








ALON HOLDINGS BLUE SQUARE – ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 18 – EQUITY (continued):

In July 1996, the Company completed a global offering of 6,900,000 American Depositary Shares (ADS), with each ADS representing one Ordinary
share, at a price per share of $11. In addition, in June 1999, 1,500,000 ADSs were issued upon the exercise of stock options.

The ADSs are traded on the New York Stock Exchange (NYSE). The ADSs represent 3% of the outstanding Ordinary Shares of the Company as of
December 31, 2012. As of December 31, 2012 the shares are quoted at $2.33 per ADS.

Commencing November 2000, the Company’s shares have also been listed for trade on the Tel Aviv Stock Exchange. As of December 31, 2012 the
shares are quoted at NIS 8.87 per ordinary share.

During 2011 and 2010, convertible debentures of the Company with par value of NIS 167 thousands and 11,268 thousands were converted into
27,399 and 1,187,060 ordinary shares.

On October 3, 2010 in consideration for the acquisition of Dor Alon the Company issued 20,327,710 ordinary shares.

During the year ended December 31, 2011 and 2010 the Company purchased 117,545 treasury shares at a total cost of NIS 4 million and 89,888
treasury shares at a total cost of NIS 4.3 million respectively, relating to shares acquired by executives upon their exercise of vested options granted
to them under the company's 2008 share option plan.

The total number of treasury shares held by the Company at December 31, 2012 and 2011 is 207,433 shares.

Share options plan

On January 21, 2008, the Company's Board of Directors resolved to adopt a share options plan (hereinafter - "the plan") for executives and 
employees of the Company. The total number of shares reserved for issuance under the plan is 5 million shares, (including options issuable to the
former Company's President and Chief Executive Officer). All exercises of options under the plan are on a cashless basis. Each option can be
exercised to purchase one ordinary share of NIS 1 par value of the Company. Immediately upon allotment, the ordinary shares issued upon exercise
of the options will have the same rights as other ordinary shares of the Company.

Under the plan, employees and/or executives who exercise the options will be allotted only shares that reflect the benefit component embodied in
the options, as computed at the date of exercise, i.e., the difference between the exercise price of each option and the quoted price of a NIS 1 par
value share at the date of exercise.

The employees and executives are entitled to exercise the options at the end of the following vesting periods: 66.7% at the end of two years from the
date of grant and the remaining 33.3% at the end of three years from the date of grant. The options granted to employees and executives can be
exercised in the period of 30 days and 6 months from the end of the vesting period, respectively. Any options not exercised by this date will expire.
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NOTE 18 – EQUITY (continued):

Following are details of options granted under the plan during the reported periods:

Volatility is based on historical volatility of the Company’s share price for periods matching the expected term of the option until exercise.

The plan is governed by the terms stipulated by Section 102 of the Israeli Income Tax Ordinance. In accordance with the track chosen by the
Company and pursuant to the terms thereof, the Company is not allowed to claim, as an expense for tax purposes, the amounts credited to
employees as a benefit, including amounts recorded as salary benefits in the Company’s accounts, in respect of options granted to employees 
under the plan - with the exception of the work-income benefit component, if any, determined on the grant date.

Grant date
Options
granted

Exercise price
at grant date

(NIS)

Share price at
grant date

(NIS)
Average fair
value (NIS)*

March 2008 2,452,500 36.15 36.15 6.12
March 2008 (executives) 2,200,000 39.06 36.15 5.57
May 2008 (executives) 140,000 39.06 46.0 13.2
August 2008 135,000 36.15 36.23 6.7
August 2008 (executives) 100,000 39.06 36.23 6.1
March 2009 63,000 34.42 23.74 3.1
July 2009 92,000 34.42 32.53 7.7
August 2009 (executives) 80,000 37.33 33.85 8.0
March 2010 (executives) 20,000 47.70 45.35 10.9
March 2010 274,000 47.70 45.35 11.6
March 2011 (executives) 290,000 36.51 31.64 9.02

* The fair value of the options was computed using the Black & Scholes option-pricing model using the following assumptions:

Grant date

Expected
dividend yield

(%)

Expected
volatility

(%)

Risk free
interest rate

(%)

Expected term
until exercise

(years)
March 2008 6.4 28 4.5 2-3
March 2008 6.4 28 4.5 2.5-3.5
May 2008 6.4 29 5.1 2.5-3.5
August 2008 7.5 30 5.1 2-3
August 2008 7.5 30 5.1 2.5-3.5
March 2009 6.5 43 2.3 2-3
July 2009 6.5 45 2.5 2-3
August 2009 6.5 43 3.0 2.5-3.5
March 2010 4.0 43 2.9 2.5-3.5
March 2010 4.0 43 2.9 2.1-3.1
March 2011 4.0 38 3.8 2.5-3.5
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ALON HOLDINGS BLUE SQUARE – ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 18 – EQUITY (continued):

Compensation expense (income) included in the consolidated statements of income in respect of the Company's options plan, amounts to NIS
6.5 million, NIS 3.2 million and NIS (0.5) million for the years 2010, 2011 and 2012, respectively.

Average exercise prices are as follows:

Share options outstanding at the end of the year have the following expiry date and exercise prices:

Share options plans in subsidiaries

Under the plan, executives who exercise the options would be allotted only shares that reflect the benefit component embodied in the options, 
as computed at date of exercise, i.e., the difference between the exercise price of each option and the quoted price of a NIS 1 par value share at 
date of exercise.

Average exercise
price per share *

(NIS)

Number of
options

(thousands)
At January 1, 2010 35.79 4,490
Granted 41.55 294
Exercised 35.80 (2,837)
Forfeited 35.36 (81)
At December 31, 2010 30.71 1,866
Granted 36.51 290
Exercised 27.64 (751)
Forfeited 29.80 (701)
At December 31, 2011 36.13 704
Disposed 35.60 (293)
Forfeited 36.08 (315)
At December 31, 2012 36.56 96
Options that can be exercised at December 31, 2012 29.76 27

Number of
options

(thousands)

Range of
exercise prices

(NIS)*

Average of
expiry date

(years)

December 31, 2011 704 26.85 - 40.98 0.3
December 31, 2012 96 29.76 - 40.98 0.3

* After adjusting the option exercise price at the rate of 50% of cash dividends distributed.

a. In August 2008, BSRE's Board of Directors resolved to adopt a share options plan for executives of BSRE. The total number of shares 
reserved for issuance under the plan is 250,000 shares. All exercises of options under the plan are to be on a cashless basis. Each option can be 
exercised to purchase one ordinary share of NIS 1 par value of BSRE. Immediately upon allotment, the ordinary shares issued upon exercise of 
the options will have the same rights as other ordinary shares of BSRE. The exercise price of the option is set at the grant date according to the 
average quoted price of BSRE's ordinary share during the 30 trading days before the date of the grant.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 18 – EQUITY (continued):

Under the plan, the options to executives can be exercised in the period of 6 months from the end of the vesting period. Any option not 
exercised by this date will expire.

In August 2008, BSRE granted 125,000 options to BSRE's Chief Executive Officer, who will be entitled to exercise the options at the end of 
the following vesting periods: 66.7% at the end of two years from the date of grant and the remaining 33.3% at the end of three years from the 
date of grant.

The exercise price is NIS 51.76 (unlinked) per share. The quoted price of BSRE's ordinary share before the date of approval of the grant of 
options by the Board of Directors was NIS 46.91.

The benefit component based on Black & Scholes option pricing model is NIS 7.11 in respect of the first batch and NIS 9.83 in respect of the 
second batch, so that the total fair value amounts to NIS 1 million.

The fair value is based on the following assumptions: expected volatility of approximately 26%; risk-free interest rate of approximately 5%; 
and anticipated term until the end of the exercise period.

The exercise price would be adjusted at the rate of 50% of cash dividends distributed during the term of the options.

The plan is governed by the terms stipulated by Section 102 of the Israeli Income Tax Ordinance. In accordance with the track chosen by the 
Company and pursuant to the terms thereof, the Company is not allowed to claim, as an expense for tax purposes, the amounts credited to 
employees as a benefit, including amounts recorded as salary benefits in the Company’s accounts, in respect of options granted to employees 
under the plan - with the exception of the work-income benefit component, if any, determined on the grant date.

Compensation included in the consolidated statements of income in respect of BSRE option plan amounts to NIS 0.3 million and NIS 0.1 
million for the years 2010 and 2011, respectively.

In October 2010, BSRE granted 18,077 shares in BSRE upon the exercise of options in consideration for their par value. In February 2011, 
following the exercise of part of the options in BSRE, BSRE granted 19,840 shares in BSRE in consideration for their par value.

In February 2012, following the exercise of the option in BSRE, BSRE granted 16,181 shares in BSRE in consideration for their par value.

In August 2011, BSRE's Board of Directors resolved to adopt an additional share options plan for executives of BSRE. The total number of 
shares reserved for issuance under the plan is 125,000 shares under the same terms as determined on the 2008 BSRE option plan.

As of December 31, 2012, no options above were granted under this plan.
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NOTE 18 – EQUITY (continued):

On December 29, 2011, the Company paid dividends per share of NIS 1.13.

During the year 2010, the Company paid dividends per share of NIS 1.70 on February 25 and NIS 12.31 on October 18.

Regarding capital risk management, see also note 3.

NOTE 19 – OTHER RESERVES:

NOTE 20 – OTHER ACCOUNT PAYABLES AND ACCRUED EXPENSES:

b. Dividends per share

Available
for sale

investments

Currency
translation
differences

Transactions
with non-

controlling
interests

Asset
revaluation Total

At January  1, 2010 5,676 - - - 5,676
Change in other reserves:

Available for sale investments (6,253) - - - (6,253)
Transactions with non- controlling  interests - - (6,943) - (6,943)

Currency translation differences - (5,019) - - (5,019)
At December 31, 2010 (577) (5,019) (6,943) - (12,539)
Change in other reserves:
Available for sale investments (1,082) - - - (1,082)
Transactions with non- controlling interests - - (1,320) - (1,320)
Currency translation differences - 5,269 - - 5,269
At December 31, 2011 (1,659) 250 (8,263) - (9,672)
Change in other reserves:
Available for sale investments 11,555 - - - 11,555
Transactions with non- controlling interests - - (607) - (607)
Currency translation differences - (1,693) - - (1,693)
Asset revaluation reserve - - - 9,662 9,662
At December 31, 2012 9,896 (1,443) (8,870) 9,662 9,245

December 31
2011 2012

NIS in thousands
Payroll and related expenses and other employee benefits 156,710 152,339
Government authorities 148,121 123,687
Liability in respect of gift certificates 165,911 145,011
Accrued expenses 138,652 125,921
Other 121,591 94,097

Total 730,985 641,054
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 21 – LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES: 

Composition

(1) Loans from banks and others:

Regarding financing agreements and term with banks and others, see note 33.

December 31
2011 2012

NIS in thousands

Loans from banks and others  (1) 2,589,057 2,685,088
Debentures (2) 2,246,690 2,575,859
Convertible debentures (2) 118,909 119,560

4,954,656 5,380,507

December 31
2011 2012

NIS in thousands
Current liabilities:

Bank overdrafts (note 15) 2,701 4,934
Loans from banks and others 994,727 1,076,458
Commercial paper * 39,500 87,837
Current maturities of non-current loans 311,642 251,463

1,348,570 1,420,692
Non-current liabilities:

Loans from banks and others ** 1,240,487 1,264,396
2,589,057 2,685,088

* On June 30, 2009 the Company issued commercial paper to institutional investors in an amount of NIS 40,000 thousand for a period of
four years. The commercial paper bears a variable annual interest and is repayable every six months at the demand of the holders. Until
December 31, 2012 the Company redeemed NIS 27,950 thousand. On August 23, 2012 the Company issued commercial paper to
institutional investors in an amount of NIS 80 million for a period of five years. The commercial paper bears a variable annual interest
and is repayable every three months at the demand of the holders. Until December 31, 2012 the Company redeemed NIS 5,017
thousand.

** Including a loan of NIS 55,000 thousand and 9,250 thousands in 2011 and 2012 respectively from the controlling shareholder due in
2014. The loan is unlinked and bears interest of 2% as of December 31, 2012.
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ALON HOLDINGS BLUE SQUARE – ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 21 – LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES (continued):

Composition and details of liabilities based on interest rates and linkage terms

(*) The fair values of long-term loans are based on cash flows discounted using a rate based on the capitalization rate of 4.2% (2011: 5.4%).

The carrying amounts of short-term loans approximate their fair value.

December 31
Weighted average

interest rate (a) 2011 2012
% NIS in thousands

NIS - linked to the Israeli CPI and bears a fixed annual interest rate 3.55% 665,149 675,613
NIS - linked to the Israeli CPI and bears a variable annual interest rate 4.80% 225,385 211,218
NIS - Unlinked and bearing a fixed annual interest rate 6.78% 120,806 86,804
NIS - Unlinked and bearing a variable annual interest rate 4.02% 1,577,717 1,711,453

2,589,057 2,685,088

(a) Weighted average interest rate, as of December 31, 2012. See also d. below.
(b) The long-term loans net of current maturities are repayable in the years subsequent to the statement of financial position date as follows.

December 31
2011 2012

NIS in thousands
Second year 313,803 327,332
Third year 169,417 167,423
Fourth year 141,099 138,195
Fifth year and afterwards 616,168 631,446

1,240,487 1,264,396

(c) The carrying amounts and fair value of the non-current loans are as follows:

December 31
2011 2012 2011 2012

NIS in thousands
Carrying amount Fair value (*)

Bank and other loans 1,552,129 1,515,859 1,505,615 1,507,159
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ALON HOLDINGS BLUE SQUARE – ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 21 – LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES (continued):

Blue Square has a loan with total of approximately NIS 174 million as at December 31, 2012, regarding which Blue Square has undertaken to
meet certain financial covenants. As of December 31, 2012, Blue Square met the above mentioned covenants.
The terms of the loan to Blue Square provide for the bank to add 0.25% to the interest rate, in the event that a rating company (Standard & 
Poor's Maalot or Midroog) reduces the Company’s rating by two grades. Additional 0.25% will be added in the event that the rating of the 
Company reduces to BBB under Maalot rating or Baa2 under Midroog rating. Below BBB or Baa2 rating will entitle the bank to call the loan 
for repayment.
As of January 18, 2012, the debentures were reduced from A1 to A2 stable by the rating agency Midroog.

BSRE has a loan with a total balance of NIS 210.8 million, whereby BSRE has undertaken to meet certain financial covenants. As of December 
31, 2012, BSRE met the above mentioned covenants.

Dor Alon's subsidiaries have loans with a total balance of NIS 103.6 million as at December 31, 2012 for which they have undertaken to meet 
certain covenants. As at December 31, 2012 Dor Alon's subsidiaries met the covenants.

.
Bee Group has loans with a total of NIS 93 million as of December 31, 2012, pursuant to which Bee Group has undertaken to meet certain
financial covenants. These financial covenants include a limitation on the distribution of dividends to Blue Square. As of December 31, 2012,
except for a loan balance of NIS 58 million, for which a waiver from a bank lender had been received, Bee Group and the rest of its subsidiaries
met the financial covenants in their loan agreements.

The financial covenants in the subsidiaries' loan agreements do not restrict the subsidiaries from transferring funds to Blue Square in the form of
cash dividends, loans or advances, except for Bee Group, which is restricted from transferring funds to the Company in the form of dividends.
As of December 31, 2012, Bee Group did not have any earnings to distribute as a dividend.

(d) Financial covenants
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NOTE 21 – LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES (continued):

(2) Debentures and convertible debentures

Weighted Average 
interest rates at December 31

December 31, 2012 2011 2012
Debentures Ref NIS in thousands
Blue Square:
Alon Holdings Blue Square (Series A) d(1)(a) 5.90% 238,846 161,527
Alon Holdings Blue Square (Series C) d(1)(c) 2.50% 94,355 110,176

333,201 271,703
Blue Square Real Estate:
Marketable debentures-Blue Square Real Estate (Series B) d(2)(b) 4.70% 891,054 897,661
Marketable debentures-Blue Square Real Estate (Series C) d(2)(c) 4.20% 291,623 267,011
Marketable debentures-Blue Square Real Estate (Series D) d(2)(d) 4.50% 114,942 444,017

1,297,619 1,608,689
Dor Alon Energy:
Marketable debentures-Dor Alon Energy (Series B) d(3)(a) 5.00% 279,832 212,692
Marketable debentures-Dor Alon Energy (Series C) d(3)(b) 4.10% 81,000 79,395
Marketable debentures-Dor Alon Energy (Series D) d(3)(c) 6.65% 139,000 304,634
Debentures of Dorgas Batuchot ltd. d(3)(d) 4.95% 68,729 60,213
Dor Debentures d(3)(e) 6.45% 72,169 69,714
Total 640,730 726,648

2,271,550 2,607,040
Less- amount of discount (net of accumulated amortization) (24,860) (31,181)

2,246,690 2,575,859
Less-current maturities (212,643) (527,030)

2,034,047 2,048,829
Convertible debentures
Blue Square Real Estate (Series A) d(2)(a) 6.25% 115,058 116,633
Conversion component at fair value a) 169 74
Premium (net of amortization) 3,682 2,853
Total 118,909 119,560
Less-current maturities (83) (29,158)

118,826 90,402
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NOTE 21 – LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES (continued):

The conversion component of the BSRE convertible debentures is calculated based on a binomial model with using the following assumptions:

a) Conversion component of convertible debentures

December 31
2011 2012

Discount rate 1.24% 0.06%
Share price (NIS) 69 81
Standard deviation of the share price 34.10% 32.50%

b) Repayment dates of debentures and convertible debentures (excluding discount or premium):

December 31
2011 2012

NIS in thousands
First year - current maturities 201,194 548,757
Second year 494,258 542,354
Third year 494,427 461,734
Fourth year 414,925 390,989
Fifth year and afterwards 781,804 779,837

Total 2,386,608 2,723,671

c) The carrying amounts and fair value of the debentures and the convertible debentures are as follows:

December 31
2011 2012 2011 2012

NIS in thousands
Carrying amount Fair value*

Debentures 2,246,690 2,575,859 2,262,270 2,766,664
Convertible debentures 118,909 119,560 122,083 127,600

Total 2,365,599 2,695,419 2,384,353 2,894,264

* The fair values of debentures and convertible debentures, both marketable and not marketable, are based on market prices and cash
flows discounted using a rate based on the capitalization rate of between 1.7% and 5.5%.
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NOTE 21 – LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES (continued):

In August 2003, the Company issued NIS 400 million par value debentures to institutional investors in consideration for their par value as
follows:

These debentures are linked (principal and interest) to the Israeli CPI, but in the event that the Israeli CPI is lower than the base index 
(index known at date of issuance), the amount of the debentures will not be adjusted below the base index. The principal is repayable 
in three equal annual installments on August 5 of each of the years 2007, 2009 and 2011, and bears interest at the rate of 5.9% per 
annum. The interest is payable semi-annually on February 5 and on August 5.

The terms of the debentures provide that the holders of the debentures will not be entitled to request the Company to register for 
trading on the New York Stock Exchange any shares derived from the conversion of the debentures (Series B). Such shares will be 
traded only on the Tel Aviv Stock Exchange (TASE).

As to the conversion of convertible debentures into shares in 2011 and 2010, see note 18.

Other terms:

d) Debentures and convertible debentures – additional details

1) Blue Square

(a) 200 million registered debentures (Series A) of NIS 1 par value each.

These debentures are linked (principal and interest) to the Israeli CPI, but in the event that the Israeli CPI is lower than the base index 
(index known at date of issuance), the amount of the debentures will not be adjusted below the base index. The principal is repayable 
in three equal annual installments on August 5 of each of the years 2012 to 2014, and bears interest at the rate of 5.9% per annum. 
The interest is payable semi-annually on February 5 and on August 5.

(b) 200 million registered convertible debentures (Series B) of NIS 1 par value each

i) The terms of the debentures (Series A and Series B) provide that in the event that the shares of the Company are delisted 
from trading on the TASE, and/or in the event that the shares of the Company are no longer held by the public and/or in the 
event that Standard & Poor's Maalot ("S&PMaalot") reduces the Company’s rating to BBB or lower, then within three 
months from one of the above mentioned events the Company, subject to the then prevailing law, will offer to acquire the 
debentures at a price equivalent to the price of debentures of the same type reflecting a return of 2.5% in excess of the return 
on Government debentures with an average life similar to the remaining average life of the debentures of that series as of the 
date of the offer, but in no event will the price exceed the carrying value of the debentures of that series.
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NOTE 21 – LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES (continued):

As of December 31, 2012 the Company's subsidiaries hold NIS 10.1 million of Series C of the Company.

Other terms:

As of January 18, 2012, the debentures were reduced from A1 to A2 stable by the rating agency Midroog.

100 million registered convertible debentures (Series A) of NIS 1 par value each.

These debentures are to be redeemed in four equal annual installments on August 31 of each year in the period from 2013 through 
2016. The Series A debentures are linked (principal and interest) to the CPI and bear interest at an annual rate of 6.25%, which is 
payable every six months, on February 28 and August 31 of each year from 2007 until the final redemption of the debentures. The 
Series A debentures are convertible into registered BSRE ordinary shares of NIS 1 par value at any time through August 16, 2016, 
except during the periods from August 17 through August 31 in each of the years between 2013-2015 (inclusive). The conversion rate 
for these debentures as at December 31, 2012 was NIS 247.84 par value of debentures per share.
The annual effective interest rate on the debentures, taking into account the issuance expenses as above, is 5.4%.

ii) On April 26, 2010 Standard & Poors Maalot entered the rating for the debentures of the Company and BSRE of ilA+ into 
Credit Watch with negative outlook, due to the Wholesale Market transaction of BSRE. On October 26, 2010, Standard & 
Poors Maalot reduced the rating for the Company's debentures from ilA+ to ilA-. Also, on this date, the Company and BSRE 
announced they would terminate their rating agreements with Standard & Poors Maalot. From that date, Midroog (a 
subsidiary of Moody's) will be the rating agency that will continue to rate the Company's and BSRE's debentures.

(c) On November 9, 2010, following the filing of a Shelf Offering Report, the Company completed its public tender of Series C par value NIS
100 million CPI linked debentures bearing annual fixed interest of 2.5% payable in two semi-annual payments on May 4 and November 4
in each of the years 2011 to 2022. The principal will be repaid in 12 equal payments on November 4 of each of the years 2011 to 2022
(inclusive). The debentures were issued at a discount of 3.2% and for a consideration of NIS 96.8 million. On April 11, 2012, Series C was
expanded by a private offering of NIS 35 million par value of debentures Series C to institutional investors for 89.5% of their par value,
reflecting a return of 5.7%.

2) BSRE

a) BSRE (Series A)
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NOTE 21 – LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES (continued):

These debentures with par value of NIS 775 million are to be redeemed in four equal annual installments on August 31 of each year in 
the period from 2013 through 2016. The Series B debentures are linked to the CPI and bear interest at an annual rate of 4.7%, which is 
payable every six months, on February 28 and August 31 of each year from 2007 until the final redemption of the debentures.

The annual effective interest rate on the debentures, taking into account the issuance expenses as above, is 5.5%.

As December 31, 2012 companies in the group hold NIS 6.2 million of Series B of BSRE.

On October 18, 2009, BSRE issued to the public Series C debentures in the total amount of NIS 300,000 thousands; the debentures were 
issued through a tender under a shelf prospectus of the company dated May 20, 2009.

The principal of debentures is to be redeemed in eight non-equal annual installments on October 31 of each of the years 2011 to 2018 
(inclusive), where six installments each constituting of 7.5% of the amount of the principal of the debentures would be redeemed on 
October 31 of each of the years 2011 to 2016 and two installments each constituting 27.5% of the amount of the principal of the 
debentures would be redeemed in October of each of the years 2017 and 2018.
The Series C debentures are linked to the CPI and bear interest at an annual rate of 4.2%, which is payable every six months, on April 
30 and October 31 of each year from 2010 until the final redemption of the debentures.

The annual effective interest rate payable on Series C debentures, taking into account the issuance expenses as above is 4.54%.

As December 31, 2012 companies in the group hold NIS 4.8 million of Series C of BSRE.

On July 12, 2010, BSRE completed its NIS 110 million Series D debenture issue in accordance with a shelf prospectus. The Debentures 
are linked to the Israeli CPI and bear fixed interest of 4.5%. The Debenture principal is to be redeemed in four equal annual payments, 
which will be paid on June 30 in each of the years 2017 to 2020 (inclusive). The Debenture interest is to be paid in semi-annual 
payments on June 30 of each of the years 2011 to 2020 (inclusive) and December 31 of each of the years 2010 to 2019 (inclusive).

b) BSRE (Series B)

c) BSRE (Series C)

d) BSRE (Series D)
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NOTE 21 – LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES (continued):

On January 4, 2012, the debentures were expanded by a private offering of NIS 150 million par value of debentures (Series D) to 
institutional investors for 98.5% of their par value, reflecting a return of 5.8%. On August 28, 2012, the debentures series was expanded 
by a private offering of NIS 49 million par value of bonds (Series D) to an institutional investor for 98.0% of their par value, reflecting a 
return of 6.0% and on November 19, 2012, the debentures series was expanded by a private offering of NIS 110 million par value of 
debentures (Series D) to an institutional investor for 107.0% of their par value, reflecting a return of 4.8%.

The annual effective interest rate payable on Series D debentures, taking into account the issuance expenses as above is 5.3%.

The terms of the debentures determine that in case Midroog Ltd. or another rating agency were to reduce the BSRE's rating to A3 the 
annual interest rate will increase by 0.35%. In case BSRE's rating was to be reduced further then the annual interest rate will increase by 
0.35% multiplied by the number of notches that the Company's rating is reduced below A3.

In accordance with a prospectus dated May 29, 2005, these debentures with a par value of NIS 585,220 thousand are linked (principal 
and interest) to the Israeli CPI. The interest of 5% per annum is repayable in semi-annual installments on May 31 and November 30 
until May 2015. The principal balance at December 31, 2012 was NIS 212,901 thousand, which is redeemed at annual payments on 
May 31 over three years, with NIS 70,967 thousand each year.

The annual effective interest rate payable on Series B debentures, taking into account the issuance expenses as above is 6.65%.

These debentures with a par value of NIS 81,000 thousand were issued according to a prospectus dated August 20, 2009 on the Tel Aviv 
Stock exchange. The debentures bear the interest rate of Israeli government bonds (No.817) with the addition of 2.25% and are paid in 
quarterly installments up to December 2017. The principal is redeemed in semi-annual installments on June 1 and December 1 over five 
years, starting 2013, with NIS 16,200 thousand each year.

Subsequent to December 31, 2012 the debentures series was expanded by a private offering of NIS 21 million par value of debentures 
(Series C) to institutional investors for 97.95% of their par value, reflecting a return of 5.3%.

e) As at December 31, 2012 BSRE's (Series A, B, C and D) debentures were rated by Midroog at A1 with a negative outlook.

3) Dor Alon

a) Dor Alon (Series B)

b) Dor Alon (Series C)

F-91



ALON HOLDINGS BLUE SQUARE – ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 21 – LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES (continued):

These debentures series was expanded by a private offering to institutional investors, On February 15, 2012 NIS 119.9 million par value 
of bonds for 100.95% of their par value, reflecting a return of 6.9% and on August 20, 2012 NIS 46 million par value of debentures to 
institutional investors for 101.08% of their par value, reflecting a return of 6.9%.

Subsequent to December 31, 2012 the debentures series was expanded by a private offering of NIS 129 million par value of debentures 
(Series D) for 103.8% of their par value, reflecting a return of 5.2%.

The principal is repayable in equal semi-annual payments on June 1 and December 1 from 2013 to 2016, with NIS 76,225 thousand 
each year.

The annual effective interest rate payable on Series D debentures, taking into account the issuance expenses as above is 6.9%.

Series C and D of Dor Alon debentures are not secured. As at January, 2013 the debentures are rated as A2 in the surveillance list with 
stable outlook.

These debentures (Series 1 and Series 2) with a par value at the date of issue of NIS 75 million were issued to institutional investors. 
The principal balance at December 31, 2012 was NIS 69,714 thousand. At December 31, 2012 the debentures are rated -A.

e) Covenants for debentures and convertible debentures

c) Dor Alon (Series D)

These debentures with a par value of NIS 139,000 thousand were issued according to a prospectus dated August 20, 2009 on the Tel 
Aviv stock exchange. The debentures bear a fixed annual interest rate of 6.65%, payable in quarterly installments up to December 2016.

d) Dorgas Batuchot Ltd.

These debentures with a par value at the date of issue of NIS 96,000 thousand are linked (principal and interest) to the Israeli CPI. The 
debentures bear a fixed rate of annual interest of 4.95%. The principal balance at December 31, 2012 was NIS 60,213 thousand, which 
is repayable over the first seven years at rate of NIS 7,923 thousand per annum with NIS 4,752 thousand in the eighth year. As at 
December 31, 2012 these debentures are rated Aa2.

e) Dor Debentures

1. The debentures issued by Dor Debentures and Dorgas Batuchout include the requirement to meet certain covenants. As at December 31, 2012 the
covenants for Dor Debentures (Series 2) and Dorgas Batuchot were met.
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NOTE 21 – LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES (continued):

NOTE 22 – OTHER LIABILITIES:

NOTE 23 – DEFERRED INCOME TAX:

The deferred taxes are computed at the tax rates of 25%. (2011: 24%-25%). For changes in tax rate enacted in December 2011 – see also note 30.

2. As at December 31, 2012 Dor Debentures did not meet the covenants relating to the Series 1 debentures issued by Dor Debentures. At the request of
the trustee, the Company provided a bank guarantee of NIS 9.2 million that was valid up to January 31, 2013 and was extended to July 2013 (see
also note 34f below). During the period to July 2013, the Company and the trustee are to establish whether to change the terms of the original
covenants. As a result a liability amounting to NIS 6.6 million was classified as current liabilities as at December 31, 2012.

December 31
2011 2012

NIS in thousands
Rental contracts and value of unfavorable terms of operating leases 149,009 130,122
Advances from purchasers of apartments (see note 11 and 33) 102,704 -
Other 12,884 18,743

264,597 148,865

a. Deferred tax assets and liabilities, as presented in the statement of financial position are expected to be recovered or settled, as follows:

December 31
2011 2012

NIS in thousands
Deferred tax assets:
Deferred tax asset to be recovered after more than 12 months 46,940 75,023
Deferred tax asset to be recovered within 12 months 57,381 40,379

104,321 115,402
Deferred tax liabilities:
Deferred tax liability to be recovered after more than 12 months (149,675) (176,400)
Deferred tax liability to be recovered within 12 months (10,094) (7,376)

(159,769) (183,776)
Deferred tax liabilities, net (55,448) (68,374)
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NOTE 23 – DEFERRED INCOME TAX (continued):

b. The movement in the net deferred income tax accounts is as follows:

Year ended December 31
2010 2011 2012

NIS in thousands
Balance at January 1 (8,262) (34,885) (55,448)
Statement of income charge:

Tax charged to tax expenses (4,009) (23,772) 4,269
Tax charged to discontinued operation 2,304 1,897 (5,000)

Additions in respect of companies consolidated for the first time (26,561) - -
Discontinuance of consolidation - - (4,663)
Tax charged directly to other comprehensive income 1,643 1,312 (7,532)
Balance at December 31 (34,885) (55,448) (68,374)

c. The movement in deferred income tax assets and liabilities during the year, without taking into consideration the offsetting of balances within the same tax 
jurisdiction, is as follows:

Deferred tax liabilities

Investment
property and
depreciable

property and
equipment

Intangible
assets and

other Total
NIS in thousands

Balance at January 1, 2010 (29,678) (18,053) (47,731)

Charged (credited) to the statement of income (3,518) 1,697 (1,821)
Additions in respect of companies consolidated for the first time (14,154) (31,432) (45,586)
Charged directly to OCI (see note 30) - 1,628 1,628
Balance at December 31, 2010 (47,350) (46,160) (93,510)

Credited to the statement of income (43,042) (11,553) (54,595)
Credited directly to OCI (see note 30) - (1,676) (1,676)
Balance at December 31, 2011 (90,392) (59,389) (149,781)

Credited to the statement of income (22,729) (8,480) (31,209)
Credited directly to OCI (see note 30) (4,117) (4,897) (9,014)
Discontinuance of consolidation 1,200 - 1,200
Balance at December 31, 2012 (116,038) (72,766) (188,804)

F-94



ALON HOLDINGS BLUE SQUARE – ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 23 – DEFERRED INCOME TAX (continued):

Losses for tax purposes, carried forward to future years

As of December 31, 2012, 2011 and 2010 the Company and subsidiaries have operating tax loss carry forwards of approximately NIS 450 million, NIS 
301 million and NIS 205 million, respectively. The balance of carry forward losses, in respect of which deferred tax assets were not included, amounted to 
NIS 191 million, NIS 128 million and NIS 84.9 million as of December 31, 2012, 2011 and 2010, respectively. In addition, the Company and its 
subsidiaries have capital loss tax carry forwards of approximately NIS 20.4 million, NIS 32 million and NIS 30.7 million as of December 31, 2012, 2011 
and 2010, respectively. The tax benefit in respect of capital tax loss carry forwards amounting to NIS 20.4 million has not been recorded due to uncertainty 
of their realization.

For tax rate and changes in tax rates, see note 30(a)(3).

Deferred tax assets

Provisions for
employee

rights

Carry
forwards tax

losses
Derivative

instruments

Provision
for

impairment
of trade

receivables Total
Balance at January 1, 2010 24,970 17,643 (3,144) - 39,469

Charged (credited) to the income  statement (2,226) 4,687 (2,672) 327 116
Additions in respect of companies consolidated for 
the first time 2,731 4,025 - 12,269 19,025

Charged directly to OCI (see note 30) 15 - - - 15
Balance at December 31, 2010 25,490 26,355 (5,816) 12,596 58,625

Charged (credited) to the income  statement 5,270 18,612 9,247 (409) 32,720
Charged directly to OCI (see note 30) 2,988 - - - 2,988
Balance at December 31, 2011 33,748 44,967 3,431 12,187 94,333

Charged (credited) to tax expenses in the income 
statement 5,675 29,088 (2,208) 2,923 35,478
Credited to  discontinued operations in the income 
statement (19) (3,354) - (1,627) (5,000)
Charged directly to OCI (see note 30) 1,482 - - - 1,482
Discontinuance of consolidation - (5,863) - - (5,863)
Balance at December 31, 2012 40,886 64,838 1,223 13,483 120,430
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NOTE 24 – RETIREMENT BENEFIT OBLIGATIONS:

a. Composition of the liability for defined benefit plans:

December 31
2011 2012

NIS in thousands
Statement of financial position obligations for:
Present value of funded obligation 416,056 452,234
Provision in respect of unutilized sick leave 37,725 43,045

453,781 495,279
Fair value of the plan assets 391,536 424,750

Total present value of the obligation, net 62,245 70,529

b. Changes in the liability for defined benefit plans: 

2010 2011 2012
NIS in thousands

Liability in respect of defined benefit plans at January 1 369,603 440,717 453,781
Acquisition of subsidiary consolidated for the first time 29,205 - -
Benefits paid (24,901) (35,746) (54,898)
Current service costs 38,868 42,567 47,739
Actuarial losses (gains) 7,414 (15,523) 30,162
Interest costs 20,528 21,766 19,190
Allocated to liabilities of disposal groups classified as held for sale - - (695)
Liability in respect of defined benefit plans at December 31 440,717 453,781 495,279

c. Changes in plans assets:

2010 2011 2012
NIS in thousands

Fair value of plan assets at January 1 322,354 389,225 391,536
Acquisition of subsidiary consolidated for the first time 27,753 - -
Employer contributions paid into the plan 30,868 37,036 35,636
Actuarial gains (losses) 6,850 (26,203) 23,659
Benefits paid (18,265) (28,392) (44,507)
Expected return on plan assets 18,561 19,902 19,602
Other adjustments 1,104 (32) (649)
Allocated to assets of disposal groups classified as held for sale - - (527)
Fair value of plan assets at December 31 389,225 391,536 424,750
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NOTE 24 – RETIREMENT BENEFIT OBLIGATIONS (continued):

The actual return (loss) on plan assets was NIS 43,261 thousands (2011 – NIS (6,301) thousands, 2010-NIS 25,411 thousands, 2009-NIS 
48,161 thousands).
Expected contributions to post-employment benefit plans for the year ending December 31, 2013 are approximately NIS 44,151 thousand.
The accumulated amount of actuarial gains (losses) that were recognized in the OCI, net of taxes, as of December 31, 2012, 2011, 2010 and
2009 is NIS (22,966) thousands, NIS (17,945) thousands, NIS (10,253) thousands and (9,976) thousands, respectively.

The expense recognized in the statement of income for defined contribution plans was NIS 9,067 thousands in 2012, NIS 7,706 thousand in 
2011 and NIS 2,671 thousands in 2010.

The principal actuarial assumptions used were as follows:

Assumptions regarding future mortality rates are based on actuarial advice in accordance with published statistics and past experience in
Israel. Mortality rates are based on the pension circular 2013-3-1 of the Ministry of Finance.

d. Expense recognized in the income statement in respect of defined benefit plans:

Year ended December 31
2010 2011 2012

NIS in thousands
Current services costs 38,868 42,567 47,739
Interest cost 20,528 21,766 19,190
Expected return on plan assets (18,561) (19,902) (19,602)
Other adjustments (1,104) 32 649

39,731 44,463 47,976

e. The expenses were included in the following statement of income items:

Year ended December 31
2010 2011 2012

NIS in thousands
Selling, general and administrative expenses 37,764 42,599 48,388
Financial (income) expenses 1,967 1,864 (412)

39,731 44,463 47,976

December 31
2011 2012

%
Discount rate 4.4-5.1 3.4-4.4
Inflation rate 2.5 2.6
Expected return on plan assets 4.5-5.6 3.9-5.1
Future salary increases 1-7.7 1-7.7
Rates of employee turnover 1-80 1-80
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NOTE 25 – PROVISION FOR OTHER LIABILITIES AND CHARGES:

NOTE 26 – OTHER GAINS (LOSSES):

Termination
benefits

Real estate related
disputes (1)

Legal
claims Total

NIS in thousands
At January 1, 2011 282 18,130 53,458 71,870
Provisions capitalized to property and equipment - 1,090 - 1,090
Charged (credited) to the income statement:
Provisions made during the year 280 - 10,933 11,213
Unwind of discount - 1,607 1,607
Provisions reversed during the year - - (1,040) (1,040)
Provisions used during the year (562) - (5,912) (6,474)
At December 31, 2011 - 19,220 59,046 78,266
Charged (credited) to the income statement:
Provisions made during the year - - 7,689 7,689
Unwind of discount - - 1,630 1,630
Provisions reversed during the year - (2,838) (7,109) (9,947)
Provisions used during the year - - (14,957) (14,957)
At December 31, 2012 - 16,382 46,299 62,681

(1) Provisions relating to disagreements with respect to lease fees required for assets where the lease term has ended, disagreements with respect to balances due
to constructors or as to whether conditions for payment were met, and for development and construction levies that are under negotiation with the authorities
(see also note 32).

Year ended December 31
2010 2011 2012

NIS in thousands
Other gains:
Gain from decrease in holding rate in jointly consolidated company  upon losing control (note 

10) - - 19,622
Gain from sale of property and equipment 81 1,637 10,317
Reversal of impairment provision, net 3,031 - -
Other 146 - -

3,258 1,637 29,939
Other losses:
Loss from sale of property and equipment and other assets 6,167 3,500 306
Impairment provisions of property and equipment and intangible  assets 3,977 7,426 -
Reorganization costs 2,961 6,403 1,089
Dor Alon acquisition transaction costs 2,974 - -
Other 7,874 1,200 5,149

23,953 18,529 6,544
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NOTE 27 – EXPENSES BY NATURE:

NOTE 28 – EMPLOYEE BENEFIT EXPENSES:

Year ended December 31
2010 2011 2012

NIS in thousands
Change in inventories 49,910 3,706 (11,973)
Net purchases 5,960,106 9,297,171 9,853,527
Wages salaries and related expenses 838,511 1,037,180 1,071,665
Depreciation, amortization and impairment charges 206,945 273,746 286,751
Transportation and storage expenses 112,340 139,232 117,491
Advertising costs 118,461 89,409 97,599
Rent and maintenance expenses 303,730 504,583 541,510
Other expenses 510,772 708,783 709,683

Total cost of sales, selling general and administrative expenses 8,100,775 12,053,810 12,666,254

Year ended December 31
2010 2011 2012

NIS in thousands
Wages, salaries, including social security costs 789,275 981,827 1,015,115
Share options granted to managers and employees 6,834 3,184 (493)
Post-employment benefits* 42,402 52,169 57,043

838,511 1,037,180 1,071,665
Number of positions at December 31, (100%)** ***9,890 9,465 10,846

* Including employee benefit expenses that were charged to finance expenses.
** In certain cases several employees share one 100% position, i.e., each employee works part time.
*** From October 3, 2010 the expenses include Dor Alon's employees.
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NOTE 29 – FINANCE INCOME AND EXPENSES:

NOTE 30 – INCOME TAX EXPENSES:

Year ended December 31
2010 2011 2012

NIS in thousands
Income:
Interests:

Interest income on short-term bank deposits 5,479 1,693 3,274
Interest income from bank and others 14,036 26,708 27,473

Changes in fair value of securities:
Net gain from marketable securities available for sale 21,861 9,897 17,914
Net gain from securities at fair value through profit and loss 14,063 11,983 23,390

Changes in fair value of derivatives:
Conversion component - 4,804 -
Forward contracts on the Israeli CPI 2,322 - 1,476
Diners option 27,859 101,031 -
Embedded derivatives - 451 348

85,620 156,567 73,875

Expenses:
Interest and differences from linkage to the Israel CPI:

Bank borrowings 55,970 127,076 135,368
Debentures and convertible debentures 143,241 192,100 182,372
Bank commissions and others 7,451 19,877 26,624

Changes in fair value of derivatives:
Conversion component 31,248 - -
Forward contracts on the Israeli CPI - 9,569 3,824
Embedded derivatives 3,798 2,558 15
Net of capitalization of finance expenses (8,768) (22,687) (28,559)

232,940 328,493 319,644
Net finance cost 147,320 171,926 245,769

a. Corporate taxation of the Company:

Corporate taxation in Israel

1. The Company and most of its subsidiaries are Israeli companies and act within the borders of Israel, hence, assessed for corporate tax in 
Israel.

2. Commencing with tax year 2008, the results of operations for tax purposes of the Company and its subsidiaries are measured in nominal 
values. Through tax year 2007, the results of operations of the Company and its subsidiaries were measured having regard to the changes 
in the CPI in accordance with the Income Tax (Inflationary Adjustments) Law, 1985 (hereafter – the inflationary adjustments law).
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NOTE 30 – INCOME TAX EXPENSES (continued):

In February 2008, the Knesset (the Israeli parliament) passed a law according to which the provisions of Inflationary adjustments law 
will no longer apply to the Company in 2008 and thereafter.

On July 14, 2009, the Knesset passed the Economic Efficiency Law (Legislation Amendments for Implementation of the 2009 and 2010 
Economic Plan) – 2009, which provided, inter alia, an additional gradual reduction in the company tax rate to 18% as from the 2016 tax 
year. In accordance with the aforementioned amendments, the company tax rates applicable as from the 2009 tax year are as follows: In 
the 2009 tax year – 26%, in the 2010 tax year – 25%, in the 2011 tax year – 24%, in the 2012 tax year – 23%, in the 2013 tax year –
22%, in the 2014 tax year – 21%, in the 2015 tax year – 20% and as from the 2016 tax year the company tax rate will be 18%.

On December 5, 2011 the Knesset approved the Law to Change the Tax Burden (Legislative Amendments) – 2011. According to the law 
the tax reduction that was provided in the Economic Efficiency Law, as aforementioned, will be cancelled and the company tax rate will 
be 25% as from 2012.

Current taxes for the periods reported in these financial statements are calculated according to the tax rates specified in the Economic 
Efficiency Law.

Deferred tax balances as at December 31, 2012 and 2011 are calculated in accordance with the tax rates specified in the Law to Change 
the Tax Burden, at the tax rate expected on the date of reversal. The effect of the change in the tax rate on the financial statements as at 
December 31, 2011 is reflected in an increase in the deferred tax liability of NIS 34.4 thousand.

Capital gains are taxed at a rate of 25% on the capital gains derived after January 1, 2003 (as to marketable securities – that were 
acquired after January 1, 2006), and at the regular corporate tax rates on income derived through the aforementioned date.

Corporate taxation in other jurisdictions

A subsidiary company incorporated in the U.S. is subject to U.S. Federal, State and City taxes; the weighted tax rate that apply to the 
subsidiary is approximately 35%.

Some subsidiaries have received final assessments for tax years through 2007-2008. For some of the subsidiaries, no final tax 
assessments have been received since their inception.

3. Tax rates

b. Tax assessments

1. The Company has received final tax assessments for tax years through 2008.

2. As to withholding tax assessment for the years 2001-2004 and 2005-2008, see note 32.
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NOTE 30 – INCOME TAX EXPENSES (continued):

c. Effect of adoption of IFRS in Israel on tax liability

In the years 2007 to 2011 a Temporary Order was in affect (the meaning of the temporary order is that IFRS would actually not be applied upon 
computation of the income reported for tax purposes for the said tax years). The Company estimates that at this stage a new legislation shall not 
apply to tax years preceding 2013. The Company computed its taxable income for tax years 2007 to 2012 based on Israeli accounting standards 
applicable prior to adoption of IFRS in Israel, subject to certain adjustments.

d. Taxes on income included in the income statements:

e. The income tax charged (credited) to OCI during the year is as follows:

The other items transferred to other comprehensive income do not have a tax affect

Year ended December 31
2010 2011 2012

NIS in thousands
Current taxes:
Current tax on profits for the year 33,231 24,212 24,804
Adjustments in respect of prior years 1,351 501 (3,974)
Total current taxes 34,582 24,713 20,830
Deferred taxes (note 23) 4,009 23,772 (4,269)
Income tax expense 38,591 48,485 16,561

Year ended December 31
2010 2011 2012

NIS in thousands
Deferred tax:
Tax on actuarial loss on post employment benefits scheme 15 2,988 1,482
Tax on fair value adjustments of available-for-sale financial assets 1,628 (1,676) (4,897)
Tax on asset revaluation reserve - - (4,117)

1,643 1,312 (7,532)
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NOTE 30 – INCOME TAX EXPENSES (continued):

* Mainly resulting from changes in value of conversion component in convertible debentures.

NOTE 31 – EARNINGS PER SHARE:

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the Company by the weighted average number of
ordinary shares in issue during the year, (see note 18).

f. The tax on the Company's profit before tax differs from the theoretical amount that would arise using the weighted average tax rate applicable 
to profits of the consolidated entities as follows:

Year ended December 31
2010 2011 2012

NIS in thousands
Profit before tax 108,026 150,807 80,180
Theoretical tax expenses (25%, 24% and 25% respectively) 27,007 36,194 20,045
Tax effects of:
Realization of Diners option- see note 11 - (33,731) -
Change in future tax rate - 34,398 -
Difference between the measurement basis of income for tax purposes and the 

measurement basis of income for book purposes, net (7,344) 4,667 (4,611)
Expenses not deductible for tax purposes, net 5,155 3,222 1,211
Utilization of previously unrecognized tax losses (482) (1,137) (5,151)
Tax losses for which no deferred income tax asset was recognized 5,517 11,993 18,515
Increase (decrease) in taxes resulting from computation of deferred taxes at a rate 

which is different from  the theoretical rate (1,847) (4,821) 288
Non-taxable financial (income) expenses* 7,689 (1,422) -

Capital losses (gains) for which no deferred tax was recognized 1,524 - (4,906)
Tax impact relating to associates' results - (1,379) (3,006)
Adjustment in respect of prior years 1,351 501 (3,974)
Other 21 - (1,850)
Tax charge 38,591 48,485 16,561

a. Basic

2010 2011 2012
Profit attributable to equity holders of the Company (NIS in thousands) from 

continuing operations 54,665 78,122 19,255
Loss attributable to equity holders of the Company (NIS in thousands) from 

discontinued operations (6,826) (18,609) (22,468)
Net profit (loss) attributable to equity holders of the Company (NIS in thousands) 47,839 59,513 (3,213)
Weighted average number of ordinary shares in issue 49,589,822 65,939,848 65,954,427
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NOTE 31 – EARNINGS PER SHARE (continued):

Diluted earnings per share are calculated by adjusting the weighted average number of ordinary shares outstanding to assume conversion of all
dilutive potential ordinary shares. The Company has two categories of dilutive potential ordinary shares: convertible debt and share options.
The convertible debt is assumed to have been converted into ordinary shares, and the net profit is adjusted to eliminate the interest expense less
the tax effect. For the share options, a calculation is made to determine the number of shares that could have been acquired at fair value
(determined as the average annual market share price of the Company’s shares) based on the monetary value of the subscription rights attached
to outstanding share options. The number of shares calculated as above is compared with the number of shares that would have been issued
assuming the exercise of the share options.

In addition there are convertible debentures in Company's subsidiary BSRE that had no dilutive effect on the Company's earnings per share.

b. Diluted

2010 2011* 2012
NIS in thousands

Profit (loss) attributable to equity holders of the Company 47,839 59,513 (3,213)
Gain from conversion feature and Interest expense on convertible 

debt (net of tax) - (7,150) -
Effect of options in subsidiary (108) - -
Profit (loss) used to determine diluted earnings per share 47,731 52,363 (3,213)

Number of shares
Weighted average number of ordinary shares in issue adjustments for: 49,589,822 65,939,848 65,954,427
Assumed conversion of convertible debt - 227,259 -
Assumed exercise of options 224,358 - -
Weighted average number of ordinary shares for diluted earnings per share 49,814,180 66,167,107 65,954,427
Options which were not included in the computation diluted earnings per share 

due to anti-dilutive effect 342,000 704,663 97,164
Convertible debentures which were not included in the computation of diluted 

earnings per share due to anti-dilutive effect 2,000,694 - -

The effect of potential ordinary shares was not taken into account in 2011 because it had anti-dilutive effect
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NOTE 32 – CONTINGENCIES:

Contingencies related to Mega Retail 

In the opinion of the Company, based on the opinion of its legal advisers, the chances that the claim will be rejected exceed 50%. Accordingly, the 
Company did not make any provision for this claim in its financial statements.

The Company denies all above allegations. The Company believes it acted according to all binding agreements and is not liable to any damages 
claimed. The Company further denies that any damages were at all caused to the plaintiff. In the opinion of the Company, based on the opinion of its 
legal advisers, the chances that the claim will be rejected exceed 50%. Accordingly, the Company did not make any provision for this claim in its 
financial statements.

a. In December 2010, a claim and a request to recognize it as a class action was filed against the Company and Mega Retail Ltd. ("Mega") relating to 
the sale of different cheese and butter products in the supermarkets operated by Mega. According to the claimant, the Company sells surrogate cheese 
and butter products as if they were real cheese and milk products, and in that way misleads the customers. The claimant quantifies his damage at 
approximately NIS 700 and estimates the damage to the group of claimants for the purpose of the claim at NIS 456 million.

b. In August, 2010 the Company and subsidiaries were served with a claim in which it is being sued by a former supplier of fruits and vegetables 
claiming that the company breached the agreements between the parties regarding the supply of fruits and vegetables, a breach that allegedly resulted 
in damages assessed by the plaintiff at approximately NIS 178 million. As mentioned in the claim, due to court fees, it was filed for the sum of NIS 
100 million.

c. In September 2011, a lawsuit was filed against Mega and Shufersal along with a request to be approved as a class action in relation to the issuance 
and sale of purchase vouchers. The action consists of two claims: 1. The designation of an expiration date to the vouchers constitutes a "depriving 
condition" in a standard contract and is therefore invalid; and 2. The voucher provision that a consumer who uses vouchers to pay for his purchase 
can be given change only in vouchers redeemable in the same store constitutes a "depriving condition" and is therefore invalid. The claimant asked 
for declaratory relief that these provisions are invalid, as well as for damages calculated by the court, taking into account all holders of vouchers 
and/or shoppers who have used the vouchers over the past 7 years. In the opinion of the Company, based on the opinion of its legal advisers, the 
chances that the claim will be rejected exceed 50%. However the Company has agreed to enter into a mediation process, which as of the date of the 
report is still pending. If the mediation will be successful then the impact on the Company's profit or loss will be immaterial. The company has made 
sufficient provisions for this mediation in its financial statements..

d. In October 2011, a letter of claim and a motion for approval of action as a class action was filed against the Company, alleging that the Company 
does not deduct the weight of the package in which it sells different products, such as various meat and poultry products, fruit and vegetables. If the 
claim is approved as a class action, the approximate claim is estimated by the plaintiff at approximately NIS 181 million. In the opinion of the 
Company, based on the opinion of its legal advisors, the chances that the claim will be rejected exceed 50%. Accordingly, the Company did not make 
any provision for this claim in its financial statements.
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NOTE 32 – CONTINGENCIES (continued):

e. In March 2012, a claim and a request to recognize it as a class action were filed against the Company, alleging that it misleads its customers in 
special sales it holds regarding food products that are sliced or cut to the customers request, and are priced per weight. The plaintiff claims that the 
Company does not give full and correct details regarding the terms of the special sales, violating requirements of law in connection with product 
marking and price display. The plaintiff claims, among other claims, that customers choosing to buy such products under special sales in accordance 
with the Company's advertisements are required to purchase not willingly an extra weight of the product, for the full price. If the Claim is approved 
as a class action, the approximate claim is estimated by the plaintiff at approx. NIS 72 million. The plaintiff further requests court to issue a decree 
ordering the Company to fulfill the requirements of the law. In the opinion of the Company, based on the opinion of its legal advisers, the chances 
that the claim will be rejected exceed 50%. Accordingly, the Company did not make any provision for this claim in its financial statements.

f. On July 26, 2012, a letter of claim and motion for approval as a class action was filed against Mega, for an aggregate amount of approximately NIS 
18 million. The Plaintiff claims that Mega failed to properly mark certain delicatessen and bakery products, which are baked and packed prior to sale 
within Mega's supermarket stores, with information regarding their ingredients, nutrition facts, expiry date, etc. In the opinion of the Company, based 
on the opinion of its legal advisers, the chances that the claim will be rejected exceed 50%. Accordingly, the Company did not make any provision 
for this claim in its financial statements.

g. On September 24, 2012, a letter of claim and motion for approval as a class action was filed against a subsidiary of Mega Dr. Baby Marketing and 
Distribution (888) Ltd., Company's subsidiary Bee Group Retail Ltd, and a manufacturer of baby products, for an aggregate amount of approximately 
NIS 135 million. The plaintiff claims that baby mattresses sold by the defendants as bearing a safety certificate issued by the Standards Institution of 
Israel, never received any such approval. The Company is currently reviewing the claim and denying all the plaintiff's allegations. In the opinion of 
the company, based on the opinion of its legal advisers, the chances that the claim will be rejected exceed 50%. Accordingly, the Company did not 
make any provision for this claim in its financial statements.

h. In January 2013, a letter of claim and motion for approval as a class action was filed against Mega for an aggregate amount of approximately NIS 9 
million. The Plaintiff alleges that the description of certain products sold at Mega's internet site for online shopping, containing words such as 
"Fresh", "Natural" and/or "Without Sugar" is misleading and does not meet standards required by law. In the opinion of the Company, based on the 
opinion of its legal advisers, the chances that the claim will be rejected exceed 50%. Accordingly, the Company did not make any provision for this 
claim in its financial statements.

i. In March 2013, a letter of claim and motion for approval as a class action was filed against Mega. The Plaintiff alleges that Mega overcharged certain 
diary products which are subject to price control regulation. The claim does not state the amount sought if it is approved as a class action. The 
Company is currently reviewing the Claim and denying all above allegations. However, at this time, given that this matter is preliminary in nature, 
our financial statements currently do not provide for any amount. We will continue to assess this matter as the request for the class action develops.
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Contingencies related to the YOU customer club ("YOU")

j. As part of the ordinary course of business the Company receives claims relating to its activities. In the opinion of management, based on the opinion 
of the legal advisers handling the claims and in light of the relevant circumstances, the provisions included in the financial statements are sufficient to 
cover the potential liabilities and none of claims, individually or in the aggregate, will have a material negative effect on the Company's activities, its 
financial condition or its results.

a. In December 2010, a claim and a request to recognize it as a class action was filed against the YOU, claiming that discounts for filling the car with
petrol at Dor Alon petrol stations, which the club supposedly promised were not given. If the claim were to be accepted as a class action, the claimant
assesses his claim at NIS 894 million. In the opinion of the Company, based on the opinion of its legal advisers, the chances that the claim will be
rejected exceed 50%. Accordingly, the Company did not make any provision for this claim in its financial statements.

b. In November 2010, a claim and a request to recognize it as a class action was filed against YOU, claiming that discounts for filling the car with diesel
at Dor Alon petrol stations, which the club supposedly promised as well as wrongly advertised were not given in reality. If the claim were to be
accepted as a class action, the claimant assesses his claim at NIS 54 million. In the opinion of the Company, based on the opinion of its legal
advisers, the chances that the claim will be rejected exceed 50%. Accordingly, the Company did not make any provision for this claim in its financial
statements.

c. In November 2011, a letter of claim and a motion for approval of action as a class action was filed against Mega, alleging that Mega is misleading its
"YOU" card holder customers, by charging prices higher than advertised for products offered within its customers' loyalty plan. If the claim is
approved as a class action, the approximate claim is estimated by the plaintiff at approximately NIS 10 million. In the opinion of the Company,
should it be obligated to pay any amount with regard to this matter, it is not expected to be a material sum. In the opinion of the Company and its
advisors, the provisions included in the Company's financial statements are sufficient to cover the potential liabilities.

d. On November 1, 2012, a letter of claim and motion for approval as a class action was filed against Mega, the You Customer Club, Diners Club Israel
Ltd., and Credit Cards for Israel Ltd., for an aggregate amount of approximately NIS 120 million.   The Plaintiff claims that the defendants mislead
the holders of a certain You credit card named "CalChoice." The You credit card "CalChoice" enables its holders to obtain extra credit by way of
charging a minimum of NIS 200 for every NIS 5,000 spent. The remaining balance is postponed and is charged in the next month, while the holder of
the card can provide each month the amount he would like to pay out of such balance. The Plaintiff alleges that the defendants do not properly notify
the client of the interest rate to be charged, and that such interest rate is significantly higher than interest rates charged at bank accounts or other
competing credit cards. The plaintiff further claims that the defendants do not properly notify the card holder of his option to determine the amount to
be charged each month, while automatically charging the minimum required.  In the opinion of the Company, based on the opinion of its legal
advisers, the chances that the claim will be rejected exceed 50%. Accordingly, the Company did not make any provision for this claim in its financial
statements.
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Restricted practices

From April 2000 to May 2003, the Israeli Antitrust Authority conducted an investigation into alleged restrictive trade arrangements between major 
supermarkets chains in Israel and dominant suppliers. During the investigation, an inquiry was conducted in the Company's offices and a former CEO 
and other senior officers were questioned. On January 5, 2005, the Commissioner of the Israeli Antitrust Authority issued his position regarding 
“commercial restrictive practices between the dominant food suppliers and the major supermarket retail chains”. According to the Commissioner’s 
position, some of these practices were found to be restrictive trade agreements under the antitrust laws. The Commissioner prohibited these practices 
unless approved by the Restrictive Trade Practices Court or exempted by the Commissioner himself. Among the practices that were found to be 
restrictive according to the Commissioner were the following: arrangements with suppliers that determine the suppliers of the retail chains, their 
identity and their number; arrangements for the management of product categories in conjunction with suppliers; arrangements regarding the retail 
selling price; arrangements for determining market share of a particular supplier’s products and arrangements for determining prices made by 
suppliers to competing chains; arrangements with regard to the use of suppliers’ manpower to stock merchandise on the shelves of the chain stores. 
Limits were imposed with regard to display areas, on financial benefits to the chains and on special offers to chains for meeting certain sale targets. 
After the publication of the position paper, the Commissioner stated his position that these directives constitute a position paper, which is “intended 
to provide guidance concerning the normative status of various practices in the food retail industry as perceived by the Antitrust Authority”. The 
Commissioner indicated that this document does not have normative status.

The Company has been applying most of these directives among others, by adopting an internal compliance program. Presently the Company has no 
knowledge of how, if at all, its business would be affected should the Commissioner take any action against it, with respect to those issues under 
dispute, which in the Company's opinion and its legal advisers do not contravene the law. In August 2006, the Restrictive Trade Practices Court 
approved a consent decree reached between the Commissioner and certain food suppliers. The consent decree is directed at the food suppliers listed 
therein and stipulates various prohibitions, conditions and restrictions that apply to these suppliers with regard to certain practices. The consent 
decree addresses the following arrangements: Reduction in discounts and rebates in exchange for meeting sales targets, setting market share, 
exclusivity in sales, price dictation by supplier, and shelve arrangements.

As to shelve arrangements: whereas in his position document, the Commissioner determined that the use of suppliers’ representatives to physically 
arrange the shelves in the chains’ stores constitutes a restrictive arrangement, the suppliers disagree with this position, and the Commissioner agreed 
not to take enforcement measures with regard to such arrangements for 30 months, so long as such arrangements satisfy certain conditions. In 
February 2009, the above period was extended by 36 months, until February 2012.

The Commissioner has indicated that it will no longer permit such practices. In February 2012, the Company submitted a request for an exemption 
from restricted agreement for 21 months (until September 2013) in order to make the appropriate preparations for self-arrangements of shelves in the 
chains’ stores, although the Company believes that this is not a restrictive arrangement In January 2013, the Commissioner granted an exemption 
from approval of the restrictive arrangement for a limited period. The exemption is until the end of March 2013 with respect arrangement of soft 
drinks, until the end of September 2013 with respect to the arrangement of milk products and until the end of 2013 with respect to the arrangement of 
"van sale" products (such as ice cream, newspapers and bread products).

F-108



ALON HOLDINGS BLUE SQUARE – ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 32 – CONTINGENCIES (continued):

Tax and local authorities:

In July 2005, the Income Tax Authority issued a notice of assessments of tax withholding for the years 2001- 2004 to the Company. The amount 
claimed under these assessments totaled NIS 34 million, and primarily relates to certain benefits granted to employees in the Company’s supermarket 
branches. In November 2005, several senior employees were questioned under warning, with respect to these benefits. Following these assessments 
and after the rejection of the Company's position on the matter, the Income Tax Authority issued to the Company assessment orders for the years 
2001- 2004 in the amount of approximately NIS 44 million. The Company filed appeals with the District Court contesting these assessment orders 
which as of the date of this Annual Report are still pending. During 2011, the Company received deduction assessment for the years 2005-2008 and 
the amount claimed under this assessment totaled NIS 32 million.
In July 2007, the Israeli Tax Authority issued to the Company Value Added Tax assessments for the years 2002- 2006 in the amounts of 
approximately NIS 22 million in connection with the subject matter of the foregoing deduction assessments. The Israeli Tax Authority did not accept 
most of the Company's position, although it agreed to deduct the total amount to approximately NIS 16.3 million. In February 2009, the Company 
filed an appeal with the District Court. Following negotiations held between the Company and the Israeli Tax Authorities, a settlement agreement 
was approved by the court in November 2012, in terms of which the Company agreed to pay NIS 21 million. In January 2013 the Company signed an 
agreement with the Income Tax Authority regarding deduction assessments for the years 2005-2008.
During 2011 the Company received a demand from the National Insurance for additional payments based on the Income Tax Authority assessment, 
related to such certain benefits granted to employees in the Company’s branches in the amount of NIS 27.5 million for the years 2001-2004. The 
Company's appeal was rejected by the National Insurance. The Company received in January 2013 a demand to produce documents for the years 
2005-2008 regarding this matter. The Company intends to appeal this demand with the labor court. In the opinion of the Company, based on the 
opinion of its legal advisers, the chances that the Company's position will be accepted are higher than them of being rejected. Accordingly, the 
Company did not make any provision in its financial statements for the years 2001-2005, and in the opinion of the Company and its advisors, the 
provisions included in the Company's financial statements are sufficient to cover the potential liabilities for the years 2006-2008.

Contingencies related to Dor Alon

According to the claimant, the defendants overcharged him for fuel when filling up his car. According to the claimant, after passing his credit card
but before starting to fill up, the payment meter started operating without the provision of fuel. The overcharge has allegedly amounted at times to
several Agorot and at times to several NIS.
The parties have reached a compromise that was rejected by court and the court asked the parties to file their pleadings before the compromise
agreement is filed. In the event the parties will not reach a compromise agreement, the Company believes, based on the opinion of its legal advisers,
the chances that the claim will be rejected exceed 50%. Accordingly, the Company did not make any provision for this claim in its financial
statements.

a. In October 2009, Dor Alon received a statement of claim and an application for approval of the claim as a class action; the claim was lodged against
Dor Alon and other fuel companies. The claimant claims payment of damages of NIS 124 million (Dor Alon's share in the said claim amount as per
the statement of claim is NIS 21.9 million).
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However, the Court rejected the two compromise agreements and therefore the legal procedures continue. In any case, in the opinion of the
Company, based on the opinion of its legal advisers, the chances that the claim will be rejected exceed 50%. Accordingly, the Company did not
make any provision for this claim in its financial statements.

b. Several bills of indictment and verdicts are pending against Dor Alon and its subsidiaries for operating fueling stations or convenience stores
without a business license and non-compliance with permits. In addition, closing orders have been issued regarding public fueling stations and
convenience stores that operated without a business license. The closing orders are pending and Dor Alon is making efforts to get the required
business licenses. Bills of indictment have been filed against a subsidiary for operating convenience stores without a business license. In the opinion
of the Company, the closure of one or more of the filling stations and / or convenience stores that were issued closure orders would not have a
material effect on Dor Alon's results of operations.

c. In December 2010 an indictment was issued in the local court in Tel Aviv against Dor Alon, a subsidiary of Dor Alon, two officers of Dor Alon and
an employee a claim by the Environment Ministry claiming they did not perform checks of the leakage of fuel tanks and pipes in a number of Dor
Alon's fueling stations and claiming that they did not pass the results of their waterproofness checks to the person in charge of the prevention of
water contamination by fuels in the Environment Ministry (as described above), claiming omission of reporting of an oil leak, non-treatment of a 
facility that was not waterproof and the non-installation of a piezometer, in accordance with 1959 Water Law and the 1977 (prevention of water
contamination regulations)(fueling stations) Regulations. The relevant period for performing the waterproofing checks in the statement of claim was
between 2000 and 2004 In the opinion of the Company, based on the opinion of its legal advisers, the chances that the claim will be rejected exceed
50%. Accordingly, the Company did not make any provision for this claim in its financial statements.

d. Dor Alon received claims for additional retroactive municipality taxes for four of its fueling stations by the Hof Hasharon district Council ("the
Council"). For one of the stations, the claim was significantly reduced as a result of an agreement reached between Dor Alon and the Council. The
other claims amount to approximately NIS 17 million. Dor Alon appealed the Council's Municipal Tax claims. In the opinion of the Company,
based on the opinion of its legal advisers, the chances that the claim will be rejected exceed 50%. Accordingly, the Company did not make any
provision for this claim in its financial statements.

e. On December 3, 2003 a claim was filed in the amount of NIS 450 against the gas companies (including a subsidiary of Dor Alon) alleging that the
defendants were parties to a cartel, which they entered into beginning in 1994 (and even prior thereto) and up to 2003, in the course of which the
Restrictive Practices Authority gave notice of a recommendation to file charges against the gas companies and their managers in connection with the
existence of a cartel, as stated. The plaintiff contends that by means of the alleged cartel the gas companies collected unfair and unreasonable prices.
A request for certification of the claim as a class action pursuant to the Restrictive Practices Law, the Consumer Protection Law and Rule 29 of the
Rules of Civic Procedure (1984), was filed together with the claim. The amount of the class action was set by the requesting party at an amount of at
least NIS 1 billion, along with punitive damages. The subsidiary of Dor Alon has submitted its response to the request for certification of the claim
as a class action. The parties twice reached a compromise agreement that was submitted to Court's approval.
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f. On June 27, 2010, a statement of claim and a request to approve the claim as a class action and as a derivative claim was lodged against Dor Alon,
members of the Board of Directors of Dor Alon and Alon. The claim was lodged by holders of Series A debentures of Dor Alon that wish to
represent the holders of Series A Dor Alon debentures as of February 7, 2010, who did not convert the debentures into Dor Alon shares. In their
claim, the plaintiffs claim that the distribution (on February 9, 2010) of the shares of Alon Natural Gas Exploration Ltd. to Dor Alon's shareholders
was an unlawful distribution. The plaintiffs also claim that Dor Alon should have adjusted the Series A debentures' conversion rate following the
distribution of shares as above. The plaintiffs request that the Court would oblige Alon and the members of Dor Alon's Board of Directors to return
to Dor Alon the shares that were distributed as above; alternatively, the plaintiffs request that Dor Alon will be required to adjust the conversion rate
of the debentures to the "Ex rate" subsequent to the distribution; alternatively, the plaintiffs seek damages for non-adjustment of the conversion rate. 
The matter is at the stage of the provision of evidence by the parties. In the opinion of the Company, based on the opinion of its legal advisers, the
chances that the claim will be rejected exceed 50%. Accordingly, the Company did not make any provision for this claim in its financial statements.

g. In February 2011 a claim and an application for approval of the claim as a class action was filed against Dor Alon and other fuel companies. The
issue in the claim is differences between the temperature of the LPG and the energy it provides as a result of burning. In the opinion of the
Company, based on the opinion of its legal advisers, the chances that the claim will be rejected exceed 50%. Accordingly, the Company did not
make any provision for this claim in its financial statements.

h. A class action was lodged against a subsidiary of Dor Alon and other fuel companies in December 2007. The total amount of the claim is NIS 132
million (the subsidiary's share in this amount is NIS 8.8 million). The claimant asserts that the defendants charged each customer NIS 2 for fueling
on Saturdays and on holidays. In the opinion of the Company, based on the opinion of its legal advisers, the chances that the claim will be rejected
exceed 50%. Accordingly, the Company did not make any provision for this claim in its financial statements.

i. On August 22, 2011, Dor Alon received a letter of claim and a motion for approval of action as class action against Dor Alon and the three other
gasoline companies for a total of NIS 1 billion (of which Dor Alon's share is NIS 167 million). The claimants argue that the gasoline companies
inflated the "marketing expense item" which is incorporated into the calculation of the maximum price of gasoline 95 octane by adding expenses
unrelated to the sale of gasoline, thus misleading the regulator and enabling themselves to sell gasoline 95 octane at a higher price than the price that
should be charged. The claimants assert that this is violation of legislated provisions in the Supervision Order on Goods and Services (Maximum
Prices in Gasoline Stations) – 2002; the Consumer Protection Law – 1981; and the Damage Ordinance (new version) – 1968 In the opinion of the 
Company, based on the opinion of its legal advisers, the chances that the claim will be rejected exceed 50%. Accordingly, the Company did not
make any provision for this claim in its financial statements.

j. As part of the ordinary course of business Dor Alon receives claims relating to its activities. In the opinion of management, based on the opinion of 
the legal advisers handling the claims and in light of the relevant circumstances, the provisions included in the financial statements are sufficient to 
cover the potential liabilities and none of claims, individually or in the aggregate, will have a material negative effect on the Company's activities, its 
financial condition or its results.
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k. On June 24, 2012, a letter of claim and motion for approval as a class action was filed against New Dorgas Ltd., a subsidiary of Dor Alon 
("Dorgas"), at an aggregate amount of approximately NIS 42 million. The plaintiff claims that Dorgas is in breach of the Arrangements in the State 
Economy Regulations that require that at the time of termination of a contract between a gas supplier and a client that the deposit payments be 
returned linked to the Israeli Consumer Prices Index.  In the opinion of the Company, based on the opinion of its legal advisers, the chances that the 
claim will be rejected exceed 50%. Accordingly, the Company did not make any provision for this claim in its financial statements.

l. On September 3, 2012, a letter of claim and motion for approval as a class action was filed against Dor Alon and a subsidiary of Dor Alon, for an
aggregate amount of NIS 50 million. The plaintiff claims that Dor Alon failed to comply with law requirements regarding sanitarian standards of
lavatories at its petrol stations, particularly cleaning requirements and intactness of facilities In the opinion of the Company, based on the opinion of
its legal advisers, the chances that the claim will be rejected exceed 50%. Accordingly, the Company did not make any provision for this claim in its
financial statements.

m. On September 6, 2012, a letter of claim and motion for approval as a class action was filed against Dor Alon, for an aggregate amount of NIS 43.2
million. The plaintiff claims that as a customer of the Dor Alon "Spidomat" arrangement for car fueling at reduced prices, she discovered that her
reduction was less than the regular discount given to all other customers at the station. As result, the Plaintiff claims she suffered financial damages
from being a member of the “Spidomat” arrangement. In the opinion of the Company, based on the opinion of its legal advisers, the chances that the
claim will be rejected exceed 50%. Accordingly, the Company did not make any provision for this claim in its financial statements.

n. On September 13, 2012, a letter of claim and motion for approval as a class action was filed against a subsidiary of Dor Alon and other defendants,
for an aggregate amount of NIS 77 million. The letter of claim states that the defendants have breached the provisions of the product and service
regulation order (maximum prices in gas stations – 2002 (herein, "the Order") as regards conditions for collection of extra charge on full service,
nighttime service and rest days service, as well as the provisions of article 3(D) of the of the product and service regulation order (maximum prices
in gas stations) (amendment) – 2006 (herein, "the Amended Order") as regards the signage of self-service fuelling pumps. The claimants argue that 
the order has set criteria for a minimum rate of self-service pumps in the gas stations out of the total number of pumps in the gas station, and that
whenever the criterion is not met, it is prohibited to collect service fee in that station. The claimants further allege that according to the Amended
order, whenever a pump is not marked in accordance with the Order, it cannot be regarded as a self-service pump. As a result, the Defendants did
not meet the criterion stipulated in the Order in certain stations and are therefore prohibited from collecting service fee in those gas stations. In the
opinion of the Company, based on the opinion of its legal advisers, the chances that the claim will be rejected exceed 50%. Accordingly, the
Company did not make any provision for this claim in its financial statements.
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Contingencies related to Bee Group

In January 2012, a claim and a request to recognize it as a class action were filed against the Company, regarding the sale of toy and other products 
by its "Kfar Hashashuim" chain of stores. The claim alleges that the company fails to mark in Hebrew required details such as identifying details of 
the importer of the products, the manufacturer, supplier, country of manufacturing, as well as the range of ages the product is designated for, and 
certain warnings required by law. If the Claim is approved as a class action, the approximate claim is estimated by the plaintiff at approximately 
NIS 18 million. The plaintiff further requests court to issue a decree ordering the Company to fulfill the requirements of the law and mark its 
products accordingly. In the opinion of the Company, based on the opinion of its legal advisers, the chances that the claim will be rejected exceed 
50%; Accordingly, the Company did not make any provision for this claim in its financial statements.

Business licenses

The operation of the Company’s supermarkets in Israel requires permits from several authorities including the Health Ministry and the Police and 
Fire Departments. Some of these permits are currently in the name of the Co-Op Blue Square Services Society, or the Co-Op, our former controlling 
shareholder, and entities other than the Company, and have not yet been transferred or re-issued to the Company. In addition, as a result of the 
reorganization of the Supermarket and Real Estate operations conducted by the Company, such permits are to be transferred to the name of the 
wholly owned subsidiary, Mega, which operates all of the Company's supermarket activity. In the event that the Company is unable to obtain or 
maintain the required permits, it may be required to close the affected stores or departments or take other actions. However, the Company does not 
anticipate that not obtaining the necessary permits will have a material adverse effect on its business. As of December 31, 2012, some of the 
Company's supermarket stores have no valid business permits/license. From time to time the Company and some of its directors and managers are 
indicted in connection with business licenses and planning and building regarding of the Company's stores. As of the date of this Report, there are 
provisional closure orders pending against some of the Company's stores or departments. The Company is working towards obtaining the required 
permits and at the same time delaying the effectiveness of the provisional orders until such required permits are obtained. Management estimates 
that these matters will not have a material adverse effect on the Company's operations.

Claims that have been resolved during the period

In November 2012 the Company signed an agreement with the Income Tax Authority regarding deduction assessments for prior years, see Tax and local 
authorities above.

During 2012 part of the claims have been closed, the amounts settled by the court were not material.

NOTE 33 – COMMITMENTS:

a. Operating lease commitments - the Company leases various retail outlets, filling stations and commercial centers, offices and warehouses under
non-cancellable operating lease agreements. The lease terms are between 5 and 10 years, and the majority of lease agreements are renewable at the
end of the lease period at market rates.
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The Company also leases cars under cancellable operating lease agreements. The Company is required to give up to two month notice for the 
termination of these agreements.

Future minimum payments under non-cancelable operating leases for the years subsequent to the statement of position dates are as follows:

Capital expenditure contracted (including associates of BSRE, City Core Tel Aviv Ltd) for at the statement of financial position date but not yet 
incurred is as follows:

Tel Aviv Parking lots Ltd. (a jointly controlled entity) entered into an agreement with a performing contractor to carry out works to construct the 
parking lot, development work, constructing a circle at a cost of NIS 120 million (BSRE's share is NIS 60 million).

The contracting agreement and the establishment agreement contain schedules and milestones with respect to carrying out the works and their 
completion.

The total estimated costs of developing and constructing the parking lot, including related costs are approximately NIS 144 million, of which 
BSRE's share is 50%.
Performance guarantees were provided by the partners and the constructor in the amount of NIS 20 million.

December 31
2011 2012

NIS in thousands
First year 341,859 354,004
Second year 311,375 314,346
Third year 263,107 286,458
Fourth year 230,574 251,677
Fifth year 196,031 221,514
Sixth year and thereafter 846,675 951,951

2,189,621 2,379,950

b. Capital commitments

December 31,
2011 2012

NIS in thousands
Property and equipment 25,154 81,255
Investment property and real estate 90,634 313,128

c. Tel Aviv Parking lots Ltd.
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NOTE 33 – COMMITMENTS (continued):

On November 21, 2011, the board of directors of BSRE approved that the finance of the project will be delivered partly by equity (in equal portions 
by the shareholders) and partly by a bank corporation (hereby: "The Bank"). The principals of the agreement are as follows:
The bank will provide a 4 years credit line of NIS 115 million. In certain conditions, the bank may extend the credit line by 5%. At the end of the 
fourth year, the bank will replace the outstanding credit balance with a loan with the same terms, that will be payable over a period of 16 years from 
the end of the construction of the project. To secure the loan, a lien on the property and the accompanying rights will be registered in favor of the 
bank. Furthermore, BSRE will provide guarantees in an unlimited amount to the bank and up to 50% from the joint venture's liabilities. The joint 
venture is committed to reserve the ownership, corporate and the equity structure. Violating any of the last commitments will cause a breach of the 
agreement and the bank will have the right to an immediate repayment.
As of December 31, 2012 the credit line wasn't used.

During June 2010 two 50%:50% joint ventures between BSRE and Gindi Investments (hereafter – the purchasers) entered into agreements to 
purchase land lease rights in part of the wholesale market area in Tel Aviv for a period ending on August 31, 2099. The rights are for the 
development, construction and marketing of a project including apartment buildings complex, areas for commercial use and areas for multi-
purpose use. The rights for the apartment building complex were acquired by City Core Tel Aviv Ltd. ("the Residence Company") and the rights 
for the commercial and multi-purpose use were acquired by City Mall Tel Aviv Ltd. ("the Mall Company"). The land rights were acquired for a 
basic total consideration of NIS 950 million (100%) linked to the CPI together with the obligation to pay additional consideration in certain 
circumstances. As of December 31, 2012, the purchasers paid the full consideration in the amount of NIS 989 million before VAT (BSRE's 
share in these payment amounts to NIS 495 million).

As part of its commitments to the sellers, the purchasers are obligated to plan and build public buildings and parking for the sellers. The 
consideration to be paid by the sellers is based on cost plus 10%, up to a ceiling of NIS 84 million (which can be extended in certain conditions, 
with the sellers approval, to NIS 102 million); any excess of costs will be bore by the purchasers. In addition, the purchasers are obligated to 
develop 9 dunams of publicly open landscape, that is the property of the Tel Aviv municipality, and additional parking places.

As part of the purchase agreements signed in 2010, the purchasers produced to the sellers a Firm Commitment Letter (F.C.L) according to 
which the bank confirms to the purchasers that it shall grant them, provided that certain conditions are met, financing to complete the purchase 
of the leasehold rights in the complex.

d. Wholesale market

1. Real estate rights and acquisition agreements

2. Financing of the project
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NOTE 33 – COMMITMENTS (continued):

To pay the consideration's balance, the FCL was realized and the purchasers received loan from the bank. The loan was extended for 18 months 
ending on November 30, 2013 when the principal is to be repaid in one payment at the end of the period and the interest payments are to be paid 
every quarter. The purchasers may repay the principal by early repayment pursuant to the loan agreement. The loan bears interest at an annual 
interest rate equal to the "Prime" rate plus 2% (as of December 31, 2012, the interest rate is 5.25%). The loan is designated to turn into a long 
term loan upon signing an agreement between the Mall Company and the bank concerning the financing of construction on the project's real 
estate.

As of December 31, 2012, confirmation was received from the lending bank that as long as no financing agreement is signed until the original 
repayment date, the bank agrees to extend a new loan to the Company in the amount equal to the loan principal for an additional 45 days.

The loan agreement sets forth various provisions enabling the bank to put the loan for immediate repayment in bank loans.

To secure the bank credit, BSRE was required to guarantee with unlimited amount to secure 50% of debts and obligations of the residential 
company and the mall company towards the banks.

In April 2010 BSRE and Gindi signed an agreement of principles which, inter alia, determined the following:

3. Principles agreement with Gindi.

a. BSRE shall extend 60% of the amounts required to make the first payment and 60% of any additional amount required to promote the 
project until the second payment is made and which may not be available under the bank credit line. As of December 31, 2012 balance 
stands at NIS 55.4 million and is presented under the item of long term loans granted

b. Gindi will provide management services, including selling and marketing, to the project in return for a management fee of 16% of the 
profit from the project, calculated as determined in the agreement. As an advance for the management fee above, an amount of NIS 15 
million will be paid over five years from the date of the acquisition agreement subject to the bank's approval.

c. As for updating the agreement of principles from June 2012, and decrease in holding rate in the City Core Tel Aviv Ltd, see note 11.

e. On May 13, 2012, BSRE signed a memorandum of understanding with a third party (the lessee), pursuant to which the Company agreed to erect a
23,000 square-meter office building on a part of real property it owns in Ra'anana and also to construct a 2,300 square-meter basement (the 
structure), both of which will be leased to the lessee for 10 years for monthly rental fees of NIS 1,660 thousand linked to the CPI with a renewal
option for an additional 5 years. The rental fees in this period shall increase by 7.5%. BSRE has undertaken to erect a surrounding structure at
estimated cost of NIS 200 million and to perform all of the finishing work, as far as requested by the lessee, which is estimated at a cost NIS 75
million. BSRE will be entitled to receive from the lessee a payment equal to 7.5% of the cost of the finishing work in addition to monthly rental fees
if BSRE will perform the finishing work.
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NOTE 33 – COMMITMENTS (continued):

BSRE has undertaken to finish the construction work and to transfer the building at the end of the final quarter of 2014. BSRE and the lessee have 
determined acceptable compensation mechanisms. As of the reporting date, BSRE obtained building permits to erect the building and the 
construction work has begun. Following the earthwork in the project, in September 2012, the Company entered into an agreement with another 
contractor who commenced the construction work. On January 21, 2013, BSRE entered into an agreement for the sale of half of its rights in the 
property to Harel Investments, Insurance and Financial Services Ltd. in return for NIS 51 million and shall bear 50% of the remaining establishment 
costs. In addition, BSRE is entitled to an additional consideration for building rights of 2,500 sq.m that were not yet utilized and according to the 
agreement such consideration is to be payable in a later date.
The agreement further determines that if the building rights in the real estate are increased, Harel shall have the option to purchase 50% of these 
rights at a consideration to be determined according to the value of the rights. A collaboration agreement was signed between BSRE and Harel.

On February 8, 2012, a corporation controlled by Dor Alon (55% held) entered into a detailed agreement with Sugat Sugar Refineries Ltd. (Sugat) 
under which the corporation shall establish a power plant on its premises with total capacity of up to 124 Mega Watt. At the first stage, the plant 
capacity shall be 64 Mega Watt. Under the agreement, the power plant shall provide the energy needs of Sugat for 24 years and 11 months and in 
addition, the corporation may sell steam and electricity to third parties.
It was further agreed that in the stage preceding the first stage, the corporation shall connect the Sugat plant to the natural gas transmission systems, 
shall convert the existing energy plant of Sugat to a dual system enabling the operation by fuel oil and natural gas and shall operate and maintain for 
Sugat its existing energy plant, all as determined in the detailed agreement.
On March 1, 2012, the corporation entered into an agreement with Israel Natural Gas Lines Ltd. ("INGL") to connect Sugat to the national 
transmission system for natural gas and to provide natural gas transmission services by INGL (the agreement).

f. On June 5, 2012, BSRE entered into a loan agreement with a group of institutional companies to finance the building of the addition to the Hadar
Mall, which is currently under construction. The lenders will extend an amount of NIS 125 million over a period of 10 years during which an
aggregate of NIS 42.5 million will be repaid in 17 bi-annual payments commencing on the 18th month subsequent to the date of the loan, and the 
remaining sum will be repaid in a one-time payment at the end of the loan term. BSRE has the option to obtain an additional loan of NIS 40 million
upon the completion of the construction. The loan is linked to the CPI and bears annual interest of 4.1%. As collateral for the repayment of the loan,
BSRE placed a charge on its rights in the Hadar Mall.

g. Commitment for establishing a power plant:
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NOTE 33 – COMMITMENTS (continued):

Pursuant to the agreement, INGL shall establish the infrastructures that include, inter alia, the transmission piping and the facilities necessary to 
connect the Sugat plant to natural gas and shall install the infrastructures necessary for natural gas transmission to the power plant which is planned 
to be built by the corporation on the Sugat plant premises.
The agreement is for a period until July 31, 2029 with a renewal option of five additional years.
Pursuant to the agreement, the corporation shall bear the connecting expenses to the transmission system which is estimated at NIS 15 million. In 
addition the corporation is committed to pay the current annual payments to INGL for transmission services until the end of the agreement term in an 
immaterial amount, regardless of whether the corporation uses the transmission services or not.

h. On December 9, 2012, the Corporation entered into an agreement to purchase natural gas from the partners in Tamar partnership (the partnership
agreement) for the purpose of operating existing installations and a power plant, when established, the purpose of which, is to supply the energy
needs of Sugat. Dor Alon's Board of Directors approved the transaction as an extraordinary transaction, in which the controlling shareholders may
have a personal interest, pursuant to the Companies' Regulations (Relieves in Transactions with Interested Parties) – 2000. Pursuant to the 
agreement, Tamar partnership partners committed to supply the partnership with natural gas at a scope of up to 1.68 billion square meters according
to the conditions set forth in the supply agreement. The term of agreement is 15 years or the end of consuming the contractual quantity, whichever is
earlier, and is expected to commence at the beginning of 2014.

i. In July 2002, Dor Alon transferred its offices to a site close to Kibbutz Yakum. The lease agreement was signed for a period up to July 2013 and
was extended during 2012 to July 2014 with the option for the extension of one year. The annual rental is NIS 2,622 thousand, linked to the
December 2001 CPI.

j. Dor Alon has agreements with the owners of land for the building and operation of 21 fueling stations and three agreements for the building of
commercial centers. Dor Alon has undertaken to pay Alon Israel Oil Company Ltd. an amount equal to U.S. $250 thousand for each of the above
agreements that is exercised. An agreement is considered exercised when the fueling station or commercial center has started providing services to
the public. As of December 31, 2012, two commercial centers and two filling stations had started operation.

k. As part of Dor Alon's formal negotiations with the Environment Ministry it suggested a multi-annual plan for identifying and rectifying pollution in 
filling station sites operated by Dor Alon and which were built after the Water Regulations came into force. Under the plan Dor Alon will perform
the above plan over a period of 8 years. The said plan and any activity performed in the framework of this plan are considered to be of a positive
nature by the Environment Ministry. Such positive actions may be taken into account when deciding whether to take Dor Alon and its officeholders
to Court. In addition, Dor Alon and the Ministry reached an understanding on the installation of a system designed to prevent fuel fumes emissions
(stage 2) in the fueling stations operated by Dor Alon. As part of the said understandings, Dor Alon would install such systems in sites that are
located up to 40 meters from residential properties. According to Dor Alon's management, Dor Alon will install such system in approximately 18
fueling stations that it operates. The cost of such an investment amounts to approximately U.S.$ 70 thousand per fueling station. Dor Alon expects
that its investment in the relevant equipment, in order to implement the provisions of the said Regulations, in each of the next two years will be
approximately NIS 13 million. In addition, Dor Alon expects that it will be required to invest further amounts also in future years.
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NOTE 34 - LIENS AND GUARANTEES:

LIENS:

BSRE

In addition to the above, at the date of approval of these financial statements on five of the assets which were transferred as part of the split off from Alon 
Holdings in 2006, together with the foundation of BSRE, liens were placed to secure the liabilities to third parties (mainly banks) relating to these 
properties to Alon Holdings.

Also, charges have been registered on nine further properties from among the properties transferred. In the latter case, however, the Company has 
received ‘exclusion letters’ (hereinafter - the conditional ‘exclusion letters’) from the holders of the above charges. The Company has advised BSRE, that 
it has abided by, or will abide by, the terms of the conditional ‘exclusion letters,’ and that there is no significant impediment to the completion of their 
transfer to BSRE.

a. As of December 31, 2010 there are charges on fifteen of properties transferred to BSRE by Mega for the purpose of securing the liabilities of the vendors
of the above properties acquired by BSRE to third parties (mainly banks). The balance of loans as of December 31, 2012, for which the liens were placed
amounted to approximately NIS 211 million.

b. On December 31, 2012 a BSRE subsidiary had a loan in an amount of NIS 71 million to finance the establishment of logistic center in Beer Tuvia. A
first ranking lien on the property and the accompanying rights was registered in favor of the bank.

c. As of December 31, 2012 there is a charge on one of the properties transferred from Mega to BSRE for the purpose of securing the liabilities of the
vendors of the property acquired by Mega to the third parties. In addition, a charge has been registered on one further property transferred by Mega to
BSRE in favor of a third party. In the latter case, however, Mega Retail has received "exclusion letter" from the holders of the above property.

d. To secure the repayment of the loans of the Residential Company and the Mall Company, the rights in the real estate were pledged in favor of the bank
that extended the loans to the purchasers (see note 33.d.2).

e. As a collateral to pay the loan to expand Hadar mall in Jerusalem (BSRE's share in the mall is 50%)(including the additional loan, if exercised) BSRE
charged in favor of the lenders the entire rights in the real estate of the mall including related rights (such as the Company's rights in lease agreements
signed and/or to be signed with tenants in the mall, placing charges on the Company's rights in insurance policies). In addition, BSRE placed charges in
favor the lenders by floating charge on its rights in a designated account in which lease fees are to be deposited (the Company's share) and shall charge
its shares in the management company of the mall (50%).

f. As security for the financing arrangement for the development of the parking area in Giv'on, Tel Aviv Parking lots Ltd. has registered a fixed and
floating charges on all the assets and rights of the lender, including BSRE's shareholding in the lender.
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NOTE 34 - LIENS AND GUARANTEES (continued):

Dor Alon

In order to secure the liabilities of Dor Alon and its subsidiaries to banks, the balance of which as of December 31, 2012 amounted to NIS 1,058 million, 
Dor Alon and its subsidiaries placed floating charges on all their assets, share capital and goodwill, excluding relating to the domestic sales of LPG. 
Some of the unlimited charges are in accordance with a development contract with the ILA. Liens were also placed on ownership rights in certain real 
estate assets and rights to receive funds and notes, insurance rights etc. in connection with these real estate assets. To secure the liabilities of other 
subsidiaries to commercial banks a fixed and a current charge were placed on the current assets, the fixed assets, the goodwill, the insurance rights, the 
receipts from credit card companies and share capital.
In addition, Dor Alon recorded a first degree pledge on the shares of 14 proportionally consolidated entities and all the accompanying rights, a first 
degree pledge on rights which were pledged to Dor Alon in connection with commercial centers and fuel services, including insurance rights and the 
right to receive funds from various debtors and shareholders of the proportionally consolidated entities.

BEE Group

The BEE Group and some of its subsidiaries (excluding Na'aman and Vardinon) placed unlimited, fixed and floating charges and a first ranking lien on 
the warehouse and all its assets, property, book debts, rent, goodwill, profits, revenues, rights of ownership and other benefits in favor of banks to secure 
their liabilities to banks, amounting as of December 31, 2012 to NIS 98 million.

In order to secure the liabilities of Na’aman and Vardinon, the companies have undertaken not to pledge any of their assets and/or provide any kind of 
guarantee to a third party without prior approval of the banks

GUARANTEES:

a. The Company has provided bank guarantees for third parties such as service suppliers, for gift certificates and customers in an aggregate amount of
approximately NIS 3.5 million.

b. Mega has issued the following guarantees:

i. Mega has provided bank guarantees for its subsidiary, Eden Teva Briut, in an aggregate amount of approximately NIS 110.3 million.
ii. Mega provided a bank guarantee to a third party in an amount of approximately NIS 3.8 million.

c. BSRE has issued the following guarantees:

i. A guarantee for the liabilities of the purchasers to the sellers as part of the Wholesale market transaction. In addition, BSRE guaranteed the 
liabilities of the City Core Tel Aviv company and City Mall Tel Aviv company discussed in note 33d.

ii. In an unlimited amount to a bank for its 50% share in the credit and loan agreement for the wholesale market project and for the bank 
guarantees provided to purchasers of apartments from the residence company in an amount of NIS 800 million as of March 2013. See note 
33d.

iii. A guarantee for a bank loan to the logistic center company of NIS 71 million.
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NOTE 34 - LIENS AND GUARANTEES (continued):

NOTE 35 – RELATED-PARTY DISCLOSURES

Key management personnel – includes the members of the board of directors and senior managers in the Company, and CEO's of Dor Alon, BSRE
and BEE Group.

The principal related parties of the Company are: Alon Retail Ltd., Alon Israel Oil Company Ltd., Alon USA LP, Bielsol Investments (1987) Ltd.,
collective acquisition entities of kibbutzim in Israel that hold Alon Israel Oil Company Ltd, and other companies, whose interests are controlled by 
the Company's directors among others.

iv. A guarantee for its 50% share in the credit facility and financing agreement for the building of the Giv'on car park (see note 33c).
v. In the amount of NIS 4.5 million to the Tel-Aviv municipality and the building contractor for the Tel Aviv parking lots.
vi. In the amount of NIS 0.4 million to the Netanya development organization as part of its liabilities in a development agreement.
vii. In an unlimited amount for its 50% share to a bank as part of the credit and loan agreement for Eyal Baribua Ltd, a proportionately 

consolidated company.

d. Dor Alon provided guarantees in the amount of NIS 76.5 million in connection with tenders in which it participates as a bidder and in connection 
with legal proceedings to which it is a party.

e. Dor Alon provided a guarantee of NIS 9.2 million to secure its debentures.

a. Transactions with related parties:

Year ended December 31
2010 2011 2012

NIS in thousands
Fuel sales to related parties(a) 59,806 212,902 204,592
Fuel sales to joint control entities(a) 82,355 380,670 387,386
Rental income (b) 3,115 6,706 6,551
Management fees to parent company (c) 1,430 5,956 5,902
Directors' fees (d) 3,070 4,167 2,733
Legal consulting (e) 2,434 5,544 3,613
Purchases (f) 814,583 813,682 808,749
Commissions (g) 4,988 - -
Discounts (h) 495 - -
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During 2010, BSRE signed agreements with subsidiaries of Alon U.S.A, a related party, for the acquisition and development of a property 
in Point-Wells near Seattle, Washington, USA (presented as real estate inventories - see also note 14c.). The property, which currently 
serves primarily as a plant for storage and distribution of fuel and oils of the related parties was acquired for U.S. $19.5 million.
According to the development agreement, all demolition and contamination cleanups required for the land will be the responsibility of the 
related parties and on their own account; the related parties will also compensate BSRE for any damages incurred in connection with such 
activities. In case the Company was to sell the land the related party may participate in the consideration net of costs as defined in the 
agreement.
The agreements provide for the lease of the property to the related parties for a period of up to 10 years. Rental income received by BSRE 
amounts to $1.7 million for the years 2012 and 2011, respectively (NIS 6.6 million).

The Company receives legal services from S. Biran & Co. a related party of the Company.

ALON HOLDINGS BLUE SQUARE – ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

a. Relate to transactions that are carried out in the normal course of business in accordance with regular market prices and credit.

b. Point Wells

c. In December 2010, Alon and Dor Alon entered into a management services agreement ("Management Services Agreement"), effective 
from January 1, 2011, by which Alon provides the following services and rights to Dor Alon (the "Services"): (i) various management 
services, including those related to the chairman of the board and president of Dor Alon, day to day management of Dor Alon, strategy and 
business development, supplementary legal counsel, corporate secretary services provided by Alon's in-house counsel, and (ii) the right to 
use the "Alon" and "Alonit" brand names. As consideration for the Services, since 2011, the quarterly management fees paid by Dor Alon 
to Alon equal the aggregate of 3% of Dor Alon's EBITDA profits according to Dor Alon's quarterly consolidated financial statements, but 
not more than NIS 1,500 thousand on a quarterly basis, linked to the consumer price index. In both 2011 and 2012, Alon received 
approximately NIS 5.9 million for the Services.

d. Commencing November 15, 2005, the Company's Chief Executive Officer, Mr. David Wiessman receives compensation for his services of 
NIS 49,000 per month plus reimbursement of actual expenses incurred in connection with his services to the Company. The compensation 
amount is linked to the Israeli CPI (base index – November 2005), and is updated every three months. Due to the recent amendment to the 
Israeli's Companies Law, this arrangement was re-approved by our audit committee, board of directors and shareholders meeting for 
additional three years commencing on February 2, 2012.

e. Legal services
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NOTE 35 – RELATED-PARTY DISCLOSURES (continued):

Mega purchases goods from Tnuva and Dor Alon. These arrangements are in the ordinary course of our business, and the terms and 
conditions of these arrangements are at "arm's-length". The Company purchases most of its dairy, fresh produce and poultry products from 
the Tnuva corporation, which holds a leading position in the domestic dairy and poultry markets. To our knowledge, some of the collective 
acquisition entities of kibbutzim in Israel that hold shares of Alon, our controlling shareholder, hold 21.5% of Tnuva.

In January 2004 the shareholders of Blue Square approved an agreement according to which it provides Dor Alon purchasing and supply 
services for stores operated by them. In consideration for these services, the Company is entitled to payment equivalent to the cost of the 
services provided with the addition of a margin as stated in the agreement.

On September 13, 2005, the Company’s general shareholders meeting approved a discount arrangement for some of the employees of the 
companies holding directly or indirectly in the Company’s shares (some of the employees of Alon Group) (hereinafter - “the entitled 
employees”).
The discounts to be given to the entitled employees will be identical to those given to the Company’s employees, which during 2011 were: 
12% at the Mega In Town stores, 12% at Mega on-line, 6% at the Zol Beshefa stores and Mega Bool stores, 50% in Vardinon and 30% in 
Na'aman.

The discounts are limited to purchases in a total amount of NIS 8,500 a month.

Gift cards

The Company sells gift certificates for the par value in the certificate less a discount, according to commercial terms negotiated with the clients 
during the regular course of business.

Employment agreement with Ms. Moran Wiessman

Beginning in January 2009, Ms. Moran Wiessman has been employed by Alon's wholly-owned subsidiary Bee Group as the manager of the Bee 
Group internet sites. Ms. Wiessman is the daughter of Mr. David Wiessman, the Company's Chief Executive Officer. As of December 31, 2012, 
Ms. Wiessman receives a monthly salary of NIS 16,000, a cell phone at the expense of Bee Group, and Bee Group assigned a car to Ms. 
Wiessman as is customary in Bee Group for employees at the same level. In addition, Ms. Wiessman is entitled to standard social allocations by 
Bee Group (5% for provident fund, 8.33% for severance payments and 1% for disability insurance) and other social benefits that are standard 
for an employee in her position.

Salary increases or bonuses shall be granted as is customary in Bee Group based on the professional performance of Ms. Wiessman. Ms. 
Wiessman's monthly salary may be increased by

f. Goods purchase from related parties

g. Service agreement

h. Discounts
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Bee Group management up to 20% annually, but any monthly salary (on an average basis) above NIS 18,000 requires the approval of the audit 
committee, board of directors and general meeting of shareholders. Bee Group management is entitled to grant Ms. Wiessman an annual bonus 
as is customary in Bee Group of only up to six monthly salaries a year. The grant requires the approval of the audit committee that will confirm 
that the bonus was given according to the grant's policy in Bee Group.

The employment agreement with Ms. Wiessman was approved by the audit committee, board of directors and the general meeting of 
shareholders.

Acquisition of apartment

During the year 2010 the Company's Co-Chief Executive Officer acquired an apartment from a proportionally consolidated company for NIS 
2,330 thousand.

Purchase of natural gas

Regarding purchase of natural gas from a third party see note 33.h.

Year-end balances arising from sales/purchases of goods/services:

The receivables from related parties arise mainly from sale transactions and are due two months after the date of the sales. The receivables are 
unsecured in nature and bear no interest. There are no provisions held against receivables from related parties.

As to a loan receivable from a related party, see note 16.

b. Balances with related parties

December 31,
2011 2012

NIS in thousands
Diners credit card customers 36,062 92,145
Other receivables 168,642 125,333
Loan to related party 38,291 38,849
Loans to joint control entities 55,908 80,771

298,903 337,098
Trade payables 52,060 51,107
Other payables 18,266 18,101
Loan to parent Company 55,000 9,250

125,326 78,458
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NOTE 35 – RELATED-PARTY DISCLOSURES (continued):

In connection with the acquisition Alon and the Company obtained a pre-ruling from the Israeli Tax Authority. The pre-ruling is subject to 
various conditions and provides, among other things, that the cost basis and the purchase date of the shares of Dor Alon for tax purposes in the 
possession of the Company following the acquisition will be the original price and acquisition date, respectively, as they had been for Alon prior 
to the acquisition. Alon has clarified to the Company that, in connection with the payment of tax at the time of any future sale by the Company 
of all or part of its shares in Dor Alon, if any, to a third party, Alon will pay that portion of any applicable tax payable in an amount equal to the 
amount of tax deferred by the Tax Authority in its pre-ruling (i.e., the amount of tax that would have been payable by Alon in connection with 
the acquisition had the acquisition not been tax exempt according to the pre-ruling).

Key management compensation

c. Acquisition of Dor Alon

d. Dor Alon

1. Pursuant to the agreement entered into in May 2005, and subsequently extended on January 6, 2011 until January 2016, Dor Alon may, 
from time to time, deposit funds with Alon and receive in return funds on ON CALL terms (on an on-demand basis). The amount of funds 
lent from each party to the other party may not exceed NIS 150 million at any time (linked to the prime rate less 1.25%). Against the 
deposits, the depositor is entitled to require the recipient party to provide her /or third parties bank guarantees or letters of credit. Each party 
is entitled to redeem or require redemption of the balance by giving notice of three banking business days. Either party may terminate the 
agreement by providing three-month prior written notice.

2. As part of the transfer of assets and operations that took place in 2004, Alon undertook to indemnify Dor Alon for expenses Dor Alon may 
incur relating to the period through the date of transfer of the assets and Dor Alon undertook to indemnify Alon in case lawsuits would be 
brought against it in respect of expenses relating to the period subsequent to the transfer of assets to Dor Alon. Also, Dor Alon undertook to 
indemnify Alon in respect of the tax liability to which Alon would be subject if Dor Alon were to breach the provisions of Section 104A of 
the Income Tax Ordinance regarding the transferred assets. Alon has undertaken to indemnify Dor Alon in respect of any amount Dor Alon 
would be required to pay in connection with the period during which 21 employees of Alon that were transferred to Dor Alon as part of the 
transfer of operations were employed by Alon.

Year ended December 31
2010 2011 2012

NIS in thousands
Salaries and other short-term employee benefits 21,825 16,760 17,047
Share-based payments 3,040 1,581 (663)
Total 24,865 18,341 16,384
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NOTE 36 – EVENTS SUBSEQUENT TO DECEMBER 31, 2012:

BSRE announced on a dividend distribution in the amount of NIS 50 million, the share of the Company NIS 39 million. The dividend was paid 
on April 23, 2013.
Dor Alon announced on a dividend distribution in the amount of NIS 20 million, the share of the Company NIS 15.7 million. The dividend was 
paid on April 9, 2013.

# # # # # #

a. In November 2012, BSRE granted an option to purchase the property in Petach Tikva subject to certain conditions in return for NIS 56 million. 
On March 6, 2013, the option was exercised and a sale agreement was signed under which 20% of the consideration was paid and the balance 
shall be paid in two equal installments after 120 days and 150 days.

b. In January 2013, BSRE entered into an agreement for the sale of half of its rights in the property to Harel Investments, Insurance and Financial 
Services Ltd. in return for NIS 51 million and shall bear 50% of the remaining establishment costs. In addition, BSRE is entitled to an additional 
consideration for building rights of 2,500 sq.m that were not yet utilized and according to the agreement such consideration is to be payable in a 
later date. The agreement further determines that if the building rights in the real estate are increased, Harel shall have the option to purchase 
50% of these rights at a consideration to be determined according to the value of the rights. A collaboration agreement was signed between 
BSRE and Harel.

c. Dividend:

d. On April 2013, the name of the Company was changed to "Alon Blue Square Israel Ltd."
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ALON HOLDINGS BLUE SQUARE – ISRAEL LTD.
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DETAILS OF PRINCIPAL SUBSIDIARIES, PROPORTIONALLY CONSOLIDATED COMPANIES AND ASSOCIATES AT DECEMBER 31, 2012

APPENDIX 

Holding Company Name of Company

Percentage of
ownership and

control by holding
Company as of

December 31, 2012
Alon Holdings Blue Square-Israel Ltd. Mega Retail Ltd. 100% Subsidiary

Blue Square Real Estate Ltd. 78.22% Subsidiary
BEE Group Ltd. 100% Subsidiary
Diners Club Israel Ltd. 36.75% Associate
Dor Alon Energy in Israel (1988) Ltd. 78.43% Subsidiary
Alon Cellular Ltd. 100% Subsidiary

Mega Retail Ltd. Eden Briut Teva Market Ltd. 51% Subsidiary
Doctor Baby Marketing Ltd. 100% Subsidiary
Loyalty plan-partnership "YOU" 75% Partnership
Radio Non-Stop Ltd. 33% Associated Company
Radio "Zafon" Ltd. 12% Associated Company

Blue Square Real Estate Ltd. Kenyon Hadar Management Company Ltd. 50% Jointly Consolidated
Hyper Lod Center Ltd. 100% Subsidiary
Gamda trade Ltd. 100% Subsidiary
Joint venture Blue Square - Hadar 50% Jointly Consolidated
Logistic Center Bee Square Real Estate Ltd. 100% Subsidiary
Izdarehet Investments Company Ltd. 50% Jointly consolidated
City Core Tel Aviv Ltd. 49.5% Associate
City Mall Tel Aviv Ltd. 50% Jointly consolidated
Tel Aviv Parking lots Ltd. 50% Jointly consolidated
Einat real estate investment agriculture cooperative 

Ltd. 50%
Jointly consolidated

Eyal Baribua Ltd. 50% Jointly consolidated
BSRE U.S.A Inc 100% Subsidiary
BSRE Point Wells Lp 99.9% Partnership

Bee Group Ltd. Na'aman Group Porcelain Ltd 77% Subsidiary
Kfar Hasha'ashuim Marketing Ltd. 90% Subsidiary

Na'aman Group Porcelain Ltd. Vardinon Textile Ltd. 100% Subsidiary
Sheshet Chain of Stores for Household Utensils Ltd. 100% Subsidiary

Dor Alon Energy in Israel (1988) Ltd. Dor Alon Gas Technologies Ltd. 100% Subsidiary
Dor Alon retail sites management LTD 100% Subsidiary
Alon fuel management and operation networks 

(1999) Ltd. 100%
Subsidiary

Loyalty plan-partnership "YOU" 25% Partnership
Dor energy holdings (2004) ltd 100% Subsidiary
Diners Club Israel Ltd. 12.25% Associate
Mercury Aviation 31% Associate
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The registrant hereby certifies that it meets all of the requirements for filing on Form 20-F and that it has duly caused and authorized the undersigned to 
sign this Annual Report on its behalf.

Date:  April 29, 2013

ALON HOLDINGS BLUE SQUARE - ISRAEL LTD.

By: /s/  David Wiessman
Name: David Wiessman
Title: Chief Executive Officer and 

Chief Operating Decision Maker  

By: /s/ Limor Ganot 
Name: Limor Ganot
Title: Co-Chief Executive Officer

By: /s/ Dror Moran
Name: Dror Moran
Title: Vice President and Chief 

Financial Officer



Exhibit 8.1

List of Subsidiaries*

Mega Retail Ltd.

Dor Alon Energy in Israel (1988) Ltd.

Blue Square Real Estate Ltd.

Eden Briut Teva Market Ltd.

Bee Group Retail Ltd.

Naaman Group (N.V.) Ltd.

Diners Club Israel Ltd.

Dor Alon Gas Technology Ltd.

Dor Alon Retail Sites Management Ltd.

Alon Cellular Ltd.

Kfar Hasha'ashuim Toy Chain Stores Ltd.

*All of our subsidiaries are incorporated in Israel



Exhibit 12.(a).1

CERTIFICATION

I, David Wiessman, certify that:

Date: April 29, 2013

1. I have reviewed this Annual Report on Form 20-F of Alon Holdings Blue Square -Israel Ltd.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the Company as of, and for, the periods presented in this report;

4. The Company’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) 
for the Company and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the Company, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the Company’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the Company’s internal control over financial reporting that occurred during the period covered by the annual
report that has materially affected, or is reasonably likely to materially affect, the Company’s internal control over financial reporting; and

5. The Company’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
Company’s auditors and the audit committee of the Company’s board of directors (or persons performing the equivalent function):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the Company’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the Company’s internal control 
over financial reporting.

By: /s/ David Wiessman
David Wiessman
Chief Executive Officer and Chief Operating Decision Maker



Exhibit 12.(a).2

CERTIFICATION

I, Limor Ganot, certify that:

Date: April 29, 2013

1. I have reviewed this Annual Report on Form 20-F of Alon Holdings Blue Square - Israel Ltd.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the 
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the 
financial condition, results of operations and cash flows of the Company as of, and for, the periods presented in this report;

4. The Company’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in 
Exchange Act Rules 13a-15(e) and 15d-15(e) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) 
for the Company and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the Company, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the Company’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the Company’s internal control over financial reporting that occurred during the period covered by the annual
report that has materially affected, or is reasonably likely to materially affect, the Company’s internal control over financial reporting; and

5. The Company’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
Company’s auditors and the audit committee of the Company’s board of directors (or persons performing the equivalent function):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably 
likely to adversely affect the Company’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the Company’s internal control 
over financial reporting.

By: /s/ Limor Ganot
Limor Ganot
Co-Chief Executive Officer



Exhibit 12.(a).3

CERTIFICATION

I, Dror Moran, certify that:

Date: April 29, 2013

1. I have reviewed this Annual Report on Form 20-F of Alon Holdings Blue Square -Israel Ltd.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the Company as of, and for, the periods presented in this report;

4. The Company’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) 
for the Company and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the Company, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the Company’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the Company’s internal control over financial reporting that occurred during the period covered by the annual
report that has materially affected, or is reasonably likely to materially affect, the Company’s internal control over financial reporting; and

5. The Company’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
Company’s auditors and the audit committee of the Company’s board of directors (or persons performing the equivalent function):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the Company’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the Company’s internal control 
over financial reporting.

By: /s/ Dror Moran
Dror Moran
Vice President and Chief Financial Officer



Exhibit 13.(a).1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Alon Holdings Blue Square - Israel Ltd. (the “Company”) on Form 20-F for the period ending December 31, 2012, as
filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned hereby certify that to the best of our knowledge:

Date: April 29, 2013

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

By: /s/ David Wiessman
David Wiessman
Chief Executive Officer and Chief Operating Decision Maker

By: /s/ Limor Ganot
Limor Ganot
Co-Chief Executive Officer

By: /s/ Dror Moran
Dror Moran
Vice President and Chief Financial Officer
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CONSENT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statement on Form S-8 (No. 333-149175) of  Alon Holdings Blue Square - Israel Ltd. of 
our report, dated April 29, 2013, relating to the financial statements which appear in this Form 20-F.

Tel Aviv, Israel /s/ Kesselman & Kesselman
April 29, 2013 Kesselman & Kesselman

Certified Public Accountants (Isr.)
A member of PricewaterhouseCoopers
International Limited



Exhibit 14.(a).2

CONSENT OF INDEPENDENT REGISTERED 
PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in the Registration Statement (No. 333-149175) on Form S-8 of  Alon Holdings Blue Square - Israel Ltd. of our 
report, dated April 25, 2013, with respect to the consolidated statements of financial positions of Diners Club Israel Ltd. as of December 31, 2012 and 2011 and
the related consolidated statements of income, changes in equity and cash flows for each of the years in the three-year-period ended December 31, 2012 which
report appears in the December 31, 2012 annual report on Form 20-F of Alon Holdings Blue Square – Israel Ltd.

This report refers to a reconciliation of the Company's financial statements from the prepares basis to International Financial Reporting Standards as issued by the
International Accounting Standards Board, which appears in Note 23 to the consolidated financial statements.

Tel Aviv, Israel /s/ Somekh Chaikin
April 25, 2013 Somekh Chaikin

Certified Public Accountants (Isr.)
Member firm of KPMG  International.



Exhibit 14.(a).3

CONSENT

I hereby consent to the incorporation by reference in the Registration Statement on Form S-8 (No. 333-149175) of Alon Holdings Blue Square - Israel Ltd. (the 
"Company") of the summary of my appraisal of the Company's investment property located under the captions “Summary of Significant Accounting
Policies” (note 2f) in the consolidated financial statements of the Company for the year ended December 31, 2012 which appear in this Form 20-F.

Tel Aviv, Israel /s/ Oded Haushner
April 25, 2013 O. Haushner Civil Eng. and

Real Estate Appraisal Ltd.



Exhibit 14.(a).4

CONSENT

I hereby consent to the incorporation by reference in the Registration Statement on Form S-8 (No. 333-149175) of Alon Holdings Blue Square - Israel Ltd. (the 
"Company") of the summary of my appraisal of the Company's investment property located under the captions “Summary of Significant Accounting
Policies” (note 2f) in the consolidated financial statements of the Company for the year ended December 31, 2012 which appear in this Form 20-F.

Tel Aviv, Israel  /s/ Barak, Friedman Cohen & Co
April 25, 2013 Barak, Friedman Cohen & Co.

Economic & Real Estate Appraisal



Exhibit 14.(a).5

CONSENT

I hereby consent to the incorporation by reference in the Registration Statement on Form S-8 (No. 333-149175) of Alon Holdings Blue Square - Israel Ltd. (the 
"Company") of the summary of my appraisal of the Company's investment property located under the captions “Summary of Significant Accounting
Policies” (note 2f) in the consolidated financial statements of the Company for the year ended December 31, 2012 which appear in this Form 20-F.

Tel Aviv, Israel /s/ Greenberg Olpiner & co
April 25, 2013 Greenberg Olpiner & co

Real Estate Appraisals



Exhibit 14.(a).6

CONSENT

We hereby consent to the incorporation by reference in the Registration Statement on Form S-8 (No. 333-149175) of Alon Holdings Blue Square Israel Ltd. (the 
"Company") of the summary of our actuarial calculations of the Company's various employee benefits as described under the caption “Summary of Significant 
Accounting Policies” (note 2u) in the consolidated financial statements of the Company for the year ended December 31, 2012 which appear in this Form 20-F.

Tel Aviv, Israel /s/ Ernst & Young (Israel)
April 25, 2013 Ernst & Young (Israel)


