIS. 

Refinancing and Debt Repayment Arrangements 

In September 2008 the Group signed an agreement to extend the repayment date of loans 

(granted in relation to the Group's investments in EQY) the balance of which as of the date in question 
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amounted to $50 million U.S. and which in accordance with the original loan agreements were to have 

been repaid in a single sum in May 2009. According to the new agreement, the loan period has been 

extended by an additional year so that the new repayment date is May 2010. The Group carried out a 

voluntary early repayment to the amount of $10.1 million U.S. in October 2008, so as to uphold the 

relationship required in accordance with the loan agreements, in lieu of offering alternate guarantees. 

Following the decline in the stock market value of PSP stock and in accordance with the 

agreement between the Group and the bank providing the loan dated October 2008, the Group 

performed a partial early voluntary loan repayment to the amount pf 60 million Swiss francs out of a 

260 million Swiss franc loan, which according to the original loan agreement should have been repaid 

in June 2009. Following the repayment in question, the interest on the balance of the loan (a total of 

200 million CHF) has been decreased to LIBOR + 0.55%, which constitutes a 0.2% decrease from the 

differential prior to the repayment in question.  

As of the balance sheet date, the Group has current long term maturities to the amount of 930 

million NIS of which, as started above, 189 million NIS were repaid early subsequent to the balance 

sheet date. The balance of the sum is primarily attributed to a loan taken to purchase PSP shares to the 

amount of 629 million NIS and which should, according to existing loan agreements, be repaid in June 

2009.  

Amot Loan Arrangements 

Receiving loans at Amot – over the course of the reported period, Amot received long term 

bank loans the balance of which as of the balance sheet date was 962 million NIS, CPI-linked and 

bearing interest at rates of 3.65%-4.85% per year. The loans are redeemable in such a manner that a 

total of 139 million NIS will be redeemed across a 5 year period and the remaining balance of 823 

shall be repaid between 2013 and 2016. 

Amot construction bank loans – over the course of the last two quarters, the Amot group 

signed agreements with banking institutions totaling 614 million NIS (Amot's portion being 557 

million NIS). Regarding a 500 million NS loan, Amot was given the option to reschedule its credit for 

a period of up to 10 years, starting from the end of construction, subject to meeting certain conditions. 

As of the approval of the Interim Financial Statements, Amot has been in the advanced stages of 

signing an additional loan agreement to the amount of 212 million NIS. Making use of the credit 

from these loan agreements is dependant on the progress of construction.  

Cash Flows  

Cash Flows from Continuing Operating Activities 

Totaled 175 million NIS in the reported period. 

Cash Flows Used for Continuing Investment Activity 

Totaled 423 million NIS for the reported period. The sum includes: 

 



20 

 

 Millions of NIS 

Investment in investment real estate and payment of taxes for the sale of 

investment real estate 319 

Investment in PSP, Group 17 

Investment in FCR, Group 66 

Others 21 

 423 

Cash Flows Deriving from Continuing Investment Activity 

Totaled 517 million NIS for the reported period. The sum includes: 

 Millions of NIS 

Long-term loans received 1,276 

Less –   

Repayment of short term bank loans (461) 

Dividend payment (76) 

Repayment of bank credit, repayment of debentures and early repayment of 

debentures (212) 

 527 

 

The cash and cash equivalent value increased by 234 million NIS in the reported period 

 

Shareholders' Equity 

 
As of September 30 As of December 31 

 2008 2007 2007 

 Millions of NIS Millions of NIS Millions of NIS 

Shareholders' equity 2,136 2,614 2,614 

Less the minority portion (444) (443) (443) 

Shareholders' equity charged to majority 
shareholders 

1,692 2,171 2,171 
    

NAV – Net Asset Value after deferred taxes 
per share (in NIS) for majority shareholders 14.9 19.0 19.0 

 
Shareholders' equity per share allocated to 
majority shareholders without deferred taxes 
(in NIS)  17.4 21.8 21.8 
 

The reduction in shareholders' equity charged to majority shareholders to the amount of 479 

million NIS over the course of the reported period derives largely from the following factors: 
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1. A loss of 167 million NIS for the reported period. 

2. A reduction in capital to the amount of 182 million NIS (after tax influence) following the 

revaluation of the shekel versus the currencies in which the Company is active in its various 

long term investments. 

3. A reduction in capital to the amount of 85 million NIS (after tax influence) due to the 

devaluation of financial assets available for sale. 

4. A reduction in capital following a declared dividend to the amount of 48 million NIS. 

5. An addition to capital to the amount of 3 million NIS from other capital reserve activities. 

 

Dividends 

In accordance with the Company's declared dividend policy, as established in the past 

by the Company's Board of Directors, the Board of Directors announced at the beginning of 

this year that the Company intends to distribute a minimum annual dividend in 2008 of NIS 

0.56 per share, to be paid in four quarterly payments. The Board of Directors may, at any time, 

take business considerations into account and, when permitted by law, alter the sums distributed as 

dividends. 

In accordance with the above, in June and September the Company paid total dividends 

amounting to 48 million NIS for the second and third quarters of 2008 and declared a dividend to the 

amount of 0.14 NIS per share (16 million NIS based on the Company's share capital as of the 

publication of this report) for the fourth quarter to be paid this coming December. 

 

Critical Accounting Estimates 

The preparation of the Financial Statements requires the Company's management to 

use estimates or assessments regarding transactions or matters, of which the final effect on the 

Financial Statements cannot be precisely determined when they are prepared. The main basis 

for determining the quantitative value of such estimates is assumptions that the Company's 

management decides to adopt, considering the circumstances involved in the estimate, as well 

as the best possible information it has when prepared. By their very nature, since these 

estimates and assessments are the result of using one's judgment in an environment of 

uncertainty, there are occasionally very significant changes in the basic assumptions resulting 

from changes that are not necessarily dependent on the Company's management, such as 

additional future information that the Company did not have when it made the estimate, could 

lead to changes in the quantitative value of an estimate, and thus also affect the financial 

position and operating results of the Company. Therefore, even though estimates or 

assessments are made using the best of management's judgment, the final quantitative effect 

of transactions or matters requiring estimates may only become clear when these transactions 
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or matters are concluded. In certain cases, the final outcome involved in the estimate could be 

significantly different from the quantitative amount that was determined when the estimate 

was made. 

Described below are accounting estimates with potentially significant influence, which the 

Company must perform when preparing its consolidated Financial Statements: 

Fair value changes of revenue-producing real estate – The Group determines the fair 

value of revenue-producing real estate in accordance with the provisions of International 

Standard No. 40. In determining fair value, the Company's management relied on the 

valuations of two independent appraisers. In its semiannual reports, the Company relies on 

professional appraiser performing reviews of the entirety of the Company's assets. The quarterly (first 

and third) changes are assessed mainly by an internal assessor and the Company's management and are 

revaluated only in the event that a significant change occurred in the value of a certain asset of the 

Company's. 

In determining fair value, the estimates take into account among other things the capitalization 

rates used to deduct future cash flows, the length of the rental period, the firmness of the tenants, the 

scope of available area in the property, the lengths of the lease agreements and the period required to 

rent out the buildings after vacating, vacancy time and scope for the properties, adjusting rental fees 

for over-rented or under-rented properties, implications deriving from investments needed for the 

development and/or maintenance of existing properties and deduction of uncovered operating costs in 

events in which assets are managed by deficit management companies. 

Changes in the assumptions used by these independent experts, combined with 

changes in the assessments of the Company's management, based on its accumulated 

experience, could lead to changes in the fair value recorded to the statement of operations, and 

thereby influence the Company's financial position and operating results. 

 

Financial Statement Approval Process 

The Company organ possessing ultimate control is its Board of Directors. Responsible 

for the financial statement preparation process is the Company's senior active management, 

headed by the Chief Financial Officer, monitored by the Company's President. Refer to 

Regulation 26A in the Periodic Report of the Company for the year 2007 for the names of the 

members of the Company's Board of Directors. The Company's Board of Directors has 8 

directors, 5 of whom meet the criteria prescribed in the regulations regarding accounting and 

financial capability, in accordance with their education and business experience. 

In Q4 2007 the Company's Board of Directors established a Financial Statements 

committee, which includes 3 directors meeting the criteria provided in the regulations 



23 

regarding accounting and financial qualifications, based on their education and business 

experience. The Financial Statements committee convenes before the submission of the final 

draft to the members of the Board of Directors, and invited to its meetings are the Company's 

President, CFO and accountants. In this framework they discuss significant issues arising from the 

financial data. Prior to the approval of these Financial Statements the Balance Sheet Committee 

convened for a single meeting. 

A draft of the Financial Statements is sent to the Board members several days before 

the Board of Directors meets. Before their approval, the full Financial Statements are 

presented to the Company's Board of Directors by a senior officer of the Company (generally 

the Company's President or CFO). Within this framework, the major financial data presented 

in the Financial Statements, the main changes that occurred in material items, their connection 

to the Company's business activities, and to the degree it is relevant, the related information 

included in the notes to the Financial Statements are reviewed with the board members. Also 

reviewed are significant financial reporting issues and material assessments used as a basis in 

determining the value of financial data. In special cases, which are characterized as very 

significant events or amounts, extensive information is presented to the Board of Directors, 

and subsequently, a thorough discussion is conducted. In addition, the Board is presented with the 

Financial Statement Committee's recommendations. 

Following the discussion on the Financial Statements and on the information presented to the 

Board by the Company senior executive, and after the accountants note the scope of the audit and 

their agreement that the Financial Statements are presented in accordance with the relevant 

regulations and generally accepted accounting principles, the Financial Statements are 

approved by the Company's Board of Directors. 

 

Information on Exposure to and Management of Market Risks 

1. The official responsible for the management of risks in the Company: the Company's President. 

For personal details see the report as per Regulation 26 in the 2007 Periodic Report. 

2. Market Risks to which the Corporation is Exposed: 

a. Group management estimates that the continuation and worsening of the crisis as described 

above under Financial Market Crisis may impact the Group's income from its activities in 

revenue-producing real estate in Israel and in markets in which the Group is active. These 

influences may be expressed in a slowdown and/or a decrease in demand with possible drops 

in prices and/or value of revenue producing real estate. A drop in stock prices may, among 

other things, have a negative impact on upholding financial relationships, and lead to increases 
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in financing costs, difficulties in securing financing sources and difficulties in refinancing 

existing loans.  

b. Amot, which is engaged in the Israeli revenue-producing real estate market, is exposed to risks 

including: a decline in the demand for rental space, a decrease in rental prices, increase in the 

cost of raising capital and the financial stability of major tenants. 

c. Some of the Group's continuing operations are carried out through the holding of stock in 

companies possessing revenue-producing real estate in Switzerland, Israel, Canada, the U.S. 

and Italy. Consequently, changes in interest rates, in rates of exchange and in the demand for 

real estate in the countries in question may have critical influence on the Group's business 

results. In addition, volatility in the stock markets in which the shares of said companies are 

traded may impact the ability to realize them and their future value, if and when the Group 

wishes to sell these investments. 

d. The Group is dependant on all matters related to the capital market activity throughout which 

the Group floats capital and debt. This activity is subject to volatility due to the influence of 

economic factors in Israel and abroad, beyond the Group's control. These fluctuations 

influence the prices of securities traded on the stock exchanges as well as the level of public 

involvement in the capital market. Hence, these fluctuations will also influence the group and 

the options at its disposal for the securing of additional financing needed for its activities. 

e. The Company has CPI-linked shekel-based financing sources (largely debentures). 

Consequently, the Group is exposed to changes in CPI increase rates. 

f. The Group is exposed to changes in short and long term interest rates in the international 

markets in which the Group operates. Below are details on the balances of long term loans 

taken at variable interest:   

 In Dollars U.S. 
In Canadian 

Dollars In Swiss Francs 

 Millions of NIS Millions of NIS Millions of NIS 

Balance as of the 
balance sheet date 

184 562 818 

 

g. The following is data on the surplus of assets denominated in foreign currency over liabilities 

in the consolidated balance sheet dated September 30 2008: 
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Balance Sheet 
Balances in 

Foreign Currency In Dollars 
U.S. 

In Dollars 
Canadian 

In Swiss 
Francs 

In Euros 
and 

Swedish 
Kronas 

In Pounds 
Sterling Total 

 Thousand
s of NIS 

Thousand
s of NIS 

Thousand
s of NIS 

Thousand
s of NIS 

Thousand
s of NIS 

Thousand
s of NIS 

Non-Monetary 
assets, net 37,482 - 1,578,621 11,029 61 1,627,193 

Surplus Monetary 
assets (liabilities), 
net, as provided in 
Appendix A, 
Section 1  

193,095 490,721 (804,732) 83,629 170,800 133,515 

Net assets, allocated 
to discontinued 
operations 

- - - - 1,824 1,824 

Surplus foreign-
currency assets over 
liabilities 

230,577 490.721 773.889 94,658 172,685 1,762,530 

  

The sum total of the Group's surplus of assets over liabilities in foreign currency as 

denoted above amounts to 1.76 billion NIS, representing 104% of the Company's equity 

charged to Company shareholders. 

Over the course of the reported period, the shekel underwent significant revaluation compared 

to the other currencies in which the Company operates. These currency changes led to the fact 

that over the course of the reported periods the Company's shareholders' equity charged to 

majority shareholders decreased by an amount of 265 million NIS (after tax). Of the above 

sum some 83 million NIS were charged to the Statement of Operations while some 182 

million NIS were charged directly to equity.  

Debentures issued by the Group and a portion of its long term bank loans are linked to 

increases in the CPI. Over the course of the reported period the CPI increased by 5%, which 

led to a 147 million NIS (before tax) decrease in the Group's profitability. 

The Group has marketable securities, the value of which is influenced by fluctuations in 

securities rates. 

h. Fair Value of Financial Instruments 

The Group's financial instruments consist largely of cash and cash equivalents, deposits, 

marketable securities, other receivables, long term investments in marketable securities, short 

term bank credit, creditors and credit balances and long term financial liabilities. 

The table below provides sensitivity of the value of loans bearing fixed interest, 

according to the changes in fixed interest (in thousands of NIS): 
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Sensitive 
Instruments 

Gain (Loss) from Changes Gain (Loss) from Changes 

 Increase in Fixed Interest Rate Decrease in Fixed Interest Rate 

 +10% +5% 

Fair Value as 
of September 
30 2008 (*) 

-5% -10% 

Foreign currency – 
Canadian dollars 1,432 719 122,823 (725) (1,455) 

CPI linked loans 32,746 16,554 1,064,123 (16,925) (34,230) 

CPI linked 
debentures 5,954 3,018 156,874 (3,103) (6,296) 

Total 40,132 20,291 1,343,820 (20,753) (41,981) 

(*)Fair value amount does not necessarily represent the balance presented in the Financial Statements. 
 

The table below provides sensitivity tests of the value of investments in fixed interest 

debentures in accordance with changes in exchange rates (in thousands of NIS): 

Sensitive 
Instruments 

Gain (Loss) from Changes Gain (Loss) from Changes 

 Increase in Fixed Interest Rate Decrease in Fixed Interest Rate 

 +10% +5% 

Fair Value as 
of September 
30 2008 (*) 

-5% -10% 

Foreign currency – 
Canadian dollars 1,405 705 120,915 (710) (1,427) 

(*)Fair value amount does not necessarily represent the balance presented in the Financial Statements. 
 

The table below provides sensitivity of the value of assets and liabilities denominated in 

foreign currency, to changes in exchange rates (in thousands of NIS): 
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Sensitive Instruments Gain (Loss) from Changes Gain (Loss) from Changes 

 Increase in Rates of 
Exchange 

Decrease in Rates of 
Exchange 

 +10% +5% 

Fair Value 
as of 

September 
30 2008 

-5% -10% 

Assets-      

Long term marketable securities in 
Swiss Francs 146,187 73,093 1,461,870 (73,093) (146,187) 

Cash in Swiss francs 438 219 4,376 (219) (438) 

Long term marketable securities in 
Canadian dollars 110,287 55,144 1,102,868 (55,144) (110,287) 

Cash in Canadian dollars 2,852 1,46 28,519 (1,426) (2,852) 

Long term marketable securities in 
dollars 36,848 18,424 368,481 (18,424) (36,848) 

Cash in dollars 2,187 1,093 21,866 (1,093) (2,187) 

Long term marketable securities in 
euros 8,321 4,160 83,208 (4,160) (8,321) 

Cash in euros 47 24 472 (24) (47) 

Cash in pounds sterling 2,568 1,284 25,683 (1,284) (2,568) 

Total 309,735 154,867 3,097,343 (154,867) (309,735) 

Liabilities – (**)      

Dollar loans (18,439) (9,220) 184,390 9,220 18,439 

Canadian dollar loans (56,240) (28,120) 562,403 28,120 56,240 

Canadian dollar debentures (12,282) (6,141) 122,823 6,141 12,282 

Swiss franc loans (81,796) (49,898) 817,960 40,898 81,796 

Total (168,757) (84,379) 1,687,576 84,379 168,757 

      

(*) Fair value amount does not necessarily represent the financial statement balance. 
(**) Not including credit in insignificant amounts 
 

The following table details sensitivity tests for the values of marketable debentures issued by 

the Group (in thousands of NIS):  

Sensitive Instruments Profit (Loss) from Changes Profit (Loss) from Changes 

 Increase in Value Decrease in Value 

 +10% +5% 

Fair Value* as 
of September 

30 2008 
-5% -10% 

Marketable debentures 
issued by the Group (281,147) (140,574) 2,811,472 140,574 281,147 

(*) The fair value sum does not necessarily represent the balance presented in the Financial Statements. 
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3. The Corporation's Risk Management Policy 

a. The Group finances its foreign investments using foreign currency, each country with its 

respective investment currency, with the exception of shareholders' equity, which is invested 

and shall be invested in overseas investments and financed by CPI-linked sources. 

b. It is the Company's practice to occasionally execute forward, swap and swaption transactions, 

primarily to hedge interest rates and rates of exchange of the currencies relevant for the 

Group's activities, in accordance with developments in international markets and executive 

decisions. Most of the trading is to prevent economic exposure. 

c. The Company's policy as regards derivative transactions is to only operate opposite banks, as 

they are obligated to meet capital adequacy requirements and maintain a level of collateral. 

d. Over the course of the reported period no changes occurred in market risk management policy. 

Regarding hedging transactions to minimize exposure to CPI increases in Israel, see Section 2 

of Appendix A below. 

 

4. Means of Monitoring and Realizing Policies 

The Company's President regularly monitors developments in relevant markets. The Company's 

Board of Directors has decided that the Company President shall report regularly to the Chairman 

of the Board on existing levels of exposure. In the event of exceptional developments in currency 

markets and in interest rates, they evaluate available data, and from time to time decisions are 

made to trade in the derivatives market, so as to hedge interest and exchange rate differential risks. 

The Company's Board of Directors has not set quantitative limits, and it receives reports on any 

developments in this field on a quarterly basis. 

 

5. Linkage Bases Statement 

Linkage basis balance sheet – see Appendix A of the Board of Directors' Report, Section 1.  

 

6. Positions in Derivatives 

See Appendix A of the Board of Directors' Report, Section 2. 

 

The Company's Board of Directors would like to thank the holders of Company securities for the 

confidence they have expressed in the Company. 

 

Aviram Wertheim  Nathan Hetz 

Chairman of the Board  Director and 

President 
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Appendix A – Report of the Board of Directors on the State of the Corporation's Affairs  

1. Linkage Basis Balance Sheet for Monetary Balances 

As of 
September 30 

2008 
In Dollars 

U.S. 
In Dollars 
Canadian 

In Swiss 
Francs 

In 
Pounds 
Sterling 

In Euros &  
Swedish 

Kronas (*) 
CPI 

Linked Unlinked Adjustments Total 

 In Thousands of NIS 

Current Assets          

Cash and cash 
equivalents 21,866 28,519 4,376 25,683 472 - 1,216,269 - 1,297,185 
Deposits and 
marketable 
securities 146 10,905 - - - - 49,611 - 60,662 
Accounts 
receivable and 
debit balances - 27,917 18,000 3 8,907 11,607 9,955 21.708 98,097 
 22,012 67,341 22,376 25,686 9,379 11,607 1,275,835 21,708 1,455,944 
Securities 
available for 
sale designated 
for fair value 
against 
gain/loss 368,454 981,952 - 144,160 83,285 - 24,764 - 1,602,615 
Other 
investments - 115,008 - 1,126 - - 455 - 116,589 
Total 
monetary 
assets 390,466 1,164,301 22,376 170,972 92,664 11,607 1,301,054 21,708 3,175,148 
          
Current 
Liabilities          
Short term 
credit 12,968 48,151 819,747 - 9,035 174,525 17,303 - 1,081,729 
Accounts 
payable and 
credit balances 863 5,828 7,361 172 - 119,837 66,482 - 200,543 
 13,831 53,979 827,108 172 9,035 294,362 83,785 - 1,282,272 
Long term 
liabilities          
Debt 
component of 
convertible 
debentures - - - - - 10,277 - - 10,277 
Debentures - 105,346 - - - 3,092,609 6,968 - 3,204,923 
Bank loans 183,540 514,255 - - - 1,093,403 - - 1,791,198 
Receipts on 
account of 
options - - - - - 11,294 -  - 11,294 
Deferred taxes 
and others - - - - - 18,177 1,005 309,410 328,592 
 183,540 619,601 - - - 4,225,760 7,973 309,410 5,346,284 
 _________ _________ _________ _________ _________ _________ __ ______ _______ ___________ 

Total 
monetary 
liabilities  197,371 673,580 827,108 172 9,035 4,520,122 91,758 309,410 6,628,555 
 _________ _________ _________ _______ _______ _________ ________ ________ ___________ 

Surplus 
monetary 
liabilities over 
monetary 
assets 193,095 490,721 (804,732) 170,800 83,629 (4,508,515) 1,209,296 (287,7022) (3,453,408) 
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(*) With the exception of short term credit to the amount of 9,035 thousand NIS in Swedish Kronas, all balances 
are in euros. 

 

2. Positions of Derivatives 

The following is a description of the positions in derivatives as of the balance sheet date: 

For hedging purposes and to reduce the Company's exposure to future changes in the rate of increase 

of the CPI in Israel, the Group executed seven swap transactions in September and October 2006 

totaling NIS 550 million, for a period of approximately two years each. The transactions essentially fix 

the CPI increase rate for liabilities in the above amount to a weighted rate of 3.31% for the entire 

period. In the reported period, the Company recorded a gain of NIS 17 million on these transactions. 

All the transactions in question were completed by the approval of the Financial Statements. 
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Brightman Almagor Zohar & Co.  
1 Azrieli Center Tel Aviv 67021        
P.O. Box 16593 Tel Aviv 61164 

 
Board of Directors of 
Alony-Hetz Properties and Investments Ltd. 
Ramat Gan 
 
Dear Sir/Madam, 
 
Subject: Review of Unaudited Interim Concise Consolidated Financial Statemenst 
  For the Nine and Three Month Periods Ending September 30 2008 
 

At your request, we have reviewed the Interim Concise Consolidated Financial Statements of 
Alony-Hetz Properties and Investments Ltd., as follows: 

- Balance sheet dated September 30 2008 

- Statement of Operations for the nine and three month periods ending September 30 2008. 

- Report on Changes in Equity for the nine and three month periods ending September 30 2008. 

- Cash Flow Report for the nine and three month periods ending September 30 2008. 

Our review was carried out in accordance with procedures set by the Institute of Certified Public 
Accountants in Israel. These procedures included: reading the aforementioned Financial Statements, 
reading minutes of shareholder assemblies and of Board meetings and those of its committees and 
interviewing those responsible for financial and accounting matters.  

We were presented with reports issued by other accountants concerning the review of Interim 
Financial Statements of consolidated companies and of other corporations, the assets of which consist 
of 19% of all assets included in the September 30 2008 Interim Balance Sheet, and their revenues and 
profits consist of 25% and 35% of all assets included in the Interim Consolidated Statements of 
Operations for the nine and three month periods ending on that date. In addition, we were presented 
with reports issued by other accountants concerning the review of interim financial statements of 
affiliated companies in which the balance of the Company's investments as of September 30 2008 
amounted to 1,579 million NIS and of which the Company's portion of the results of their activities for 
the nine and three month periods ending said date amounted to 85 and 18 million NIS, respectively. 

As the performed review was limited in scope and cannot be considered an examination in 
accordance with generally accepted accounting standards, we cannot express out opinion concerning 
the Interim Concise Financial Statements. 

In conducting our review, including perusing the reviewing reports of other accountants, as 
mentioned above, nothing was brought to our attention so as to indicate that any significant changes 
were required to the reports in question, so that they be considered Interim Financial Statements 
prepared in accordance with IAS 34, Interim Financial Reporting, and in accordance with Chapter D 
of the Securities Regulations (Periodic and Immediate Reports), 5730-1970. 

Brightman Almagor & Co. 
Certified Public Accountants 
 
Tel-Aviv, November 24 2008 
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Alony-Hetz Properties and Investments Ltd, 
 

Consolidated Balance Sheets 

 
 

 
 

    As of September 30  
As of 

December 31 

    2008  2007 (*)  2007 

    
Thousands of 

NIS  
Thousands of 

NIS  
Thousands of 

NIS 

    (Unaudited)   

Assets        

         

         

Current Assets        

Cash and cash equivalents   1,297,185  541,569  1,062,808 

Deposits and marketable securities   60,662  71,147  83,780 

Trade receivables   12,050  11,805  11,037 

Current tax assets, net   20,679  11,212  12,363 

Accounts receivable and debit balances  65,368  56,091  55,538 

Debit balances from discontinued operations  4,140  5,256  4,547 

         

 Total current assets   1,460,084  697,080  1,230,073 

         

         

         

Non-Current Assets        

Investment real estate   3,943,410  3,292,968  3,605,285 

Long-term investments in securities        

 Securities available for sale   1,502,231  2,233,684  1,992,367 

 
Securities designated for fair value against 
gain/loss   100,384  123,851  126,096 

 Securities held to redemption   115,008  --  143,393 

Investment in affiliated companies   1,626,165  1,569,462  1,729,692 

Deferred taxes   698  2,041  6,855 

Fixed assets, net   16,717  16,729  16,548 

Long term debit balances   1,581  21,311  1,554 

 Total non-current assets   7,306,194  7,260,046  7,621,790 

         

 Total assets   8,766,278  7,957,126  8,851,863 

 
(*) Matches retroactively - see Note 2.c.        
 
The accompanying notes are an integral part of the Financial Statements 



33 

Alony-Hetz Properties and Investments Ltd, 
Consolidated Balance Sheets 

 

     As of September 30  
As of 

December 31 

     2008  2007  (*)  2007 

     
Thousands of 

NIS  
Thousands of 

NIS  
Thousands of 

NIS 

     (Unaudited)   

 Liabilities and Shareholders' Equity       
          
 Current Liabilities        
 Short term credit and current maturities of long term loans 965,938  106,702  573,045  
 Current maturities of debentures  115,791  107,741  111,345  
 Current tax liabilities, net  21,850  82,951  114,139  
 Payables and credit balances  154,417  154,323  168,434  
 Liabilities from discontinued operations 2,316  11,437  3,022 
          
  Total current liabilities  1,260,312  463,154  969,985  

          
 Non-Current Liabilities       
 Debentures   3,204,923  2,638,569  3,134,814  
 Loans from banks and other lenders  1,791,198  1,727,660  1,677,946  
 Debt element of convertible debentures 10,277  17,270  10,401  
 Options exercisable for shares and conversion option of debentures 11,294  92,477  44,496  
 Deferred taxes 294,411  393,418  346,239  
 Provisions 24,276  31,814  24,826  
 Other   34,181  16,931  28,900  

        
  Total non-current liabilities  5,370,560  4,918,139  5,267,622  

          
Shareholders' Equity        
 Shareholders' equity allocated to Company shareholders 1,691,502  2,221,117  2,171,385  
 Minority interest   443,904  354,716  442,871  

  Total shareholders' equity  2,135,406  2,575,833  2,614,256  
           
  Total liabilities and shareholders' equity  8,766,278  7,957,126  8,851,863  

           
 (*) Matches retroactively - see Note 2.c.       
          
  The accompanying notes are an integral part of the Financial Statements     

       

 
On behalf of the Board of Directors       

  Aviram Wertheim     Chairman of the Board   

          

  Natan Hetz     Board Member and CEI   

          

  Oren Frankel     Chief Financial Officer   

          

November 24 2008        

Approval date of the Financial Statements       

 



For the Year Ending
December 31

2008 (*) 2007 2008 (*) 2007 2007
Thousands of NIS

Revenue and Income
Rental and management fee income from investment real estate 231,315 216,351 80,928 71,328 287,232 
Fair value adjustment of investment real estate and gains from its sale 112,026 236,409 410 65,489 364,351 
Dividend income from investment in available for sale securities 92,614 62,159 35,812 21,283 87,724 

(625) 132,292 (1,934) 21,739 134,753 
 The Group's equity in earnings of affiliates, net 80,401 59,006 18,509 19,940 123,035 

1,002 (35) (1,199) (339) (46)
516,733 706,182 132,526 199,440 997,049 

Costs, Expenses and Losses
Operating and rental costs of investment real estate 33,735 24,560 11,474 8,686 32,357 
General and administrative 35,437 33,286 12,247 13,727 45,395 
Charitable contributions 681 2,400 225 1,150 3,900 
Loss from realization and adjustment of fair value of long term securities, net 20,321 (9,978) 3,490 (343) (2,406)
Loss from depreciation of securities available for sale 182,089 14,177 47,909      --     200,672 

(32,901) (16,238) (262) (58,721) (48,003)
Financing income (64,293) (33,554) (31,833) (9,397) (40,208)
Financing expenses 439,609 251,874 169,839 113,025 323,221 

614,678 266,527 212,270 68,127 514,928 

Income (loss) before taxes on income (97,945) 439,655 (79,744) 131,313 482,121 
Taxes on income 52,760 113,746 (7,678) 16,813 123,237 

Income (loss) from continuing operations after taxes on income (140,705) 325,909 (72,066) 114,500 358,884 
Income from discontinued terminated operations, net      --         --      --         -- 7,601 

Net profit (loss) for the period (140,705) 325,909 (72,066) 114,500 366,485 

Division of  net income (loss) for the period (in NIS)
Majority shareholders' interest in net income (loss) for the period (167,111) 279,019 (73,548) 99,852 297,119 
Minority shareholders' interest in net income (loss) for the period 26,406 46,890 1,482 14,648 69,366 

(140,705) 325,909 (72,066) 114,500 366,485 

 

Net profit (loss) per share allocated to Company majority shareholders (in NIS): 

Basic
From continuing operations (1.47) 2.57 (0.65) 0.90 2.64 
From discontinued operations      --          --          --          --     0.07 
Total (1.47) 2.57 (0.65) 0.90 2.71 

Fully diluted:
From continuing operations (1.49) 2.27 (0.65) 0.41 2.13 
From discontinued operations      --          --          --     0.07 
Total (1.49) 2.27 (0.65) 0.41 2.20 

Weighed average of the share capital used 
in calculating earnings per share (thousands of shares):

Basic 113,577 108,765 113,596 110,898 109,632 

Fully Diluted 114,838 116,531 114,838 116,757 116,576 

The accompanying notes are an integral part of the Financial Statements

 Gains (losses) from  decreases in shareholding percentage and sale of 

investments in held companies

Other income (expenses), net

Fair value adjustment of options exercisable for shares and conversion 

option of debentures

Ending September 30

Alony-Hetz Properties and Investments Ltd
Consolidated Statement of Operations

For the 9 Month Period

(Unaudited)

For the 3 Month Period
Ending September 30

(Unaudited)
Thousands of NIS Thousands of NIS
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Capital 
Reserve

Capital from Option Capital 
Reserve Letters Reserve

From the to Employees from Financial Company Total 
Option and Other Assets Shares Attributed Total

Share Stock Letter Capital Available Held by to Company Minority Equity 
Capital Premium Receipts Activity Reserves for Sale the Group Surpluses Shareholders Rights Capital

Balance as of January 1 2008  135,353  951,893  23,549 (21,606) 9,197 424,107 (33,407) 682,299 2,171,385 442,871 2,614,256 

Profit (loss) charged directly to shareholders' equity      --     

Adjustments deriving from translation of financial statements of overseas operations
 foreign activity, net (155,202) (155,202) (155,202)

 Capital reserves from the hedging of cash flow originating in affiliated company (4,123) (4,123) (4,123)

Fair value adjustment of financial assets available for sale (*) (288,132) (288,132) (288,132)

Charge to capital of exchange rate differences for loans designated  
to hedge investment in affiliated company constituting overseas operations 71,240 71,240 71,240 

Charge to gain/loss of exchange rate differentials 
on hedged financial assets designated for sale  99,870  99,870  99,870

Total profit (loss) directly charged to shareholders' equity      --          --          --     (83,962) (4,123) (188,262)      --          --     (276,347)      --     (276,347)

Writing off capital fund for loss of holding rate in affiliated company 1,342 45 1,387 1,387 

Charging capital fund for financial assets available for sale to gain/loss (**)  3,228 3,228 3,228 

Net profit (loss) for the period (167,111) (167,111) 26,406 (140,705)

Total Net profit (loss) for the period      --          --          --     (82,620) (4,078) (185,034)      --     (167,111) (438,843) 26,406 (412,437)

Dividend declared and paid to Company majority shareholders due to their sale (47,710) (47,710) (47,710)

     --     (28,173) (28,173)

Conversion of debentures to shares, net  116  1,304  1,420 1,420 

Charging option letter benefits to employees 5,250 4,250 2,800 8,050 

Balance as of September 30 2008 135,469 953,197 23,549 104,226 10,369 239,073 (33,407) 467,478 443,904 443,904 2,135,406 

(*) Net, after tax of 99,478 thousand NIS

The accompanying notes are an integral part of the Financial Statements

Translation
of Foreign

Minority dividends in consolidated companies

(*) Net, after tax of 2,250 thousand NIS

Alony-Hetz Properties and Investments Ltd
Statement of Changes in Shareholders' Equity

For the Nine Month Period Ending Sept 30 2008 (Unaudited)
(Thousands of NIS)
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Capital 
Reserve

Capital from Option Capital 
Reserve Letters Reserve

From the to Employees from Financial Company Total 
Option and Other Assets Shares Attributed Total

Share Stock Letter Capital Available Held by to Company Minority Equity 
Capital Premium Receipts Activity Reserves for Sale the Group Surpluses Shareholders Rights Capital

Balance as of January 1 2007 124,252 740,494 (*) 23,549 (12,040) 2,874 662,726 (17,639) 518,067 (*) 2,042,283 277,703 2,319,986 

 Influence of the first application of the book value method on
 investment previously classified as financial asset available for sale (1,665) 5,192 (142,900) 39,231 (100,142) (100,142)

124,252 740,494 23,549 (13,705) 8,066 519,826 (17,639) 557,298 1,942,141 277,703 2,219,844 
Profit (loss) charged directly to shareholders' equity

Adjustments deriving from translation of financial statements of 
 foreign activity, net 5,453 5,453 3,884 9,337 

 Capital reserves from the hedging of cash flow originating in affiliated company (1,538) (1,538) (1,538)

Fair value adjustment of financial assets available for sale (*) (6,144) (6,144) (6,144)

Charge to capital of exchange rate differences for loans designated  
to hedge investment in affiliated company constituting overseas operations (4,251) (4,251) (4,251)

Charge to gain/loss of exchange rate differentials 
on hedged financial assets designated for sale (19,426) (19,426) (19,426)

Total profit (loss) directly charged to shareholders' equity      --          --          --     1,202 1,538 (25,570)      --          --     (25,906) 3,884 (22,022)

Charging capital fund for financial assets available 
for sale to gain/loss (***) 8,848 8,848 8,848 

Net profit (loss) for the period 279,019 279,019 46,890 325,735 

Total Net profit (loss) for the period      --          --          --     1,202 (1,538) (16,722)      --     279,019 261,961 50,774 312,735 

Dividend paid to Company majority shareholders (156,235) (156,235) (156,235)

     --     (17,773) (17,773)

Conversion of debentures to shares, net 1,888 35,106 36,994 36,994 

Exercising options to shares 5,668 122,040 127,708 127,708    

Issuing shares to employees 204 3,996 4,200 4,200 

Charging option letter benefits to employees 4,348 4,348 2,679 7,027 

Issuing shares to minority in consolidated company      --     11,100 11,100 

Purchasing shares of consolidated company by the minority      --     30,233 30,233 

Balance as of September 30 2007 132,012 901,636 23,549 (12,503) 10,876 503,104 (17,639) 680,082 2,221,117 354,716 2,575,833 

(*) Reclassified
(*) Net, after tax of 26,902 thousand NIS

The accompanying notes are an integral part of the Financial Statements

Translation
of Foreign

Minority dividends in consolidated companies

(*) Net, after tax of 4,111 thousand NIS

Alony-Hetz Properties and Investments Ltd
Statement of Changes in Shareholders' Equity

(For the Nine Month Period Ending September 30 2007 (Unaudited
(Thousands of NIS)
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Capital 
Reserve

Capital from Option Capital 
Reserve Letters Reserve

From the to Employees from Financial Company Total 
Option and Other Assets Shares Attributed Total

Share Stock Letter Capital Available Held by to Company Minority Equity 
Capital Premium Receipts Activity Reserves for Sale the Group Surpluses Shareholders Rights Capital

Balance as of July 1 2008  135,469  953,197  23,549 (70,713)  16,780  313,371 (33,407)  556,930 1,895,176 445,378 2,340,554 

Profit (loss) charged directly to shareholders' equity

Adjustments deriving from translation of financial statements of 

 foreign activity, net (71,957) (71,957) (71,957)

 Capital reserves from the hedging of cash flow originating in affiliated company      --     (8,206) (8,206) (8,206)

Fair value adjustment of financial assets available for sale (*) (74,298) (72,675) (72,675)

Charge to capital of exchange rate differences for loans designated  

to hedge investment in affiliated company constituting overseas operations  37,102 37,102 37,102 

Charge to gain/loss of exchange rate differentials 

on hedged financial assets designated for sale (1,623) (1,623) (1,623)

Total profit (loss) directly charged to shareholders' equity      --          --          --     (34,855) (8,206) (74,298)      --          --     (117,359)      --     (117,359)

Writing off capital fund for loss of holding rate in affiliated company 1,342 45 1,387 1,387 

Charging capital fund for financial assets available 
for sale to gain/loss (**)

Net profit (loss) for the period (73,548) (73,548) 1,482 (72,066)

Total Net profit (loss) for the period      --          --          --     (33,513) (8,161) (74,298)      --     (73,548) (189,520) 1,482 (188,038)

Dividend paid to Company majority shareholders (15,904) (15,904) (15,904)

     --     (3,973) (3,973)

Conversion of debentures to shares, net      --     

Charging option letter benefits to employees  1,750 1,750  1,017 2,767 

Balance as of June 30 2008 135,469 953,197 23,549 (10,426) 10,369 239,073 (33,073) 467,478 1,691,502 443,904 2,135,406 

(*) Net, after tax, to the amount of 30,993 thousand NIS.

The accompanying notes are an integral part of the Financial Statements

Translation
of Foreign

Minority dividends in consolidated companies

Alony-Hetz Properties and Investments Ltd
Statement of Changes in Shareholders' Equity

For the Three Month Period Ending September 30 2008 (Unaudited)

(Thousands of NIS)
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Capital 
Reserve

Capital from Option Capital 
Reserve Letters Reserve

From the to Employees from Financial Company Total 
Option and Other Assets Shares Attributed Total

Share Stock Letter Capital Available Held by to Company Minority Equity 
Capital Premium Receipts Activity Reserves for Sale the Group Surpluses Shareholders Rights Capital

Balance as of July 1 2007  131,372  889,101 (*)  23,549 (7,840)  13,636  530,257 (17,639)  595,426 (*)  2,157,862  314,206  2,472,068

Profit (loss) charged directly to shareholders' equity

Adjustments deriving from translation of financial statements of 
 foreign activity, net 8,700      --          --          --          --     (8,700) (8,700)

 Capital reserves from the hedging of cash flow originating in affiliated company (4,955)      --          --          --     (4,955) (4,955)

Fair value adjustment of financial assets available for sale (**)      --     (40,073)      --          --     (40,073) (40,073)

Charge to capital of exchange rate differences for loans designated  
to hedge investment in affiliated company constituting overseas operations 4,037      --          --     --         --     4,037 4,037 

Charge to gain/loss of exchange rate differentials 
on hedged financial assets designated for sale 12,020 12,920 12,920 

Total profit (loss) directly charged to shareholders' equity     --          --          --     (4,663) (4,955) (27,153)      --          --     (36,771)      --     (36,771)

Net profit (loss) for the period  99,852  99,852 14,648 114,500 

Total Net profit (loss) for the period     --          --          --     (4,663) (4,955) (27,153)      --      99,852  63,081  14,648 77,729 

Dividend declared and paid for Company  shareholders (15,196) (15,196) (15,196)

     --     (3,032) (3,032)

Conversion of debentures to shares, net 82  989  1,071 (1,071)

Exercising options to shares 552  558  12,104 12,104        

Charging option letter benefits to employees 2,195  2,195 893 3,088 

Purchasing shares of consolidated company by the minority      --     28,001 28,001 

Balance as of September 30 2007 132,012 901,636 23,549 (12,503) 10,876 503,104 (17,639) 680,082 2,221,117 354,716 2,575,833 

(*) Reclassified
(**) Net, after tax of 11,044 thousand NIS

The accompanying notes are an integral part of the Financial Statements

Minority dividends in consolidated companies

Translation
of Foreign

Alony-Hetz Properties and Investments Ltd
Statement of Changes in Shareholders' Equity

For the Three Month Period Ending September 30 2007 (Unaudited)
(Thousands of NIS)
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Capital 
Reserve

Capital from Option Capital 
Reserve Letters Reserve

From the to Employees from Financial Company Total 
Option and Other Assets Shares Attributed Total

Share Stock Letter Capital Available Held by to Company Minority Equity 
Capital Premium Receipts Activity Reserves for Sale the Group Surpluses Shareholders Rights Capital

Balance as of January 1 2007  124,252  740,494  23,549 (12,040) 2,874 662,726 (17,639)  518,067  2,042,283  277,703  2,319,986

  Influence of the initial implementation of the book value method on
investments classified in the past as financial assets available for sale (1,665)  5,192 (142,900) 39,231 (100,142) (100,142)

 124,252  740,494  23,549 (13,705)  8,066  519,826 (17,639)  557,298  1,942,141  277,703  2,219,844
Profit (loss) charged directly to shareholders' equity

Adjustments  from translation of financial statements
 of overseas operations, net (4,547) (4,547) 2,524 (2,023)     --     

 Capital reserves from the hedging of cash flow originating in affiliated company (4,387) (4,387) (4,387)     --     
Fair value adjustment of financial assets available for sale (*) (240,675) (240,675) (240,675)

Charge to capital of exchange rate differences for loans designated to 
 hedge investment in affiliated company constituting overseas operations (3,354) (3,354) (3,354)

     --     

Charge to gain/loss of exchange rate differentials 
on hedged financial assets designated for sale (33) (33) (33)

Total profit (loss) directly charged to shareholders' equity      --          --          --     (7,901) (4,387) (240,708)      --          --     (252,996) 2,524 (250,472)

Charge to capital reserve for financial assts available for sale to gain/loss 
due to their sale (**)  144,989  144,989 144,989 +

Net income for the year  297,119  297,119 69,366 366,485 

Total profit for the year      --          --          --     (7,901) (4,387) (95,719)      --      297,119  189,112 71,890 261,002 

Dividend declared for Company's majority shareholders (172,118) (172,118) (172,118)     --     
Dividend for minority shareholders in subsidiary      --     (21,385) (21,385)     --     
Conversion of debentures to shares, net  2,351  40,387 42,738 42,738      --     
Exercise of options for shares  8,546  167,016 (15,768) 159,794 159,794      --     
Issuance of shares to employees  204  3,996 4,200 4,200      --     

5,518  5,518 3,572 9,090      --     
Stock issue to subsidiary minority      --     79,843 79,843      --     
Purchase of subsidiary's shares by minority shareholders      --     31,248 31,248      --     
Balance as of December 31 2007 135,353 951,893 23,549 (21,606) 9,197 424,107 (33,407) 682,299 2,171,385 442,871 2,614,256 

 Net, after tax of 102,233 thousand NIS (*) 
 Net, after tax of 54,465 thousand NIS(**)

The accompanying notes are an integral part of the Financial Statements

Translation
of Foreign

Benefit charged for employee options

Alony-Hetz Properties and Investments Ltd
Report on Changes in Equity Capital

For the Year Ending December 31 2007 
(Thousands of NIS)
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For the Year Ending

December 31

2008 2007 (*) 2008 2007 (*) 2007

Thousands of NIS Thousands of NIS Thousands of NIS Thousands of NIS Thousands of NIS

Cash Flows - Current Activities

Net gain (loss) for year per statement of operations (140,705) 325,909 (72,066) 114,500 366,485 

Adjustments to reconcile net income to net cash provided by  

continuing operating activities - Appendix A 318,805 (164,812) 110,565 (110,747) (175,177)

Net cash deriving from continuing  operating activities 178,100 161,097 38,499 3,753 191,308 

Discontinued operating activities (2,826) (212) (2,529) 11 (202)

Net cash provided by current operating activities 175,274 160,895 35,970 3,764 191,106 

Cash Flows - Investment Activities

Investments in fixed assets and in investment real estate (232,297) (232,297) (200,605) (215,487) (1,275,083)

(86,587) 628,401 6,599 628,336 1,075,451 

(74,079) (963,812) (28,098) (243,895) (1,044,406)

Investment in marketable securities held to redemption      --          --          --          --     (153,994)

Proceeds from the repayment of securities held to redemption 12,002      --     5,362      --          --     

Proceeds from the realization of long term securities --    14,135      --          --     14,135 

Investments in affiliated companies, net (42,239) (2,761) (1,894) (882) (105,728)

2,973 202,783 2,973 (49,237) 202,783 

Sale of subsidiary's shares, net (payment of taxes for the sale of stocks) (2,676) 37,330      --     34,530 37,330 

Receipts related to investment in other company that was realized, net      --     66,255      --     7,468 66,255 

Increase in deposits and marketable securities, net (236) (44,364) (150) (46,637) (50,329)

First-time consolidation of a proportionally consolidated subsidiary (Appendix B)      --          --          --          --     (20,917)

Others, net 382  442      --     (84) 584 

Net cash used for investment activity (422,757) (746,486) (215,813) 114,112 (1,253,919)

Cash Flows - Financing Activity

Long term loans received net of loan costs 1,275,552 401,349 321,260      --     401,349 

Repayment of long term loans (159,847) (366,457) (39,338) (170,935) (381,302)

Proceeds from the issue of debentures and the exercise of options to debentures

by the Group, less wrapped-in interest (interest payment)       --     745,682      --     (11,798) 1,331,800 

Repayment of debentures (5,935) (17,707) (2,805) (14,936) (117,714)

Early repayment of debentures (45,346)      --     (45,346)      --          --     

Increase (decrease) in short term bank credit (461,204) (1,970) (10,702) 20,078 449,566 

     --     14,691      --          --     83,413 

Proceeds from the exercise of options and the sale of dormant shares      --     70,142      --     4,930 87,263 

Dividends paid to Company shareholders (47,710) (156,235) (15,904) (15,196) (172,118)

Dividend paid to minority shareholders (28,173) (17,773) (3,973) (3,032) (21,385)

Net cash provided by financing activities 527,337 671,772 203,192 (190,889) 1,660,872 

Increase (decrease) in cash and cash equivalents 279,854     86,121          23,349       (73,013)         598,059          

Increase (decrease) in cash from discontinued operations 2,526 97                 2,716 7 (17)

Effect changes in exchange rates on foreign-currency cash balances (48,003) (3,572) (2,716) (856) 5,843 

Cash and cash equivalents balance - at the beginning of the period 1,062,808 458,923 1,273,299 615,431 458,923 

Cash and cash equivalents balance - at the end of the period 1,297,185 541,569 1,297,185 541,569 1,062,808 

(*)Matches retroactively - see Note 2.c

The accompanying notes are an integral part of the Financial Statements

Proceeds from the issue of shares and options of the Company and a subsidiary, net 

    --     

Proceeds from the realization of investment real estate (tax payments for realization of 

investment real estate)

Long term investment in marketable securities of investment real estate companies, net 

(available for sale)

Proceeds from the realization of investments in affiliated company (payment of taxes for the 

sale of stocks)

Alony-Hetz Properties and Investments Ltd
Cash Flow Reports

For the Nine Month Period

Ending September 30

(Unaudited)

For the Three Month Period

Ending September 30

(Unaudited)
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December 31

2008 2007 (*) 2008 2007 (*) 2007

Thousands of NIS Thousands of NIS Thousands of NIS Thousands of NIS Thousands of NIS

A. Adjustments to Reconcile Net Income to Net Cash Provided by Operating Activities

Expenses (revenue) not involving cash flows:

Fair value adjustment of investment real estate and capital gain from its sale (112,026) (236,409) (410) (65,489) (364,351)

Losses (gains) from decreases in shareholding percentage and realization of

investments in investees and other companies 625 (132,292) 1,934 (21,739) (134,753)

Adjustment differences on long term liabilities and cash balances 265,892 118,788 65,809 30,689 122,704 

Gain from early redemption of bonds (13,860)      --     (13,860)      --          --     

Fair value adjustment of options exercisable for Company shares and 

and conversion options of debentures (32,901) (16,238) (262) (58,721) (48,003)

Company's equity in income of affiliated companies net of dividends received (23,520) (8,927) (18,394) (20,104) (72,962)

Losses from the realization and fair-value adjustment of long-term securities 25,713 (5,875) 5,015 1,340 3,918 

Loss from the decline in value of available for sale securities 182,089 14,177 47,090      --     200,672 

Gain (loss) from the realization and fair value adjustment of tradable securities, net 19,486 (627) 9,448 (1,011) 4,004 

Gain (loss) from swap trades on changes in CPI (12,564) (10,580) (1,594) (6,329) (14,246)

Deferred taxes, net 37,589 (22,770) 621 (53,899) (47,622)

Profit from discontinued operations      --          --          --          --     (7,601)

Other, net 10,526 9,052 4,784 3,234  11,238

 347,049 (291,701)  100,181 (192,029) (347,002)

Changes in operating assets and liabilities:

Decrease (increase) in trade receivables, accounts receivable and debit balances (4,681) (6,068) 4,719 4,543  3,679

Decrease (increase) in current tax assets, net (8,316) (3,154) 747 (7,962) (4,305)

Increase (decrease) in account payable and credit balances (18,819) 12,329 15,634 15,270  17,325

Increase (decrease) in current tax liabilities, net 3,572  123,782 (10,716) 69,431  155,126

(28,244)  126,889 10,384 81,282  171,825

 318,805 (164,812)  110,565 (110,747) (175,177)

B. First-Time Consolidation of Proportionally Consolidated Company

Assets and Liabilities of Subsidiaries

Working capital (except for cash and cash equivalents)  34,268

Investment real estate (55,008)

Fixed assets (182)

Long-term liabilities  5

(20,917)

C. Non-Cash Transactions

Conversion of debentures to shares, net  1,420  36,994      --      1,071  42,738

Exercise of options for shares      --      57,566      --      7,174  72,531

Income receivable for the realization of investment intended for realization      --      14,992      --      14,992      --     

Realization of investment real estate against receivables and debit balances      --      4,200      --      4,200      --     

Investment in investment real estate against payables  5,008  40,308      --      20,765  32,600

D. Additional Information

Interest paid 197,701 137,394 80,239 86,272 189,808 

Taxes paid 23,834 94,501 2,105 59,295 100,526 

Dividends and payments in return for received capital reduction 96,005 111,015 36,157 71,040 136,352 

(*)Matches retroactively - see Note 2.c
(**) Reclassified

The accompanying notes are an integral part of the Financial Statements

(Unaudited)

    --     

Appendices to the Consolidated Cash Flow Reports
Alony-Hetz Properties and Investments Ltd

For the Nine Month Period

Ending September 30

(Unaudited)

For the Three Month Period

Ending September 30
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Note 1 - General 

  These Financial Statements dated September 30 2008 were prepared for the nine and three 
month periods ending on that date (hereinafter – the Interim Financial Statements). These 
Statements must be examined in relation to the Company's consolidated Financial 
Statements dated December 31 2007 for the year ending that date and attached notes.   

Note 2 - Significant Accounting Policies 

a. The Group's interim consolidated Financial Statements dated September 30 2008 for 
the nine and three month periods ending that date have been prepared in accordance 
with international financial reporting standards and to their clarifications as published 
by the International Accounting Standards Board (hereinafter – the IFRS), and in 
accordance with Chapter D of the Securities regulations (Immediate and Periodic 
Reports) 5730-1970, with the exception of regulations which do not permit the 
implementation of IFRS standards or that permitted according to them 

b. In preparing these Interim Financial Statements the Group implemented, in a 
consistent fashion, the principles of accounting policy implemented in the preparation 
of its Financial Statements dating December 31 2007 for the year ending that date. 

c. The Group's interim consolidated Financial Statements for September 30 2007 and the 
nine and three month periods ending said date were adjusted retroactively in order to 
reflect changes in accounting policy regarding the inclusion of Financial Statements of 
corporations controlled jointly by way of relative consolidation in lieu of their 
inclusion as per the equity method. The retroactive adjustment has had no influence 
on the Group's profits for the nine and three month periods ending September 30 2007. 

d. New Financial Reporting Standards, Corrections and Interpretations Published 
and in Effect.   

(1) IAS 39 Amendment, Financial Instruments: Recognition and Measurement 
and IFRS 7, Financial Instruments: Disclosure – the correction states that 
certain financial assets may be designated outside the category of fair value via 
profit/loss under certain circumstances, as well as when changes occur in the 
entity's intent and capability as regards the manner of their holding. The 
correction also states that certain financial assets presented as financial assets 
available for sale may be designated as loans and receivables when changes occur 
in the entity's intent and capability as regards the manner of their holding. The 
correction's orders have been implemented via the "from this point onward" 
method. The correction shall apply to reclassifications conducted starting July 1 
2008 or subsequent to that date. The Company has not classified financial assets 
outside the fair value group. 

(2) IFRS 2, IFRIC 11 – "Transactions with Group Shares and Treasury Shares" 
– the clarification establishes the manner IFRS 2 is implemented as regards 
certain arrangements of stock-based payments which include an entity's capital 
instruments as well as arrangements related to the parent company's capital 
instruments. The correction shall apply to yearly reporting periods starting 
January 2008 onward retroactively. The implementation of this clarification has 
no effect on the Group's Financial Statements.    
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e. New Financial Reporting Standards, Corrections and Clarifications Published 
which have Yet to Come into Effect. 

The following are financial reporting standards published by the IASB and 
clarifications issued by the International Financial Reporting Interpretations 
Committee (IFRIC) as of the approval of the Interim Financial Statements, which are 
applicable or are expected to be applicable to the Group, and which have yet to enter 
into effect. As of the approval of the Interim Financial Statements, Company 
management has yet top to complete its estimate of the possible influence, if any, of 
the corrections and clarifications on its financial status and the results of its activities    

(1) IAS 1 Presentation of Financial Statements (Revised) – this standard provides 
the required presentation of the Financial Statements, and specifies a general 
framework for the structure of a financial statement and the minimal content to be 
included as part of the statement. Within the scope of this revision, changes were 
made in the format of the existing presentation of the Company's Financial 
Statements, along with an expansion of the presentation and disclosure 
requirements for the Financial Statements, including the presentation of an 
additional report as part op the Financial Statements called "Statement of 
Comprehensive Income", and the addition of an opening balance sheet for the 
beginning of the earliest period presented in the Financial Statements in the event 
of retroactive changes in accounting policy or in cases of restatement. The 
standard shall apply to reported periods starting January 1 2009. The standard 
allows early application. 

(2) IAS 23 Borrowing Costs (Revised) – this standard provides the accounting 
treatment for credit costs. Within the scope of this Revision, the possibility of 
immediate recognition in the Statement of Operations or credit costs referring to 
assets with exceptional preparation or establishment periods has been eliminated. 
These borrowing costs shall be capitalized to the cost of the asset. The standard 
shall apply to borrowing costs referring to fit assets with a capitalization date 
starting January 1 2009. This standard allows early application. 

(3) IFRS 8 Operating Segments, Business Sectors – the standard details how a 
corporation is to report information by segments in its annual Financial 
Statements and refers to select details concerning segments in interim statements. 
In addition, the standard refers to the requisite disclosure with respect to goods 
and services, geographic regions and major customers. The standard shall apply to 
yearly reported periods starting January 1 2009, while retroactively adjusting 
comparison numbers upon the standard's initial adoption. The amendment allows 
early application. 

(4) IAS 27 Consolidated and Separate Financial Statements (Revised) – this 
standard provides the accounting treatment of consolidated and separate Financial 
Statements. The Standard provides, inter alia, that transactions with minority 
shareholders, in which the Company controls the subsidiary before and after the 
transactions, shall be regarded as capital transactions. As part of transactions in 
which the Company loses its control of the consolidated company, the remaining 
influence shall be measured at the date control was lost at fair value, while the 
differential versus the book value shall be charged to the statement of operations. 
The minority share of the consolidated company's losses greater than its portion of 
shareholders' equity shall be charged to it in any event, ignoring its obligations 
and its ability to invest further in the subsidiary. 

The Standard's provisions apply to annual financial reporting periods commencing 
on or after January 1, 2010. Earlier adoption is allowed, provided that it is done 
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together with early adoption of IFRS 3 (Revision). The Standard will be applied 
retroactively, aside from several exceptions, for which the provisions of the 
Standard will be applied prospectively. 

(5) IFRS 3 Business Combinations (Revised) – the new standard provides the 
principles of accounting treatment of business combinations. The Standard 
provides, inter alia, principles for the measurement of contingent proceeds in 
business combinations, which will be measured as a derivative financial 
instrument. Transaction costs directly related to the business combinations shall 
be charged to the statement of Operations upon occurrence. Minority interests 
shall be measured at the combination of the business at the level of their portions 
of the fair value of the assets, including reputation, the purchased entity's 
liabilities and contingent liabilities, or at the level of their portion of the fair value 
of the net, as denoted less their portion of the reputation. In business combinations 
in which control is secured after several acquisitions (staged acquisition), the 
investee's former investments shall be measured at the date control was achieved 
at fair value, attributing the difference to the Statement of Operations. The 
standard shall apply to business combinations occurring on or after January 1 
2010. Early adoption is possible, provided that it occurs in conjunction with the 
early adoption of IAS 27 (revised).  

(6) IFRS 2 Amendment, Share-Based Payment – maturation conditions and 
their cancellation – this amendment determines the maturation conditions to be 
taken into account in measuring fair value on the granting date of share-based 
payment and explains the accounting treatment of instruments with no maturation 
conditions and their cancellation. The provisions of the amendment shall apply to 
yearly reporting periods starting January 1 2009. The standard allows early 
application. 

(7) IAS 32 Amendment, Financial Instruments: Presentation, and IAS 1, 
Presentation of Financial Statements – the amendment to IAS 32 changes the 
definition of financial liabilities, financial assets and capital instruments, and 
states that certain financial instruments, capable of being realized by those holding 
them shall be classified capital instruments. The amendment shall apply to yearly 
reporting periods starting January 1 2009. The standard allows early application. 

(8) IFRIC 15 Agreements of the Construction of Real Estate – this clarification 
determines the accounting treatment of associated income and expenses of entities 
constructing real estate independently or via subcontractors, and the provisions of 
goods or services included as part of real estate construction agreements. This 
clarification deals with whether a real estate construction agreement would be 
covered by IAS 11 "Construction Contracts" or IAS 18 "Revenues". Income from 
agreements, which according to the directives of the clarification are not covered 
by IAS 11, shall be recognized in accordance with the consummation rate method. 
Income from agreements, which according to the clarification constitute foods 
supply agreements, will be recognized upon the transfer of risks and benefits to 
the purchaser, and the income form agreements to provide services shall be 
recognized in accordance with the consummation stage of the transaction upon the 
balance sheet date. The clarification applies to yearly reporting periods starting 
January 1 2009. Early application is possible. 

(9) IFRIC 16 Hedges of a Net Investment in a Foreign Operation – this 
clarification determines the nature of the hedged risks and the sum of the hedged 
item in the framework of net investment hedging in foreign activity. In addition, 
the clarification states that the hedging instrument may be held by any of the 
Group's entities, and the height of the sum reclassified from shareholders' equity 
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to the statement of operations upon the realization of foreign activity, regarding 
which net investment hedging accounting was applied for foreign activity. The 
provisions of the clarification apply to yearly reporting period starting January 1 
2009. Early application is possible. 

(10) Improvements to 2008 International Financial Reporting Standards 

In May 2008 the IASB published a series of improvements to the International 
Financial Reporting Standards. These improvements included corrections to some 
of the standards, changing the manner of the presentation, recognition and 
measurement of various items in the Financial Statements. In addition, corrections 
were made to terminology with little, if any, influence on the Financial Statements. 
Most of the corrections will come into effect starting in the yearly reporting 
period starting January 1 2009 or later, with a possibility of early adoption. 
Application of most of these corrections shall be done by retroactive adjustment 
of comparison numbers. In the framework of the corrections made, certain 
corrections exist which are expected to have, under certain circumstances, a 
significant influence on the Financial Statements. The key corrections relevant to 
the Group are the new or corrected demands regarding: 

• IFRS 5 Non-Current Assets Held for Sale and Discontinued Operations 
– this correction states that a subsidiary's assets and liabilities shall be 
classified as held for sale, when the parent company is compelled to prepare 
a plan to sell its controlling interests, even if it intends to reserve interests 
not granting control. This correction shall apply to the reporting period 
starting January 1 2010. This correction allows early application. Entities 
interested in applying the correction for earlier period must also apply IAS 
27 (Amended). Application shall be done on a "from this point onward" 
basis. 

• IAS 28 Investments in Associates – the correction states that the 
depreciation of investments in associates shall be treated as depreciations of 
single assets, and that the devaluation sum may be cancelled in consecutive 
periods. This correction shall apply to yearly periods starting January 1 2009. 
The correction may be applied early while applying the instruments relevant 
to IAS 32 Financial Instruments: Presentation, IAS 31 Interests in Shared 
Ventures and IFRS 7 Financial Instruments: Disclosures. The correction 
may be applied on a "from this point onward" basis. 

• IAS 40 Investment Property – this correction states that investment real 
estate under construction shall also be treated in accordance with IAS 40. 
Prior to the correction, such investment real estate was treaded in accordance 
with IAS 16 Fixed Assets. The correction shall apply to yearly reporting 
period starting January 1 2009. The application shall be done on a "from this 
point onward" basis. The standard allows application on a later date, so long 
as the fair value of investment real estate under construction was set on the 
date determined for early application.   

• IFRS 1 First Adoption of International Financial Reporting Standards 
Amendment and  IAS 27 Consolidated and Separate Financial 
Statements  – this amendment determines, among other things, the 
measurement of investments in subsidiaries, jointly controlled companies 
and affiliated companies as of the first adoption of IRFS Standards, and the 
manner in which dividend income from these companies is measured. The 
amendment's provisions apply to the entity's separate financial statements. 
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The amendment's provisions apply to yearly reporting periods starting 
January 1 2009. This amendment allows early application. 

• IAS 39 Financial Instruments Recognition and Measurement – the 
correction states that changes in cash flows deriving from exposure to 
inflationary risk may be designated hedged items. The correction also states 
that the internal value, unlike the time value of purchased options, has been 
qualified as a hedging item of a single party risk deriving from a projected 
transaction. This correction shall apply to yearly reporting periods starting 
January 1 2010, or later. Early application is possible. 

f. Company management estimates that IFRIC 13 Customer Loyalty Programs, which 
was published by the IFRIC and has yet to come into effect, is not applicable to the 
Group.  

g. The following are details on the increase (decrease) of the Consumer Price Index and 
on changes in the exchange rates of the following currencies vs. the NIS: 

 

  For the Nine Month 
Period Ending 

For the Three Month 
Period Ending 

For the Year 
Ending 

  September 30 September 30 December 31 

  2007 2007 2007 2008 2007 

  % % % % % 

        

The Consumer Price 
Index 

          

In Israel (actual index) 4.39 2.29 2.00 1.30 3.40  

In Israel (known index) 5.00 2.79 2.10 2.52 2.79  

      

Exchange Rate vs. the 
NIS 

      

Dollar U.S. (11.05) (5.02) 2.06 (5.55) )8.97(  

Dollar Canadian (15.80) 10.34 (0.36) (0.05) 7.75  

Pound Sterling (18.45) (1.81) (5.77) (4.33) )6.97(  

Swiss Franc (8.01) (1.06) (4.34) (0.60) )1.31(  

Euro (11.65) 2.26 (5.39) (0.41) 1.71  

           
 

Note 3 - Supplementary Information and Events after the Balance Sheet Date 

a. Losses from the Depreciation of Investments in Marketable Securities 

• Investment in Pirelli & Co. Real Estate SpA (PCRE.MI) (Hereinafter: 
"Pirelli Real Estate") 

Following that mentioned in Note 5.a.(4) of the Financial Statements dated 
December 31 2007, an additional decrease occurred in the fair value of the 
investment in Pirelli Real Estate, following which the Company charged to the 
statement of operations additional depreciation losses to the amount of 152 
million NIS and 32 million NIS for the nine and three month periods ending 
September 30 2008, respectively, this in addition to losses to the amount of 166 
million NIS charged to the statement of operations in 2007. The balance of the 
Company's investment in Pirelli Real Estate, as of the balance sheet date, less the 
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losses in question, amounted to a total of 70 million NIS. The balance of the 
Company's investment in Pirelli Real Estate prior to the approval of the financial 
statements is 33 million NIS.  

• Other Investments in Securities Available for Sale 

Following the decrease in the fair value of other investments in securities 
available for sale the Company charged losses to the amount of 30 million NIS 
and 15 million NIS in the statement of operations for the nine and three month 
periods ending September 30 2008, respectively. 

• Depreciation of Investments after the Balance Sheet Date 

In the period between October 2008 and immediately prior to the approval of the 
Interim Financial Statements, the quoted stock rates of the investments in 
securities available for sale and securities intended for fair value via statement of 
operations held by the Company,  have dropped. This depreciation would have 
diminished the Company's equity by a sum of 325 million NIS, net (less tax) if 
these Financial Statements had been prepared based on stock rates in effect 
immediately prior to the approval of the Financial Statements.  

b. Investments in Vietnam and Thailand - Pacific Star Arrow Vietnam Fund Ltd.  

In April 2008 the Company signed a binding agreements with a Singapore-based 
group dealing in the management of real estate investment funds in Asia by the name 
of Pacific Star (hereinafter: "PS"), to establish a real estate investment fund in 
Southeast Asia by the name of Pacific Star Arrow Vietnam Fund Ltd. (hereinafter: 
"the Fund"). The fund is intended for operations primarily in Vietnam (50% of its 
activities) and may act according to business opportunities in the Southeast Asia area.  
The Fund intends to raise a sum of $400 million, of which a sum of $200 shall be 
raised in 2009. The Group has undertaken to invest a sum of $50 million in the fund 
on demand. Due to the state of the market, there is no certitude that the Fund will 
succeed in raising investors' funds. 
 
Investment in Bangkok, Thailand – the Company signed a binding agreement in 
principle in March 2008 with PS in the matter of a joint purchase of full interests in a 
Thai corporation holding the full leasing rights to an 11 dunam (27 acres) parcel of 
land in central Bangkok, in return for a sum of $32 million.  

According to the sellers' presentations, the compound has an approved town plan for 
the construction of 100,000 square meters of residential, hotel, commercial and 
parking areas. Based on initial business places, the parties estimate that projected 
building costs for the project shall reach some $160 million, making the total planned 
investment in the project, including land costs (before financing costs), $200 million. 
Interest in the companies established to carry out the investment shall be held as 
follows: 50% by the Fund, 45% by PS and 5% by others. The Company undertook to 
grant the Fund a bridge loan to the amount of $12 million to finance the transaction in 
question. The bridge loan shall be returned to the Company on the date money is 
raised for the Fund, which is planned for 2009. As a result of the global financial 
crisis and the lack of certainty as to its impacts, PS and the Company have approached 
the sellers with a request for alterations in the agreement's commercial terms. In the 
event that these terms are not accepted by the sellers the Company may pull out of the 
transaction in question. 
  
   



48 

c. Activity in India 

In August 2008 (after the signing date) the Group entered a binding agreement with an 
American investment fund (hereinafter: "the American Fund") for the purchase of 
40% of the stock of a company holding rights to 94% of a 110 acre (some 500 
thousand sq. meter) lot in the city of Pune in India, this in return for a total of $23.5 
million U.S. Some 350 thousand sq. meters may be constructed on the lot, primarily 
residential. The closing date for the transaction is planned for the last quarter of 2008 
and is subject to receiving an approved town plan for construction on the real estate in 
question. As of the date set in the agreement between the parties, the American Fund 
has yet to produce the necessary approvals and documents, and therefore the 
Company is not obligated to fulfill its part of the agreement. Despite this, the Group is 
conducting negotiations with the American Fund and is considering the possibility of 
carting out the agreement, subject to material changes in its terms. 
 

d. Investment in Sweden 

In December 2007 MDS, in which the Company holds a 48.75% stake, signed an 
agreement to purchase the shares of a Swedish company holding two commercial 
properties in the city of Jokoping (Sweden's fourth largest city) assessed at some 100 
million Swedish kronas (some 60 million NIS). Prior to the purchase, the purchased 
company held a loan to the amount of 50 million Swedish kronas (some 30 million 
NIS), and after the transaction was completed additional bank financing was received 
to the amount of 15 million Swedish kronas (some 9 million NIS). The shares in 
question were purchased in return for a sum of some 46 million Swedish kronas (some 
28 million NIS).  

The properties possess a total of 17,400 sq. meters of rental space and unused 
construction rights for an additional 3,000 sq. meters zoned for commercial and light 
industry use. The assets are fully occupied. The transaction was completed in April 
2008. For its portion of the investment, the Company invested a total of 10 million 
NIS throughout April and May. 

Company management is considering the future of its investments in Sweden and the 
possibility of the sale of the properties in question. 

e. Transactions Related to Amot Investment Real Estate 

• TIM Building – on September 30 2008, a consolidated company fully owned 
and controlled by Amot signed an agreement with Ogen Revenue-Producing 
Real Estate for the purchase of the full interest in the property known as the 
TIM Building in return for a total of 83.3 million NIS plus tax. The purchase 
was completed in July 2008. 

• Caesarea Industrial Park Industry and Logistics Compound – Amot 
entered a purchasing and leasing agreement in July 2008 with Best Crown 
Properties (1994) Ltd. (hereinafter – "the Seller"). According to this 
agreement, Amot shall purchase the seller's entire capitalized leasing rights in 
the industry and logistics compound known as the Best Crown factory in the 
Caesarea Industry and Business Park (hereinafter – "the Property") in return 
for a sum of 77 million NIS plus tax.  

At the same time it signed the agreement to purchase the Property, Amot 
signed an agreement to rent it out to a fellow subsidiary of the Seller for a 
period of 15 years, at a CPI-linked annual rent of 6.8 million NIS with a real 
increase of 5% after 10 years. The tenant was given the option of extending 
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the rental period for an additional 10 years less one month, with a real 
increase of 5% in rental fees once every five years. 

Both of the above purchases were financed from Amot's own resources. 

f. Payment of Dividends and Declared Dividends 

(1) The Company – in accordance with the Company's dividend policy, the 
Company's Board of Directors announced late 2007 that the Company intended on 
paying a minimum yearly dividend of 0.56 NIS per share in 2008. Said sum shall 
be paid in 4 quarterly payments. Accordingly, in April, June and September the 
Company paid dividends to the amount of 16 million NIS per quarter. 

In November 2008 the Company announced an interim dividend distribution for 
the fourth quarter of 2008 to the amount of 0.14 NIS per share (16 million NIS), 
to be paid September 2008.  

(2) Amot – in the reported period, Amot announced dividends totaling 45 million 
NIS (0.33 NIS per share), which was paid in April, June and September 2008 (the 
Company's share – 32 million NIS). In November 2008 Amot declared the 
distribution of an interim dividend for the fourth quarter of 2008 to the amount of 
0.11 NIS per share (15 million NIS; the Company's share – 11 million NIS), to be 
paid December 2008 

In addition, in November 2008 the Amot Board of Directors decided to perform a 
one-time payment of dividends to shareholders equaling 3.19 NIS per share 
totaling 426 million NIS, to be paid December 2008 (the Company's share – 310 
million NIS). 

The sum total of dividends the Company is expected to receive from Amot in 
2008, including dividends for previous years, amounts to a total of 397 million 
NIS. 

 

Note 4 - Refinancing and Debt Repayment 

• In September 2008 the Group signed an agreement to extend the repayment date of 
loans (granted in relation to the Group's investments in EQY) the balance of which as 
of the date in question amounted to $50 million U.S. and which in accordance with 
the original loan agreements were to have been repaid in a single sum in May 2009. 
According to the new agreement, the loan period has been extended by an additional 
year so that the new repayment date is May 2010. The Group carried out a voluntary 
early repayment to the amount of $10.1 million U.S. in October 2008, so as to uphold 
the relationship required in accordance with the loan agreements, in lieu of offering 
alternate guarantees. 

•  Following the decline in the stock market value of PSP stock and in accordance with 
the agreement between the Group and the bank providing the loan dated October 2008, 
the Group performed a partial early voluntary loan repayment to the amount of 60 
million Swiss Francs out of a 260 million Swiss Franc loan, which according to the 
original loan agreement should have been repaid in June 2009. Following the 
repayment in question, the interest on the balance of the loan (a total of 200 million 
CHF) has bee decreased to LIBOR + 0.55%. 
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• As of the balance sheet date, the Group has current long term maturities to the amount 
of 930 million NIS of which, as started above, 189 million NIS were repaid early 
subsequent to the balance sheet date. The balance of the sum is primarily attributed to 
a loan taken to purchase PSP shares to the amount of 629 million NIS and which 
should, according to existing loan agreements, be repaid in June 2009. 

• Amot Financing Arrangements 

Bank loans for Amot - investment real estate under construction - over the course 
of the last two quarters, the Amot group signed agreements with banking institutions 
totaling 614 million NIS (Amot's portion being 557 million NIS). Regarding a 500 
million NS loan, Amot was given the option to reschedule its credit for a period of up 
to 10 years, starting from the end of construction, subject to meeting certain 
conditions. As of the approval of the Interim Financial Statements, Amot has been in 
the advanced stages of signing an additional loan agreement to the amount of 212 
million NIS. Making use of the credit from these loan agreements is dependant on the 
progress of construction.  
 
Receiving loans at Amot – over the course of the reported period, Amot received 
long term bank loans the balance of which as of the balance sheet date was 962 
million NIS, CPI-linked and bearing interest at rates of 3.65%-4.85% per year. The 
loans are redeemable in such a manner that a total of 139 million NIS will be 
redeemed across a 5 year period and the remaining balance of 823 shall be repaid 
between 2013 and 2016. 
 
 

Note 5 - Own Purchases of Debentures (Series F) 

  In September 2008 the Company conducted a self-purchase of 55 million NV bonds 
(Series F) on the stock in exchange for a sum of 45 million NIS. As a result of the 
purchase in question, the Company charged income of 13 million NIS from the early 
redemption of debentures in its Financial Statements for the period. 

  Following the balance sheet date, the Company conducted a self-purchase of an additional 
3 million NV bonds (Series F) in exchange for a sum of 2 million NIS, so as of the 
approval of the Interim Financial Statements the balance of debentures (Series F) in the 
Company's turnover is 1,042 million NV.  

 

Note 6 - Income from the Sale of Office Building by Brockton Capital LLP (hereinafter: the 
Brockton Fund) 

  In September 2008 Brockton, in which the Group holds a 25% interest, sold an office 
building in central London in return for a sum total of £38 million (some 250 million NIS). 
The property in question had been purchased by the fund in March 2006 at a cost of £23 
million (150 million NIS).  sold an office building in central London in return for a sum of 
£38 million (some 250 million NIS). The property in question was purchased by the Fund 
in March 2006 for a sum of £23 million (some 150 million NIS). Following the sale, and 
in accordance with the Fund's policy, the proceeds of the sale were distributed to investors 
less loans taken upon purchasing the property in question. In this framework the Group 
received a sum of £4 million (25 million NIS) in cash, of which 17 million NIS were 
listed as dividend income (pre-tax) in its Financial Statements for the period, and the 
balance of 8 million NIS was subtracted from the cost of investing in the Fund. 

 



51 

Note 7 - Taxes on Income 

  According to the Income Tax Law (Adjustments Due to Inflation) (Amendment no. 20) 
(Limitation of Incidence Period) 5768-2008 (hereinafter – "the Amendment"), passed 
February 2008, the incidence of the Adjustment for Inflation law shall end in tax year 
2007, and starting at tax year 2008 the provisions of the law shall no longer apply, with 
the exception of transition provisions the purpose of which is to prevent distortions in tax 
calculations. 

  In accordance with the Amendment, form Tax Year 2008 onward, the adjustment of 
income for tax purposes shall no longer be calculated to a real measurement basis. In 
addition, the index linkage of depreciation sums on fixed assets and of sums of losses 
deferred for tax purposes shall be stopped, in such a manner that said sums shall be 
adjusted to the index existing at the end of tax year 2007, and their index linkage shall end 
from that point onward. 




