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With more than 600 properties in over 20 countries, 

Gazit-Globe is one of the largest owners and operators 

of supermarket-anchored shopping centers in the world 

and an active player in the healthcare real estate sector 

in North America. We own and operate assets valued at 

approximately US$18.5 billion, representing a gross leasable 

area of approximately 6.7 million square meters and a gross 

annualized income of approximately US$1.75 billion.

Our primary objective is to create value through long-

term maximization of cash flow and capital appreciation 

while increasing our dividends over time. We do this 

through a differentiated focus on the recession-resilient 

Gazit-Globe in a Nutshell

Think Global. acT local.

Serramonte, Daly City, California, USA

Promenada, Warsaw, Poland

Iso Omena, Esppo, Finland

Hazelton Lane, Toronto, Canada

necessity-driven asset class, a real estate sector which has 

demonstrated an ability to generate strong and sustainable 

cash flow through different economic cycles. To this end, we 

engage in the acquisition, development and management 

of income-producing supermarket-anchored shopping 

centers in growing, high-density urban markets in North 

America, Europe, Israel and Brazil.  We are also active in 

the healthcare real estate sector in North America. Our 

properties are typically located in countries characterized 

by political and economic stability and strong credit ratings. 

With the goal of achieving a leading position in each of 

our markets, we work to extend our presence in all of 

our focus areas while also expanding into new markets.  

 

Our Company shares are listed on the Tel Aviv Stock 

Exchange (TASE: GLOB) and the New York Stock Exchange 

(NYSE: GZT). In addition, the shares of our public subsidiaries 

are traded on a variety of international exchanges, including 

the New York Stock Exchange, the Toronto Stock Exchange, 

the Helsinki Stock Exchange, Euronext Amsterdam and the 

Vienna Stock Exchange.
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aa+ and above countries

NOI Diversification NOI Breakdown by Credit Rating

Rental Revenue
(NIS billions) 

Consistent Dividend Growth for Over a Decade
(NIS per share) 

NOI
(NIS billions) 

11.5%
CAGR (Compound Annual Growth Rate)
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Gazit-Globe in Numbers

Key Figures
(NIS million)

2012 2011 2010

Total Assets 68,270 64,426 50,408

Investment Properties 57,779 53,926 43,558

Interest Bearing Liabilities 40,184 38,520 31,370

Shareholder’s Equity Including Minority 21,030 19,628 15,191

Shareholder’s Equity 7,906 7,310 5,986

Net Debt to Total Assets 57.5% 58.0% 61.5%

More than 16% average total annual 
return to our shareholders from 2000

Europe 34%
Canada 34%
USA 26% 
Israel 5%
Brazil 1%

AA+ and above Countries 84%
Other Investment Grade Countries 15%
Below Investment Grade Countries 1%

* Q2 2012 Annualized
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Mandarinas, Vilnius, Lithuania

Formula in Brief

Visionary management

Focused strategy

Local insight

Realizing potential

Critical mass

Global presence

Capital resources 

Corporate citizenship 

Our experience over the past two decades has enabled us 

to refine our formula for generating strong, steady returns 

from our real estate investments throughout the world, in 

both good times and bad. Adherence to this formula has 

brought us many accomplishments so far, and we intend 

to continue utilizing it as our proven blueprint for success 

in existing and new markets.  

Our formula calls for investments in well-located, 

supermarket-anchored shopping centers, best-in-class 

human capital and proactive management. This formula 

has proven to be very well-suited for successful replication 

and scaling throughout the world.MiaMi

Palac Flora, Prague, Czech Republic 

G Kfar-Saba, Israel

Carrefour St-Hubert, Quebec, CanadaShops at Skylake, North Miami Beach, Florida, USA
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new
YoRk

Visionary Management – 
Successful IPO 
in the United States

In  December  2011  we  completed  our  initial  

public offering in the United States and our shares 

are now listed on the New York Stock Exchange.  

Being listed on the NYSE, the world’s most liquid 

equity exchange, enhances our access to capital 

to support our future growth. 

Management in the Lead

Our management is focused on:

 Identifying and motivating talented local managers

 Identifying opportunities

 Executing transactions 

 Developing long-term relationships 

with premier tenants

 Forming and managing local partnerships 

 Creating and actualizing innovative concepts

 Allocating capital efficiently 

To achieve our goals, we rely on the experience and 

vision of our management team. With decades of 

accumulated experience and know-how, the team is 

able to integrate its deep fundamental understanding 

of the real estate business with the specific market 

insight of our local management teams, and then to 

adapt the proven Gazit-Globe strategy for actualization 

in each region. In this way, our management team 

has demonstrated its ability to continually grow our 

business and create shareholder value.

Spotting Opportunities            

Making Calculated Decisions             

Creating Value
More than 600 properties 

in over 20 countries
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Sheridan Plaza, Florida, USA

Gazit-Globe’s strategy is aimed at 
generating strong, consistent cash-flow 
growth in all types of macro-economic 
market conditions. It focuses on the
following key elements:

Necessity-Driven Properties

High-Density Urban Markets

The Right Locations

Strategy in Action Approximately 6.7 million m2 
of GLA (Gross Leasable Area)

Strategy in Action: 

During H1 2012 we have focused our attention on 

upgrading the quality of our portfolio.  Following 

the reported period we announced the completion 

of two transactions – taking Gazit America 

private and selling the majority of Royal Senior 

Care’s properties. These transactions are part of 

our strategy to focus our attention on our main 

business operations, to recycle capital into these 

operations and to continuously enhance our 

operational efficiency and increase potential for 

value creation. 

Target markets:

 High-density, urban growth markets with high 

barriers of entry: by focusing on attractive properties 

in supply-constrained areas, we are able to maintain 

high occupancy levels while increasing rent over time. 

 Countries with strong investment-grade credit 

rating: by focusing on countries with high credit 

rating, we reduce our exposure to macro-economic 

market risks.

Recession-resilient assets:

Despite their cultural differences, modern urban dwellers 

in all parts of the world demonstrate remarkably 

similar shopping patterns, marked by frequent visits to 

supermarkets, pharmacies, banks, and suppliers of basic 

products and services. By focusing on well-located, 

quality assets anchored by high-profile necessity-driven 

tenants, we have been able to achieve strong and growing 

cash flow in all types of economic cycles.

Galleria Copernicus, Torun, Poland

Shoppes at Dundas, Ontario, Canada

San
FRanciSco
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Local Insight in Practice

Sao Paulo

Local Management in Action: Brazil

Our local management team in Brazil is actively seeking 
to expand our footprint in this high-growth market, which 
we believe has the potential to become one of our future 
growth engines. The San Pelegrino Shopping Mall, 
the Company’s first development project in Brazil, was 
awarded the International LEED Certificate and is the 
first ‘Green’ shopping center in Brazil, in line with the 
Company’s global development strategy and its 
commitment to Green Construction.

With the conviction that all real estate is local in nature, we 

continue to place great emphasis on maintaining our  local 

“edge” as we expand our operations throughout the globe. 

As part of this effort, we make sure that our global best 

practices are executed in ways that reflect local market 

trends, with the local “flavor” that enables them to take 

root and flourish in specific markets.

In managing each property, we capitalize on our leading 

regional presence and strong tenant relationships, and also 

rely on the deep leasing expertise that transcends borders. 

Leveraging the insider’s knowledge of our experienced local 

teams, we proactively manage all properties in line with 

local consumer trends, and find the right ways to meet 

the total needs of our tenants. Our local teams also work 

closely with executive management to bring both local 

and global perspectives to bear on the development, 

repositioning and management of our properties.

Think Global. Act Local

Local Management Teams

Leveraging Best Practices

Extra Itaim, Sao Paulo, Brazil

$1.75 billion annual rental income

Veranda Shoppes, Plantation, Florida, USA

G Center Cinema City, Rishon LeZion, Israel
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Potrero Center, San Francisco, USA 
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Potential in Development

Acquisition, Development, 
Redevelopment

Best Practices

Proactive Asset Management

Realizing Potential: 
The Gallery at Westbury Plaza 

Construction continues in full force at The Gallery at 

Westbury Plaza, a new 30,000 sq.m. property being 

developed by Equity One, our U.S. subsidiary, in Long 

Island’s Nassau County, one of the most affluent and 

densely populated regions in the U.S. When combined 

with Westbury Plaza, a 37,000 sq.m. Wal-Mart- and 

Costco-anchored property adjacent to The Gallery at 

Westbury Plaza, Equity One will have properties with a 

half mile of frontage on Old Country Road, the market’s 

main retail corridor. Leases have  already  been  secured  

with leading tenants such as Container Store, Trader 

Joe’s, Saks Off Fifth and Nordstrom Rack, and the 

grand opening is scheduled for the end of 2012. 

After investing in the right property, we apply our 

management skills and resources to the realization 

of each asset’s full potential, thereby driving its long-

term growth in income and cash flow. Our efforts are 

guided by the best practices that we have developed 

regarding relations with local partners, authorities, 

financial institutions, tenants and the community. 

 

On a day-to-day basis, we engage in proactive 

management, including efforts ranging from close 

management of individual tenant relationships to 

capital-intensive expansion, redevelopment and 

other activities. In H1 2012, our investment in new 

properties, development and redevelopment totaled 

over NIS 2.85 billion (U.S. $700 Million).

Approximately 15,000 lease 
agreements with global tenants

Biewind Building, Tufts Medical Center 
Campus, Boston, USA

The Corinthian Medical Office 
Condominium, New York, USA

The Gallery at Westbury Plaza, 
Long Island, New York, USA

Westbury Plaza, Long Island, New York, USA
lonG iSland

Increased focus on 
A-class Medical Office Buildings

Gazit-Globe is actively pursuing the continued expansion and 

enhancement of its medical office buildings portfolio in northeastern  

U.S. and  Canada.  Medical office buildings is an  asset class that 

offers  resilience  characteristics  similar to necessity-driven shopping 

centers. We seek out assets with  differentiating  advantages, such 

as locations  near best-in-class hospitals and medical universities in 

strong urban locations. During 2011, the Company’s subsidiaries, 

ProMed  Properties  and  Gazit-America, invested over a quarter billion 

dollars in prime medical office buildings  in  dense  population  centers  

including Boston, New York City, Toronto and others.
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Molo Shopping Center, Szczecin, Poland

Critical Mass in Motion

94.5% average occupancy rate

With the goal of securing significant operating advantages, 

we seek to build a leading position in each of our target 

markets. Our methodology includes the integration of a 

disciplined, proactive strategy with the utilization of our 

significant experience and local market expertise.

We seek to establish critical mass in each of our markets 

as a means for generating economics of scale, and 

for achieving the marketing and operational synergies 

that drive profitability. Leveraging our leading market 

positions and the extensive market knowledge of our 

local management teams, we gain access to attractive 

acquisition, development and redevelopment opportunities 

while mitigating the associated risks. In parallel, our senior 

management provides our local management teams with 

strategic direction for the proactive management of our 

business. This approach enables us to better understand 

the needs of our regional and national tenants and to 

anticipate trends on a timely basis.

Securing Critical Mass in Canada

With over 50 properties in the Greater Toronto 

area alone, our subsidiary First Capital Realty, 

Canada’s leading owner, developer and operator 

of supermarket- and drugstore-anchored 

shopping centers, has established critical mass 

in Canada’s most densely populated market.   

As a result, we benefit from significant economies 

of scale which lead to effective synergies, reduced 

costs and strong relationships with tenants.

Approximately 6.7 Million m2 GLA

More than 600 Properties

Approximately 15,000 Lease Agreements

Governors Town Square, Georgia, USA

ToRonTo

Rocca Al Mare, Tallinn, Estonia

 Shops at King Liberty, Toronto, Canada
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United StateS 

equity One is a publicly-traded company that 
owns, develops and operates shopping centers  
located in strategic metropolitan areas across 
the United States. These centers are anchored 
by leading supermarkets, pharmacies and retail 
store chains.

ProMed Properties is a privately-held 
subsidiary engaged in the acquisition and 
management of medical office and medical-
research buildings in growing metropolitan areas 
of the United States.

Royal Senior Care  is a privately-held company 
active in the senior housing facilities sector in the 
southeastern United States. 

Canada

First Capital Realty, a publicly-traded 
company, is Canada’s leading owner, developer 
and operator of supermarket and drugstore-
anchored neighborhood and community 
shopping centers located predominantly in 
growing metropolitan areas.

Gazit america is a publicly-traded company 
active in the medical office building sector in 
Canada.

eUROPe

Citycon is a publicly-traded company that 
owns, develops and operates shopping centers 
and commercial properties primarily anchored 
by supermarkets. Citycon is the market leader in 
Finland, with a strong position in Sweden and a 
firm foothold in the Baltic countries. 

atrium european Real estate is a publicly-
traded company that specializes in the 
acquisition, development and management of 
shopping centers in Central and Eastern Europe.

Gazit Germany is a privately-held company that 
is active in the shopping center sector 
in Germany.

iSRaeL 

Gazit-Globe israel (development) is a 
privately-held company that is active in the 
acquisition, development and management of 
shopping centers in Israel.

BRaZiL

Gazit Brazil is a privately-held company 
active in the acquisition, development and 
management of shopping centers in Brazil.

Countries with a Strong 
Investment-Grade Credit Rating   

High-Growth Markets

Opportunistic & Strategic 
Acquisitions              

In two decades, we have grown to become a global 

company that owns and operates more than 600 

properties throughout the world, with listings on multiple 

equity markets. We focus our investments on developed 

economies with strong investment-grade credit ratings, 

including the United States, Canada, Finland, Sweden, 

Germany, Poland, Czech Republic and Israel.  We believe 

that our geographic diversity provides us with flexibility 

in terms of capital allocation and improves our resilience 

to changes in economic conditions and the cyclicality of 

markets, enabling us to apply successful ideas and proven 

market strategies in multiple countries. The combination of 

our global reach with our local management teams enables 

us to make accretive acquisitions that expand our asset 

base in our existing investment bases and new ones.

The business model that we have developed and 

implemented over the last 20 years, whereby we own 

and operate our properties through our publicly-traded 

and privately-held subsidiaries, had driven substantial 

and consistent growth. We leverage our expertise to grow 

and improve the operations of our subsidiaries, maximize 

profitability, mitigate risk and create value to shareholders.

Global in Reach

PRaGue

A Focus on Europe’s 
Strongest Economies

Our  focus  on  markets  with  strong,  stable  economies 

has  led  us  to  concentrate  our  investments  in  Europe  

on  countries  such  as  Poland and  the Czech  Republic 

in Central and Eastern Europe and countries such as 

Finland and Sweden in the Nordic area.  During  Q2 

2012 we entered Denmark,  acquiring a shopping center 

near Copenhagen, further establishing our foothold in the 

region.
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helSinki

Approximately NIS 2.85 billion (~US$ 
700 Million) investment in acquisition/
development/redevelopment in H1 2012

As a capital-intensive business, our success depends, 

among other factors, on our skill in managing capital 

resources and our access to capital from banks, financial 

institutions and public markets. Our securities and those 

of our major subsidiaries are traded on six international 

stock exchanges, and we have benefited from the flexibility 

offered by raising debt or equity financing on many of these 

public markets. We believe this global access to capital 

markets, together with our liquidity from internally generated 

cash and available lines of credit, lowers our overall cost of 

capital for strategic transactions, and enables us to pursue 

opportunities efficiently and in a timely manner.

Financial Strength

Conservative Fiscal Management

Solid Platform for Growth

Capital Resources in Control

Credit Rating

Gazit-Globe’s unwavering policy is transparency 

in its financial reporting so that investors can 

make educated decisions regarding investment 

in the Company’s securities. The Company 

operates  continuously  to maintain  financial  

flexibility and  a strong credit rating. Gazit-

Globe’s domestic credit rating by S&P Maalot 

is (ilA+) with a stable outlook and (Aa3) with a 

stable outlook by Midroog, Moody’s Subsidiary.

Militari Shopping Center, Bucharest, Romania

Trio, Lahti, Finland

Carrefour St-Hubert, Quebec, Canada 
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Developed the 1st shopping centers in Toronto, Brazil & the Nordic countries 
to be awarded the LEED Certificate

Social Responsibility

Environmental Perspective

Sustainable Approach

We are committed to the principles of Social Responsibility 

and to putting them into practice throughout our Group. We 

are guided by an Ethical Business Code of Conduct, and are 

committed to a high standard of transparency and to acting 

as a good corporate citizen.

As a forward-thinking, global real estate company, we believe 

that protecting the environment makes obvious sense, both 

from an environmental and a long-term economic point of 

view. Our leadership in this area is evidenced through our use 

of innovative green-construction principles and standards in 

a growing number of our projects throughout the world. Our 

aim is to minimize the environmental damage associated with 

our activities, to become more energy efficient and to minimize 

the day-to-day environmental footprint of our operations. 

 

We also care deeply about the communities in which we 

operate. Our commitment in this area is demonstrated by our 

support of numerous charitable organizations and initiatives 

in the areas of health, education, welfare, arts and culture. 

 

We are proud that these activities have been recognized 

by the Maala Organization for Social Responsibility, Israel’s 

leading advocate for corporate values and citizenship, which 

has awarded our company its highest ‘Platinum’ ranking for 

the past several years. We are also a member of the United 

Nations Global Compact, a strategic policy initiative for 

businesses that are committed to aligning their operations 

and strategies with universally accepted principles in the 

areas of human rights, labor and the environment.

Corporate Responsibility in Progress

Tel aViV

Galeries Normandie, Quebec, Canada Liljeholmen, Stockholm, Sweden

Good Corporate Citizenship: 
FTSE Recognition

Gazit-Globe is a constituent company of the 

FTSE4Good Index Series, a group singled out 

for the quality of their efforts to meet or exceed 

global corporate responsibility standards. The 

activities that qualified Gazit-Globe to be part of 

this prestigious index included its adoption of green 

building and operational practices, transparency 

towards stakeholders, support of universal 

human rights, and significant contributions to the 

community, including a broad variety of scholarship, 

educational and support programs. 

San Pelegrino Shopping Mall, Caxias do Sul, Brazil

Platinum
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GAZIT-GLOBE LTD. 
 

Directors’ Report to the Shareholders 

For the periods ended June 30, 2012 

 

The Board of Directors of Gazit-Globe Ltd. (the “Company”) is pleased to present the directors’ report of 

the Company for the periods ended June 30, 2012 (the “Reporting Date”):  

1. General  

A. Introduction  

The Company, through its investees
1
 (collectively: the “Group”), is the owner, operator and developer 

of income-producing properties in North America, Europe, Israel and Brazil. The Group focuses mainly 

on the supermarket-anchored shopping centers sector. In addition, the Group operates in the medical 

office buildings sector in North America, in initiation, development, management and construction of 

real estate projects in Israel and Eastern Europe, as well as in the senior housing facilities sector in the 

U.S.
2
 Furthermore, the Group continues to seek and realize business opportunities by acquiring 

properties and/or companies that operate within its core business or similar fields, both in regions where 

it currently operates and also in new regions.  

The Company’s securities are listed for trade on the Tel Aviv Stock Exchange Ltd (the “Stock 

Exchange”) and, since December 2011, also on the New York Stock Exchange (“NYSE”).  

The Company’s policy, as expressed over the years, is to focus on growing its cash flow through the 

proactive management of its properties. Company management believes that the long-term ownership of 

property, together with the implementation of this policy, will yield added value for shareholders.  

 

B. Properties  

As of June 30, 2012, the Group owns and manages 634 properties, as follows: 

� 566 shopping centers of various sizes  

� 14 shopping centers under development  

� 15 senior housing facilities
2
 (encompassing 1,665 units)  

� 28 medical office buildings  

� 11 other properties  

The above properties have a gross leasable area (“G.L.A.”) of approximately 6.7 million square meters. 

The properties are recorded in the Company’s financial statements at their fair value of approximately 

NIS 58.0 billion (approximately NIS 72.4 billion, assuming full consolidation
3
) and generate gross 

annual rental income (based on the gross annual rentals from the properties owned and on the exchange 

rates as of June 30, 2012) of approximately NIS 5.7 billion (approximately NIS 6.8 billion, assuming 

full consolidation
4
).  

                                                           
1
  Reference to investees includes, unless stated otherwise, companies that are fully consolidated by the Company and 

jointly controlled companies that are presented according to the equity method.  
2
  For details regarding the sale of 12 senior housing facilities, subsequent to the Reporting Date, refer to note 3.o of the 

financial statements.  
3
  Assuming the full consolidation of jointly controlled companies, presented according to the equity method, and the full 

inclusion of the value of properties managed by the Group.  
4
  Assuming the full consolidation of jointly controlled companies, presented according to the equity method, and the full 

inclusion of the rental income from the properties managed by the Group.  



  2

In the U.S., the Company operates mainly through Equity One Inc. (“EQY”), a public company listed 

on NYSE. EQY is a REIT for U.S. tax purposes. As of June 30, 2012, the Company owns, directly and 

indirectly (including through the subsidiary, Gazit America Inc., as described below), approximately 

43.3% of EQY’s share capital (approximately 42.0% of the voting rights). EQY’s properties are located 

primarily in growing metropolitan areas in the southeastern United States, mainly in Florida, Atlanta 

and Louisiana, and in the northeastern United States, mainly in the area of New York, Boston and 

Connecticut, as well as on the West Coast of the U.S., mainly in California. EQY owns
1
 162 income-

producing properties (156 operating shopping centers and 6 other properties), with a G.L.A. of 

approximately 1.8 million square meters, as well as 2 shopping centers under development. In addition, 

EQY partly owns, through joint ventures (10%/20%), and manages 13 shopping centers in the U.S., 

with a G.L.A. of approximately 177 thousand square meters.  

The Company also operates in the United States through ProMed Properties Inc. (“ProMed”) (100%), 

which is engaged in the medical office buildings sector and owns 15 medical office buildings in the 

U.S., with a G.L.A. of 128 thousand square meters. As of June 30, 2012, the Company also operates in 

the United States through Royal Senior Care, LLC (“RSC”) (60%) which operates in the senior housing 

facilities sector in the southeastern United States. As of June 30, 2012, RSC owns and manages 15 

senior housing facilities (including 2 properties in which RSC has a 20% interest, entitling it to 

management fees and including an incentive mechanism), encompassing 1,665 units. For details 

regarding the sale of 12 senior housing facilities subsequent to the Reporting Date, refer to note 3.o of 

the financial statements.  

In Canada, the Company mainly operates through First Capital Realty Inc. (“FCR”), a public company 

listed on the Toronto Stock Exchange ("TSX"). As of June 30, 2012, the Company holds 49.9% of 

FCR’s share capital. FCR’s properties are located primarily in growing metropolitan areas in the 

provinces of Ontario, Quebec, Alberta and British Columbia. FCR owns
1
 157 shopping centers in 

Canada, with a G.L.A. of approximately 2.1 million square meters and 8 shopping centers under 

development.  

As of June 30, 2012, the Company also operates in Canada through Gazit America Inc. (“GAA”), a 

public company listed on the TSX. As of June 30, 2012, the Company holds 73.1% of GAA’s share 

capital. In addition to its holding of approximately 14.3 million shares of EQY (approximately 12.7% of 

the share capital and approximately 11.4% of the voting rights, as of June 30, 2012), GAA operates in 

the medical office buildings sector in Canada and owns 13 medical office buildings, with a G.L.A. of 

approximately 101 thousand square meters. For details regarding the acquisition of all the GAA shares 

that are not already held by the Group and FCR’s acquisition of medical office buildings, subsequent to 

the Reporting Date, refer to note 3.m of the financial statements.  

In Brazil, the Company operates through Gazit Brazil Ltda. (“Gazit Brazil”), a wholly-owned 

subsidiary of the Company. Gazit Brazil is active in the acquisition, development, and management of 

shopping centers in Brazil. As of June 30, 2012, Gazit Brazil owns 4 income-producing commercial 

properties with a G.L.A. of approximately 42 thousand square meters.  

In Northern Europe, the Company operates through Citycon Oyj. (“CTY”), a public company, whose 

shares are listed on the Helsinki Stock Exchange (OMX). As of June 30, 2012, the Company owns 

approximately 48.0% of CTY’s share capital. CTY operates in Finland, Sweden, Estonia and Lithuania 

and owns 77 shopping centers and other retail properties of various sizes, with a G.L.A. of 

approximately 1 million square meters.  

In Central and Eastern Europe, the Company operates through Atrium European Real Estate Limited 

(“ATR”) – a jointly controlled company, which is presented according to the equity method, 

incorporated in Jersey, the Channel Islands, and listed on the Vienna Stock Exchange and on the 

Euronext Stock Exchange, Amsterdam, Netherlands. As of June 30, 2012, the Company owns 

approximately 34.2% of ATR’s share capital (the Company has a shareholders’ agreement with CPI, a 

fund that is part of the Apollo Global Real Estate Management L.P. Group (“CPI”) that holds, to the 

best of the Company’s knowledge, approximately 19.4% of the share capital of ATR). ATR operates 

primarily in Poland, the Czech Republic, Russia and Slovakia, and to a lesser extent in Hungary, 

Romania and Latvia. It owns 155 income-producing shopping centers and other retail properties of 

various sizes, which have a G.L.A. of approximately 1.2 million square meters. It also has 3 properties 

under development and 34 plots of land for future development.  

                                                           
1
  Includes jointly controlled properties.  
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In addition, the Company also operates in Germany in the shopping centers sector, where it operates 

through wholly-owned subsidiaries (“Gazit Germany”). As of June 30, 2012, Gazit Germany owns 6 

shopping centers and one other income-producing property, with a combined G.L.A. of approximately 

101 thousand square meters, and land for future development.  

In Israel, the Company, through Gazit-Globe Israel (Development) Ltd. (“Gazit Development”), which 

is 75% owned, is active in the acquisition, development and management of shopping centers. Gazit 

Development owns 10 income-producing shopping centers, in Israel, with a G.L.A. of approximately 

127 thousand square meters and has a property under development, as well as land for future 

development. Gazit Development is also active in Bulgaria and Macedonia, through its wholly-owned 

subsidiaries (“Gazit Development (Bulgaria)”), where it owns a shopping center with a G.L.A. of 

approximately 7 thousand square meters and land reserves for future development.  

In addition, Gazit Development also operates in Israel through Acad Building & Investments Ltd. 

(“Acad”), whose main activity is the holding, directly and indirectly, of 73.9% of the share capital of U. 

Dori Group Ltd. (“Dori Group”), a public company listed on the Stock Exchange. Dori Group is 

primarily engaged (including through U. Dori Construction Ltd., which is also a public company listed 

on the Stock Exchange) in the field of initiating, developing, constructing and selling real estate projects 

and the management and performance of contractual works in the real estate sector in Israel and Eastern 

Europe. Dori Group also owns indirectly 11.25% of Dorad Energy Ltd., which is involved in the 

construction of a private power station in the Ashkelon region of Israel. In addition, Acad is also the 

part-owner of rights in an income-producing property in Israel.  

 

The Regions (marked     ) where the Company operates are shown on the following map: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Other publicly accessible data concerning the Group, including up-to-date presentations, supplemental 

information packages regarding assets, liabilities and other information (it's being clarified that such 

information does not constitute part of this report and is not included by way of reference), can be found 

on the Company’s Internet website – www.gazit-globe.com, and the Internet websites of the Group’s 

public companies:  

www.equityone.net  

www.firstcapitalrealty.ca 

www.citycon.fi  

www.aere.com 

www.dori.co.il 
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C. Effects of the Financial Crisis and Volatility on the International Capital Markets 

The implications of the economic crisis that began in 2007 for the markets in which the Group operates 

led, inter alia, to a certain adverse effect, which is not material, on cash flows from the Group’s 

properties and to an increase in cash flow cap rates; these factors led to a decline in the fair value of the 

Group’s properties in 2008 and 2009. During 2010 and at the beginning of 2011, it was evident that the 

effects of the crisis that began in 2007 were moderating. Notwithstanding the above statement, the 

recent period has seen ever-greater volatility and uncertainty in the global financial markets, which 

apparently stems from the economic disquiet prevailing in Europe. The effect of the aforementioned 

volatility and uncertainty is reflected, as of the date of approving the reports, primarily in the price of 

company shares in Europe (that have been trading at below their equity value for a considerable time). 

On the other hand, the uncertainty and the credit crunch in Europe have created a number of 

opportunities for the Group to acquire attractive properties, which the Group’s European public 

companies took advantage of in 2011. 

As of June 30, 2012, the Company is reporting an increase in occupancy rates and in average rent rates, 

and no significant delays in rent payments that could materially affect the Group’s rental revenues. The 

Company assesses that it will be able to continue financing current operations and its investment 

activities from the Group’s existing financing sources, namely the Group’s liquid balances, its cash 

flows, issuances of equity and debt in the various capital markets in which the Group operates, and its 

unutilized approved credit facilities.  

Notwithstanding the situation described above, a renewed outbreak of global financial crisis, such as we 

have been witnessing in recent months, could affect the Group’s operations, its results and its financial 

position, including in the event of a decline in its operating results and cash flows and/or a fall in the 

value of the shares of the Group’s public companies, and the ability of the Group companies to raise 

equity and debt from the capital markets and banks. It could also cause a decline in the fair value of the 

investment property and investment property under development of the Group.  

The Company’s assessment regarding the impact of the aforementioned events on its operations, 

revenues, profits, debt- and equity-raising ability and financial position is not certain nor is it under the 

Company’s control; it therefore constitutes forward-looking statements. This assessment is based on 

facts and data with respect to the present position of the Company and its business, the present position 

of its fields of operation and the markets in which it operates, and macro-economic facts and data, all as 

known to the Company on the date of approval of the financial statements. In addition, the Company’s 

said assessment is based to a material extent on its present expectations and assessment with respect to 

future developments in each of the said parameters, and their inter-relationship. The Company cannot be 

certain that its assessment will indeed be realized, since it is subject to external influences that cannot be 

assessed in advance and that, as stated above, are not under its control.  

 

D. Early Adoption of International Financial Reporting Standards (“IFRS”) 

The Group has early adopted, with effect from the financial statements as of June 30, 2012, IFRS 

10, Consolidated Financial Statements (“IFRS 10”), IFRS 11, Joint Arrangements (“IFRS 11”), 

IFRS 12, Disclosure of Interests in Other Entities (“Standard 12”), IAS 28R, Investments in 

Associates and Joint Ventures (“IAS 28R”), and IAS 27R, Separate Financial Statements (“IAS 

27R”) (collectively: the “New Standards”). As provided in the New Standards, they are to be 

applied retroactively and accordingly the data for prior periods in the financial statements and in 

the directors’ report have been retroactively adjusted. For details regarding the effect of early 

adopting the New Standards, refer to notes 2.c and 6 of the financial statements.  

The data for prior periods in the financial statements and in the directors’ report have also been 

retroactively adjusted due to an amendment to IAS 12; for details, refer to notes 2.b and 6 of the 

financial statements.  
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E. Highlights - Second Quarter of 2012  

 

(NIS in millions, other than per share data) 

For the 3 months 

ended June 30  

 2012 2011
(
*

)
 Change 

Rental income 1,268 1,146 11% 

NOI
1
 865 780 11% 

Proportionately consolidated NOI
2
 539 459 17% 

FFO
3
 138 95 45% 

Diluted FFO
3
 per share (NIS) 0.84 0.61 38% 

 

Investments in investment property and investment 

property under development
4 1,836 1,364 - 

Fair value gain from investment property and 

investment property under development 718 543 - 

Net income attributable to equity holders of the 

Company  288 281 - 

Diluted earnings per share (NIS) 1.70 1.80 - 

Cash flows from operating activities 283 (20) - 

Equity attributable to equity holders of the Company 7,906 6,253 - 

Equity per share attributable to equity holders of the 

Company (NIS) 48.0 40.5 - 

Net asset value per share (EPRA NAV
5
) (NIS) 56.2 42.5 - 

EPRA NNNAV
5
 per share (NIS) 45.6 38.2 - 

 

• As of June 30, 2012, the Company and its consolidated subsidiaries had liquid balances and 

unutilized credit facilities available for immediate drawdown amounting to approximately NIS 8.5 

billion.  

• The ratio of net debt to total assets totaled approximately 57.5%, as of June 30, 2012, compared to 

60.6% as of June 30, 2011 and 58.0% as of December 31, 2011.  

 

 

 
(
*

) 
Retroactively adjusted due to the implementation of new IFRSs; for details refer to notes 2.b, 2.c 

and 6 of the financial statements.  

 

                                                           
1  

NOI – Rental income, net of property operating expenses.  
2
 For details of the Company’s proportionate share in the NOI of Group companies, in accordance with its holding rate in 

the equity of each of the Group companies, refer to section I.3 below.  
3
  The FFO is presented according to the management approach and in accordance with the EPRA guidance. For FFO data 

and the adjustments made thereto for the purpose of its calculation according to the management approach, refer to 

section I.2 below.  
4
  The Company and its consolidated subsidiaries.  

5
 Refer to section I.4 below.  
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F. Highlights – First Six Months of 2012 (the “Reporting Period”) 

 

(NIS in millions, other than per share data) 

For the 6 months 

ended June 30  

 2012 2011
(
*

)
 Change 

Rental income 2,527 2,289 10% 

NOI
1
 1,705 1,534 11% 

FFO
2
 272 184 48% 

Diluted FFO
3
 per share (NIS) 1.65 1.19 39% 

 

Investments in investment property and investment 

property under development
3 2,851 4,743 - 

Fair value gain from investment property and 

investment property under development 1,031 614 - 

Net income attributable to equity holders of the 

Company  546 267 - 

Diluted earnings per share (NIS) 3.24 1.71 - 

Cash flows from operating activities 395 290 - 
 

 

 
(
*

) 
Retroactively adjusted due to the implementation of new IFRSs; for details refer to notes 2.b, 2.c 

and 6 of the financial statements  

 

                                                           
1  

NOI – Rental income, net of property operating expenses.  
2
  The FFO is presented according to the management approach and in accordance with the EPRA criteria. For FFO data 

and the adjustments made thereto for the purpose of its calculation according to the management approach, refer to 

section I.2 below.  
3
  The Company and its consolidated subsidiaries.  
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G. The Company’s Major Holdings are Shown Below (Ownership Structure and Percentages are as 

of June 30, 2012):  

 
_________________________________ 

1  For details regarding the acquisition of all the GAA shares not already held by the Group, refer to note 3.m of the financial statements. 
2  A company jointly controlled together with CPI, which holds, to the best of the Company's knowledge, approximately 19.4% of the share capital of 

ATR.  

49.9% 

173.1% 

12.7% 

134.1% 

60.0% 

100% 

48.0% 

234.2% 

100% 

100% 

100% 

73.9% 

75% 



H. Breakdown of Net Rental Income (“NOI”)

 

 

 

Q2 2012 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
1
 As to the Company’s share (“by proportionate 

USA, 26

Europe ,
34%

Canada, 
34%

Brazil,  1%

8

Income (“NOI”)
1
, According to the Company’s Operating Regions:

Q2 2011

 

As to the Company’s share (“by proportionate consolidation”), refer to section I.3 below.  

26%

Israel, 5%

Europe ,
35%

Canada ,
33%

Brazil ,
1%

  

, According to the Company’s Operating Regions: 

2011 

 

USA ,
25%

Israel ,
6%
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I. Additional Information Concerning the Company’s Assets and Liabilities 

1. Summary of the Company’s holdings as of June 30, 2012:  

 

 

 

 

Name of 

company 

 

 

 

Type of security/ 

property 

 

 

 

Holding 

(millions) 

 

 

Holding 

interest  

(%) 

 

Book 

value  

(NIS in 

millions) 

Market value 

as of  

June 30, 

2012 

(NIS in millions) 

EQY
1
 Shares (NYSE) 38.4 34.1 2,035 3,194 

FCR Shares (TSX) 90.2 49.9 5,153 6,328 

CTY Shares (OMX) 133.5 48.0 2,078 1,468 

CTY
2
 Convertible  

debentures (OMX) 

 

42 

 

- 

 

228 

 

208 

ATR Shares (Euronext, 

VSX) 

 

127.7 

 

34.2 

 

3,861 

 

2,330 

GAA Shares (TSX) 17.0 73.1 337 469 

Dori Group
3
 Shares (TASE) 75.1 55.4 153 91 

Income-

producing 

property in 

Europe 

Income-producing 

property 

 

 

 

- 

 

 

 

- 

 

 

 

1,005 

 

 

 

- 

Land in 

Europe
4
 

Property under 

development and 

land 

 

 

- 

 

 

- 

 

 

212 

 

 

- 

ProMed Income-producing 

property 

 

- 

 

- 

 

1,949 

 

- 

Brazil Income-producing 

property 

 

- 

 

- 

 

514 

 

- 

Income-

producing 

property in 

Israel
4
 

Income-producing 

property 

 

 

 

- 

 

 

 

- 

 

 

 

1,753 

 

 

 

- 

Property 

under 

development 

and land in 

Israel
4
 

Property under 

development and 

land 

 

 

 

 

- 

 

 

 

 

- 

 

 

 

 

146 

 

 

 

 

- 

Total  - - 19,424 - 

                                                           
1
  Represents only the Company’s direct interest in EQY (in addition, GAA owns approximately 14.3 million EQY 

shares).  
2
  For details regarding the sale of convertible debentures of CTY subsequent to the Reporting Date, refer to note 4.b of 

the financial statements.  
3
 Represents a linked holding in Dori Group.  

4
  Presented according to the proportionate consolidation method (75%).  
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Below are the Company’s monetary balances (including balances of subsidiaries that are not public 

companies) (“expanded stand-alone basis”) as of June 30, 2012 (NIS in millions):  

 

Debentures  
1
9,229 

Debts to financial institutions 4,845 

Total debentures and debts to financial institutions
(
*

)
 14,074 

Other monetary liabilities 471 

Other liabilities 183 

Total liabilities  14,728 

Less – monetary assets 2,489 

Less – other investments
2
 721 

Liabilities, net 11,518 

(
*

)
 Below are the annual repayments of debentures and debts to financial institutions (NIS in 

millions):  

 

Year Debentures Banks Mortgages Total % 

2012 483 45 83 611 4 

2013 753 31 45 829 6 

2014 280 472 642 1,394 10 

2015 988 
3
1,094 276 2,358 17 

2016 968 681 25 1,674 12 

2017 760 529 68 1,357 10 

2018 1,142 - 329 1,471 10 

2019 1,498 - 115 1,613 11 

2020 836 - 18 854 6 

2021 967 - 20 987 7 

2022 and after 554 - 372 926 7 

Total  9,229 2,852 1,993 14,074 100 

 

                                                           
1
  Excludes a NIS 957 million asset that represents the fair value of swap-type derivatives, which is presented as part of 

the financial assets.  
2
  Comprised primarily of the investment in RSC and in participation units in private investment funds.  

3
 Includes a loan to finance the ATR transaction.  
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2. FFO (EPRA Earnings) 

As is the practice in the U.S. and in European countries, the Company customarily publishes 

information regarding the results of its operating activities in addition to and without derogating 

from the income statement prepared according to accounting principles. In European countries 

where the financial statements are prepared in conformity with International Financial Reporting 

Standards (“IFRS”), it is customary for income-producing property companies to publish their 

“EPRA Earnings”, which is a measure for presenting the operating results of a company that are 

attributable to its equity holders, in line with the position paper of the European Public Real Estate 

Association (“EPRA”), the objective of which is to promote greater transparency, uniformity and 

comparability of the financial information reported by property companies. This measure is not 

based on generally accepted accounting principles.  

EPRA Earnings are calculated as the net income attributable to the equity holders of a company 

after neutralizing non-recurring income and expenses (including gains or losses from property 

revaluations), sales of properties, depreciation and amortization and other kinds of gains and losses.  

In the U.S., where financial statements are usually prepared in conformity with U.S. generally 

accepted accounting principles (“U.S. GAAP”), it is customary for income-producing property 

companies to publish their FFO results (which is the net income attributable to its equity holders, 

reported after neutralizing income and expenses of a capital nature and with the addition of the 

company’s share in property depreciation and other amortization), in accordance with the position 

paper issued by NAREIT – the U.S.-based National Association of Real Estate Investment Trusts.  

EPRA Earnings are therefore similar in substance to FFO, with adjustments for the results reported 

under IFRS.  

The Company believes that publication of FFO, which is computed according to EPRA guidance, 

more correctly reflects the operating results of the Company, since the Company’s financial 

statements are prepared in conformity with IFRS. In addition, publication of FFO provides a better 

basis for the comparison of the Company’s operating results in a particular period with those of 

previous periods and also provides a uniform financial measure for comparing the Company’s 

operating results against those published by other European property companies.  

In addition, pursuant to the investment property guideline issued by the Israel Securities Authority 

in January 2011, FFO is to be presented in the “Description of the Company’s Business” section of 

the annual report of investment property companies on the basis of the EPRA criteria.  

As clarified in the EPRA and NAREIT position papers, the EPRA Earnings and the FFO measures 

do not represent cash flows from operating activities according to accepted accounting principles, 

nor do they reflect the cash held by a company or its ability to distribute that cash, and they are not a 

substitute for the reported net income. Furthermore, it is clarified that these measures are not audited 

by the Company’s independent auditors.  
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The table below presents the calculation of the Company’s FFO, computed according to the 

directives of EPRA, and its FFO per share for the stated periods:  

 

 

For the 6 

months ended 

June 30  

For the 3 

months ended 

June 30 

For the year 

ended 

December 31 

 2012 2011
(
*

)
  2012  2011

(
*

)
 2011

(
*

)
 

 NIS in millions (other than per share data) 

     
 

Net income attributable to equity holders 

of the Company for the period 546  267  288  281  719  

Adjustments:      

Fair value gain from investment property 

and investment property under 

development, net (1,031) (614) (718) (543) (1,670) 

Capital loss on sale of investment property 

and investment property under 

development 13  11  10  12  63  

Impairment of goodwill -  -  -  -  38  

Changes in the fair value of derivatives 

measured at fair value through profit and 

loss 35  32  13  (51) 179  

Adjustments with respect to companies 

accounted for using the equity method (47) (85) (48) (88) (131) 

Loss from decrease in holding interest of 

investees 1  1  
(
**

)-
  1  1  

Deferred taxes and current taxes with 

respect to disposal of properties 333  195  206  155  324  

Gain from bargain purchase (119) (26) (37) (26) (102) 

Acquisition costs recognized in profit and 

loss 6  21  3  15  21 

Non-controlling interests’ share in above 

adjustments 401  236  287  213  654 

Nominal FFO  138  38  4  (31) 96 

Additional adjustments:      

CPI and exchange rate linkage differences 83  120  81  72  133  

Loss from early redemption of interest-

bearing liabilities 2  1  -  1  6  

Depreciation and amortization 8  8  5  3  15  

Adjustments with respect to companies 

accounted for using the equity method 14  2  34  7  67  

Other adjustments
1
 27  15  14  43  88  

FFO according to the management 

approach  272  184  138  95  405  

Basic and diluted FFO according to the 

management approach per share (in NIS) 1.65  1.19  0.84  0.61  2.62  

(
*

) 
Retroactively adjusted due to the implementation of new IFRSs; for details refer to notes 2.b, 

2.c and 6 of the financial statements  
(
**

)
 Represents an amount of less than NIS 1 million.  

                                                           
1
  Income and expenses adjusted against the net income for the purpose of calculating FFO, which include the adjustment of income 

from the waiver of the bonus and the compensation with respect to the expiration of the employment agreement of the Chairman of 

the Board of Directors in 2011, expenses and income from exceptional legal proceedings not related to the reporting periods, 

expenses arising from termination of the engagement of senior Group employees and also income and expenses from operations not 

related to income-producing property.  
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3. Additional information is presented below concerning the Company’s share in the income-

producing properties owned by the Group as of June 30, 2012, based on capitalized net operating 

income (“NOI”) methodology. The presentation of this information is intended to provide additional 

information, based on methodology that is generally accepted in the regions in which the Group 

operates, which might serve as an additional method in analyzing the value of the Company’s 

properties on the basis of the Company’s financial results for the Reporting Period. It is emphasized 

that this information does not in any way represent the Company’s estimate of the present or future 

value of its assets or shares.  

 

 For the 3months 

ended 

June 30 

For the year 

ended 

December 31 

 2012 2011
(
*

)
 2011

(
*

)
 

 NIS in millions 

Rental income 1,268  1,146  4,718  

Property operating expenses 403  366  1,522  

NOI for the period 865  780  3,196  

Less – minority’s share in NOI (416) (393) (1,567) 

Add – Company’s share in NOI of 

jointly controlled entities 90  72  286  

NOI for the period – the Group’s 

proportionate share 539  459  1,915  

NOI for the year 1
2,156 

1
1,836  1,915  

 

The sensitivity analyses shown in the table below describe the implied value of the Group’s income-

producing properties using the aforesaid methodology according to the range of different discount 

rates (“cap rates”) generally accepted in the regions in which the Group operates, as of the date of 

the financial statements. It should be noted that this analysis does not take into account income from 

premises that have not been leased and additional building rights that exist with respect to the 

Group’s income-producing properties. 

Value of proportionally consolidated income-producing property in accordance with the NOI 

for the second quarter of 2012: 

Cap Rate: 6.50% 7.00% 7.50% 8.00% 

Value of income-producing property 

(NIS in millions)
2
 33,166 30,797 28,744 26,948 

 

New properties and properties under development, which have not yet come on line and which are 

presented at their fair values in the Group’s books (according to the proportionate consolidation 

method) as of June 30, 2012, amounted to approximately NIS 2,093 million.  

The Group’s liabilities, net of monetary assets (according to the proportionate consolidation 

method) as of June 30, 2012, amounted to approximately NIS 25,044 million.  

 
(
*

) 
Retroactively adjusted due to the implementation of new IFRSs; for details refer to notes 2.b, 

2.c and 6 of the financial statements  

                                                           
1
  Calculated by multiplying the NOI for the second quarter by four.  

2
  Calculated as the product obtained from dividing the NOI by the cap rate.  
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4. Net Asset Value (EPRA NAV and EPRA NNNAV)  

As is customary in the European countries in which the Group operates, and in line with the EPRA 

position paper, the objective of which is to promote greater transparency, uniformity and 

comparability of the financial information reported by property companies, the Company publishes 

net asset value data (EPRA NAV), which is a measure that reflects the net asset value of the 

Company, with certain adjustments, e.g., the neutralization of the fair value of derivatives and 

deferred tax adjustments with respect to the revaluation of assets to their fair value; the Company 

also publishes EPRA NNNAV data, which is another measure reflecting net asset value (EPRA 

NAV), adjusted for the fair value of financial instruments of the kind referred to above and for the 

fair value of financial liabilities, and also with certain adjustments to the provision for deferred 

taxes.  

The Company considers that the presentation of the EPRA NAV and the EPRA NNNAV data 

enables the Company’s results to be compared with those of other European property companies. At 

the same time, such data do not constitute a valuation of the Company and do not replace the data 

presented in the financial statements; rather, they provide an additional aspect of the Company’s net 

asset value (NAV) in accordance with the recommendations of EPRA. It is clarified that such data 

are not audited by the Company’s independent auditors.  

Presented below is the calculation of the EPRA NAV and EPRA NNNAV:  

 

As of 

June 30 

As of 

December 31 

 2012 2011
(
*

)
 2011

(
*

)
 

 NIS in millions 

a. EPRA NAV    

Equity attributable to the equity holders of the 

Company, per the financial statements  7,906  6,253  7,310  

Adjustments for neutralization of fair value of 

derivatives  (755) (1,024) (829) 

A d d – provision for tax on revaluation of 

investment property to fair value (net of 

minority’s share) 1,827  1,160  1,427  

Adjustments with respect to associates 282  168  233  

Net asset value – EPRA NAV 9,260  6,557  8,141 

EPRA NAV per share (in NIS) 56.2 42.5  49.4  

b. EPRA NNNAV    

EPRA NAV 9,260  6,557  8,141 

Adjustment for addition of fair value of 

derivatives 755  1,024  829  

Adjustments of financial liabilities to fair value (1,068) (741) (887) 

Other adjustments to provision for deferred 

taxes
1
 (1,127) (769) (938) 

Adjustments with respect to associates (306) (175) (252) 

“Adjusted” net asset value - EPRA NNNAV 7,514  5,896  6,893  

EPRA NNNAV per share (in NIS) 45.6 38.2  41.8  

(
*

) 
Retroactively adjusted due to the implementation of new IFRSs; for details refer to notes 2.b, 

2.c and 6 of the financial statements  

 

5. As of June 30, 2012, the Company’s issued share capital comprises approximately 164.8 million 

shares, each with a par value of NIS 1 (excluding treasury shares held by the Company).  

 

                                                           
1
 This adjustment does not include a provision for tax with respect to the revaluation of investment property in territories 

where, upon disposing of property, the Company customarily defers the payment of the capital gains tax.  
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2. Explanations of the Board of Directors for the Corporation’s Business Position, its Operating Results, its Equity and its Cash Flows  

2.1 General  

In the Reporting Period, the Group’s investments in the acquisition and development of new properties and in the redevelopment, expansion and 

construction of various existing properties totaled approximately NIS 2,851 million and investments in the Company’s investees totaled approximately 

NIS 194 million. The effect of these investments on the operating results of the Group will mainly be reflected during the year and in 2013 and 

thereafter.  

A. Property activities  

1) In the Reporting Period, the Group acquired 11 income-producing properties, with a total G.L.A. of approximately 110 thousand square meters, 

and land for future development, at a total cost of approximately NIS 1,862 million. In addition, the Group has developed new properties and 

redeveloped existing properties at a total cost of approximately NIS 989 million.  

2) Principal operational data: 

 

Income- 

producing 

properties 

G.L.A. 

(in thousands 

of square meters) 

Average basic monthly  

rent per square meter 

Change in 

same 

property 
NOI

(
*

)
 

Occupancy rate 

in core properties 

Debt to 

total assets 30.06.2012 30.06.2011 30.06.2012 30.06.2011 

EQY 162 1,796 U.S.$ 12.74 U.S. 11.78 2.7% 91.8% 90.2% 38.5% 

FCR 157 2,075 C$ 15.46 C$ 14.76 1.2% 95.7% 96.2% 44.3% 

CTY 77 993 EUR 20.4 EUR 19.4 4.9% 95.6% 95.1% 58.6% 

ATR 155 1,224 EUR 11.8 EUR 12.0 7.0% 97.2% 96.6% 
1
18.0% 

Gazit Development 11 134 NIS 98.1 NIS 94.4 5.3% 98.6% 97.8% 
2
- 

Gazit Germany 7 101 EUR 12.2 EUR 12.05 3.8% 93.1% 95.7% 53.9% 

Gazit Brazil 4 42 BRL 45.4 BRL 26.9 - 
3
62.3% 94.4% 

4
- 

ProMed 15 128 U.S.$ 26.8 U.S.$ 26.2 2.2% 95.8% 94.9% 59.2% 

GAA 13 101 C$ 14.4 C$ 13.2 0.9% 89.3% 87.6% 51.3% 

(
*

)
 Change in same property NOI in the Reporting Period, compared to the corresponding period last year.  

                                                           
1  

ATR’s ratio of net debt to total assets as of June 30, 2012 totaled approximately 9.0%.  
2
  Gazit Development is financed mainly by shareholders’ loans granted by the Company.  

3
 In December 2011, an anchor tenant terminated its lease, by mutual consent, prior to its original end-date. As of the Reporting Date, Gazit Brazil is examining various 

alternatives to improve the property and to take advantage of the existing building rights.  
4
  Gazit Brazil is financed by shareholders’ loans granted by the Company.  
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 RSC operational data: 

- As of June 30, 2012, the occupancy rate in the properties of RSC was approximately 86.9% (as 

of June 30, 2011 – approximately 89.9%). The average monthly rent per unit is approximately 

U.S.$ 3,158 and the NOI rate for the Reporting Period is approximately 45.5%.  

- The same property NOI increased by an average of approximately 2.2% in the Reporting Period 

compared to the corresponding period last year.  

 

3) Data of properties under development, redevelopment, and expansion 

  Properties under Development 

Company 

name  

No. of 

properties 

Total investment as 

of June 30, 2012  

(NIS in millions) 

Cost for 

completion 

(NIS in millions) 

Area (sq. 

meters in 

thousands) 

FCR  8 1,278 482 162 

EQY  2 472 295 43 

ATR  3 254 345 87 

Gazit 

Development 

 

1 36 19 5 

  14 2,040 1,141 297 
- 

 

 Properties under Redevelopment and Expansion 

Company 

name  

No. of 

properties 

Total investment as 

of June 30, 2012 

(NIS in millions) 

Cost for 

completion 

(NIS in millions) 

Area (sq. 

meters in 

thousands) 

FCR  17 1,300 284 123 

EQY  9 59 87 36 

CTY  3 160 99 5 

  29 1,519 470 164 

 

B. For details regarding FCR's redemption of the balance of convertible debentures (series A and B), 

refer to note 3.a of the financial statements.  

 

C. For details regarding Dori Group's rights issue and Gazit Development's participation in this 

issuance, refer to note 3.b of the financial statements.  

 

D. For details regarding the approximately NIS 690 million debt raising by the Company, refer to notes 

3.c and 3.k of the financial statements.  

 

E. For details regarding the approximately NIS 71 million debt raising by Dori Group, refer to note 3.d 

of the financial statements.  

 

F. For details regarding the U.S.$ 250 million debt raising by EQY, refer to note 3.e of the financial 

statements.  

   

G. For details regarding the approximately C$ 400 million debt raising by FCR, refer to notes 3.f, 3.i, 

3.j and 3.q of the financial statements.  

 

H. For details regarding the sale of EQY shares by LIH, refer to note 3.g of the financial statements. 

 

I. For details regarding the acquisition of approximately 9.8 million additional shares of ATR, by the 

Company, and the recognition of a gain from bargain purchase of approximately NIS 119 million, 

refer to note 3.h of the financial statements.  
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J. For details regarding a debenture offering by CTY of approximately EUR 150 million, refer to note 

3.l of the financial statements.  

 

K. For details regarding the acquisition of all the shares of GAA that are not already held by the Group 

and the FCR’s acquisition of GAA’s medical office buildings, refer to note 3.m of the financial 

statements.  

 

L. For details regarding the sale by RSC of 12 senior housing facilities for a total consideration of 

U.S.$ 230 million, refer to note 3.o of the financial statements.  

 

M. For details regarding publication by ATR of a purchase offer for EUR 100 million par value of 

debentures that it had issued, see note 3.p of the financial statements.  

 

N. In June 2012, the Company entered into an agreement with an Israeli bank to extend a U.S.$ 200 

million credit facility for a period of five years. No material changes were made to the rest of the 

principal terms of the credit facility.  

 

O. Dividend Distribution Policy  

 

Pursuant to the Company’s policy, the Company announces at the end of each year the anticipated 

dividend for the following year. In November 2011, the Company announced that the dividend to be 

declared in 2012 would not be less than NIS 0.40 per share per quarter (NIS 1.60 per share on an 

annualized basis).  

 

The above is subject to the existence of sufficient distributable income at the relevant dates and is 

subject to the provisions of any law relating to dividend distributions and to decisions that the 

Company is permitted to take. This includes the appropriation of its income for other purposes and 

the revision of this policy.  

 

The Company’s dividend growth in the years 1999-2012 is shown in the graph below:  

 
2.2 Financial Position  

 

Current assets  

Current assets, as of June 30, 2012, total approximately NIS 4.3 billion, compared to approximately 

NIS 4.9 billion as of December 31, 2011. The decrease is due primarily to a reduction in cash and short-

term deposits that were used to redeem debentures and pay debenture interest during the Reporting 

Period.  

  

Agurot per share 

(100 Agurot = NIS 1) 

* Projected, assuming the decision of the Company’s Board of Directors regarding the dividend 

distribution rate for 2012 is applied as stated above.  

160 
CAGR   11.5% 
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Investments in associates and jointly controlled entities 

Investments in associates, as of June 30, 2012, total approximately 4,808 million and are comprised 

primarily of an investment in approximately 127.7 million ATR shares totaling approximately 

NIS 3,861 million and a 60% interest in RSC totaling approximately NIS 238 million, compared to an 

investment in approximately 117.9 million ATR shares totaling approximately NIS 3,535 million and a 

60% interest in RSC totaling approximately NIS 208 million, as of December 31, 2011.  

 

Financial Derivatives  

The balance of financial derivatives arise mainly from swap-type foreign currency transactions, 

performed within the context of the Group’s policy to maintain as close a correlation as possible 

between the currency in which properties are acquired and the currency in which the liabilities to 

finance the acquisition of those properties are incurred (on a proportionate consolidation basis), and are 

presented at fair value. As of June 30, 2012, financial derivatives amounted to approximately NIS 883 

million, compared to approximately NIS 937 million as of December 31, 2011. The decrease is due 

primarily to a change in the fair value.  

 

Investment property and investment property under development  

Investment property and investment property under development (including assets held for sale that are 

presented under current assets) as of June 30, 2012, amounted to approximately NIS 57.8 billion, 

compared to approximately NIS 53.9 billion as of December 31, 2011.  

The increase in these balances in the Reporting Period is due to the acquisition of income-producing 

properties, development of new properties and redevelopment of existing properties at a total cost of 

approximately NIS 2.9 billion, adjustments to the fair value of investment property and investment 

property under development of an additional approximately NIS 1 billion, as well as being due to 

changes in exchange rates (the Euro, the U.S. Dollar and the Canadian Dollar against the New Israeli 

Shekel) amounting to an additional approximately NIS 0.9 billion in the Reporting Period. The 

aforesaid increase was partially offset by the disposal of investment property for a consideration of 

approximately NIS 0.9 billion.  

 

Current liabilities  

Current liabilities, as of June 30, 2012, totaled approximately NIS 5.6 billion, compared to 

approximately NIS 6.5 billion as of December 31, 2011; the balance is comprised primarily of current 

maturities of non-current liabilities in the amount of NIS 3.2 billion, compared to approximately 

NIS 4.0 billion as of December 31, 2011. The decrease is due primarily to a reduction in the current 

maturities of non-current liabilities that were settled in the Reporting Period. The current assets of 

approximately NIS 4.3 billion, the approved unutilized credit facilities of approximately NIS 6.6 billion, 

and also the cash flows provided by operating activities, are together significantly greater than the 

amount of the current liabilities and, accordingly, Company management believes these to be adequate 

to settle the current liabilities as of June 30, 2012.  

 

Non-current liabilities  

Non-current liabilities, as of June 30, 2012, totaled approximately NIS 41.9 billion, compared to 

approximately NIS 38.5 billion as of December 31, 2011. The increase in non-current liabilities is due 

mainly to debt (debentures, convertible debentures) raised by the Company and its consolidated 

subsidiaries in the Reporting Period, primarily in order to finance the investments in investment 

property and investment property under development and in order to finance the acquisition of shares of 

Group companies.  
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Non-controlling interests  

Non-controlling interests, as of June 30, 2012, amounted to approximately NIS 13.1 billion 

(December 31, 2011 – approximately NIS 12.3 billion); the balance is mainly comprised of the interests 

of EQY’s other shareholder at a rate of approximately 56.7% of EQY’s equity; the interests of FCR’s 

other shareholders at a rate of approximately 50.1% of FCR’s equity; the interests of CTY’s other 

shareholders at a rate of approximately 52.0% of CTY’s equity; and also the interests of GAA’s other 

shareholders at a rate of approximately 26.9% of GAA’s equity.  

The increase in non-controlling interests is mainly due to the non-controlling interests’ share in the 

comprehensive income of subsidiaries in the Reporting Period and the issuance of shares to the non-

controlling interests in subsidiaries. The aforesaid increase was largely offset by the non-controlling 

interests’ share in the dividends distributed by the subsidiaries.  

 

Equity attributable to the equity holders of the Company  

Equity attributable to the equity holders of the Company, as of June 30, 2012, amounted to 

approximately NIS 7,906 million, compared to approximately NIS 7,310 million as of December 31, 

2011. The increase is mainly due to the net income attributable to the equity holders of the Company 

amounting to approximately NIS 546 million and the increase in the capital reserves line-item 

amounting to approximately NIS 182 million (primarily with respect to foreign currency translation 

adjustments of foreign operations resulting from changes in the exchange rates of the Euro, the U.S. 

Dollar and the Canadian Dollar against the New Israeli Shekel), which were partially offset by the 

dividends declared and paid amounting to approximately NIS 132 million.  

The equity per share attributable to the equity holders of the Company as of June 30, 2012 totaled 

approximately NIS 48.0 per share, compared to approximately NIS 44.4 per share as of December 31, 

2011. This is after a dividend distribution of NIS 0.80 per share in the Reporting Period.  

 

Ratio of debt to total assets  

The ratio of the Group’s interest-bearing net debt to its total assets stood at approximately 57.5% as of 

June 30, compared to approximately 60.6% as of June 30, 2011 and approximately 58.0% as of 

December 31, 2011.  

The ratio of the Group’s interest-bearing debt to its total assets stood at approximately 58.7% as of 

June 30, compared to approximately 61.6% as of June 30, 2011 and approximately 59.6% as of 

December 31, 2011.  

The ratio of the Group’s net interest-bearing debt to the Group companies’ total market capitalization 

(derived from the market price of subsidiaries’ shares) stood at approximately 57.5% as of June 30, 

2012, compared to approximately 58.8% as of June 30, 2011 and approximately 58.6% as of 

December 31, 2011.  

The ratio of the Group’s interest-bearing debt to the Group companies’ total market capitalization 

(derived from the market price of subsidiaries’ shares) stood at approximately 58.7% as of June 30, 

2012, compared to approximately 59.7% as of June 30, 2011 and approximately 60.2% as of 

December 31, 2011.  
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2.3 Results of Operations  

 

A. The operating results are as follows:  

 

 

 For the 6 months 

ended 

June 30 

For the 3 months 

ended 

June 30 

For the year 

ended 

December 31 

 2012 2011
(
*

)
 2012 2011

(
*

)
 2011

(
*

)
 

 NIS in millions  

(other than net earnings per share data) 

Rental income 2,527  2,289  1,268  1,146  4,718  

Revenues from sale of buildings, land 

and contractual works performed 932  279  456  279  1,001  

Total revenues 3,459  2,568  1,724  1,425  5,719  

Property operating expenses 822  755  403  366  1,522  

Cost of buildings sold, land and 

contractual works performed  885  264  430  264  967  

Total cost of revenues 1,707  1,019  833  630  2,489  

Gross profit 1,752  1,549  891  795  3,230  

Fair value gain from investment 

property and investment property 

under development, net 1,031  614  718  543  1,670  

General and administrative expenses (327) (318) (165) (178) (733) 

Other income 125  45  35  29  119  

Other expenses (17) (11) (12) (11) (114) 

Company’s share in earnings of 

associates and jointly controlled 

entities, net 154  197  74  128  334  

Operating income  2,718  2,076  1,541  1,306  4,506  

       

Finance expenses (1,097) (1,060) (591) (490) (2,197) 

Finance income 45  29  19  13  72  

Profit before taxes on income  1,666  1,045  969  829  2,381  

Taxes on income  343  201  211  157  328  

Net income  1,323  844  758  672  2,053 

Attributable to:      

 Equity holders of the Company  546  267  288  281  719  

 Non-controlling interests 777  577  470  391  1,334  

 1,323  844  758  672  2,053 

Net earnings per share attributable to 

equity holders of the Company (in NIS)  

     

Basic net earnings  3.31  1.73  1.74  1.82  4.65 

Diluted net earnings  3.24  1.71  1.70  1.80  4.30 

(
*

) 
Retroactively adjusted due to the implementation of new IFRSs; for details refer to notes 2.b, 

2.c and 6 of the financial statements  
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The statement of comprehensive income is as follows: 

 

 

 For the 6 months 

ended 

June 30 

For the 3 months 

ended 

June 30 

For the year 

ended 

December 31 

 2012 2011
(
*

)
 2012 2011

(
*

)
 2011

(
*

)
 

 Nis in millions 

Net income  1,323  844  758  672  2,053 

Other comprehensive income (loss) (net 

of tax effect):      

Exchange differences on translation of 

foreign operations 428  47  657  (183) 1,139  

Realization of capital reserves on 

translation of foreign operations of 

companies accounted for using the 

equity method 3  12  -  12  12  

Net gains (losses) on cash flow hedges  (37) 40  (63) (31) (139) 

Net gains (losses) on available-for-sale- 

financial assets 34  (20) 33  (6) (39) 

Gain on revaluation of fixed assets of a 

jointly controlled company 16  9  19  10  28  

Total other comprehensive income 

(loss) 444  88  646  (198) 1,001  

Total comprehensive income  1,767  932  1,404  474  3,054 

Attributable to:      

 Equity holders of the Company  752  368  575  186  1,231  

 Non-controlling interests 1,015  564  829  288  1,823  

 1,767  932  1,404  474  3,054 

 

(
*

) 
Retroactively adjusted due to the implementation of new IFRSs; for details refer to notes 2.b, 

2.c and 6 of the financial statements  
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B. Analysis of Results of Operations for the Reporting Period 

 

Rental income  

Rental income increased by approximately 10% to approximately NIS 2,527 million in the 

Reporting Period, compared to approximately NIS 2,289 million in the corresponding period last 

year. The increase is due mainly to the initial operation of properties whose development has been 

completed, the operation of additional properties acquired during 2011 and 2012 and growth in 

income from existing properties.  

 

Revenues from sale of buildings, land and contractual works performed  

Revenues from the sale of buildings, land and contractual works performed totaled approximately 

NIS 932 million in the Reporting Period, comprising approximately NIS 146 million from the sale 

of buildings and land and approximately NIS 786 million from contractual works performed; this 

compares with a total of approximately NIS 279 million from contractual works performed in the 

corresponding period last year. The increase is due mainly to the initial consolidation of Acad at the 

beginning of the second quarter of 2011.  

The gross profit from this activity amounted to approximately NIS 47 million in the Reporting 

Period, compared to a gross profit of approximately NIS 15 million in the corresponding period last 

year.  

 

Property operating expenses  

Property operating expenses totaled approximately NIS 822 million in the Reporting Period, 

constituting approximately 32.5% of total rental income, compared to approximately NIS 755 

million, constituting approximately 33.0% of total rental income, in the corresponding period last 

year. The improvement in the property operating expenses as a percentage of total rental income is 

evident in most of the Group companies.  
 

Gross profit from property rental activity  

Gross profit from property rental activity in the Reporting Period grew by approximately 11%, 

compared to the corresponding period last year, to approximately NIS 1,705 million (approximately 

67.5% of total rental income); this compares to approximately NIS 1,534 million (approximately 

67.0% of total rental income) in the corresponding period last year. The increase in gross profit 

from property rental activity is evident in most of the Group companies.  
 

Fair value gain from investment property and investment property under development, net  

The Company applies the fair value model, as prescribed in IAS 40 (Revised) – “Investment 

Property”. As a result of implementing this standard, the Group recognized, in the Reporting Period, 

a fair value gain on its properties in a gross amount of approximately NIS 1,031 million, compared 

to a fair value gain of approximately NIS 614 million in the corresponding period last year. The 

largest increases in the value of investment property in the Reporting Period were recorded at FCR 

and EQY.  
 

General and administrative expenses  

General and administrative expenses totaled approximately NIS 327 million (approximately 9.5% 

of total revenues) in the Reporting Period, compared to approximately NIS 318 million 

(approximately 12.4% of total revenues) in the corresponding period last year.  

 

Other income  

Other income of NIS 125 million in the Reporting Period is comprised mainly of a bargain purchase 

gain of approximately NIS 119 million, resulting from the acquisition of ATR shares through stock 

exchange trades; for further details, refer to note 3.h of the financial statements.  
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Company’s share in earnings of associates and jointly controlled entities, net  

This line-item is comprised mainly of the Company’s share of ATR’s earnings in the Reporting 

Period, in an amount of approximately NIS 123 million, compared to approximately NIS 144 

million in the corresponding period last year and the Company’s share of RSC’s earnings in the 

Reporting Period, in an amount of approximately NIS 11 million, compared to approximately NIS 7 

million in the corresponding period last year. In the corresponding period last year, this line-item 

included the Company’s share of Acad’s earnings (through March 31, 2011) in an amount of 

approximately NIS 30 million.  

 

Finance expenses  

Finance expenses amounted to approximately NIS 1,097 million in the Reporting Period, compared 

to approximately NIS 1,060 million in the corresponding period last year. The increase in finance 

expenses in the Reporting Period is due to growth in the balance of the interest-bearing debt of the 

Company and the consolidated subsidiaries from an average balance of approximately NIS 33.6 

billion in the first six months of 2011 to an average balance of approximately NIS 38.9 billion in the 

Reporting Period. The finance expenses reflect average nominal annual interest of approximately 

5.4% on the loans of the Company and the consolidated subsidiaries, compared to approximately 

6.1% in the corresponding period last year. The decrease in the nominal interest is due mainly to 

loans that are linked to the Israeli (known) consumer price index, which rose by approximately 

1.3% in the Reporting Period, compared to a rise of approximately 2.2% in the corresponding 

period last year. In addition, there was also an interest rate decrease in some of the currencies in 

which the Group operates and a decrease in the cost of debt.  

 

Finance income  

Finance income totaled approximately NIS 45 million in the Reporting Period, compared to 

approximately NIS 29 million in the corresponding period last year. Finance income in the 

Reporting Period was mainly comprised of income of approximately NIS 31 million from interest 

(in the corresponding period last year – income of approximately NIS 18 million) and income of 

approximately NIS 14 million from the realization of securities and dividend income (in the 

corresponding period last year – income of approximately NIS 7 million).  

 

Taxes on income  

Taxes on income in the Reporting Period are mainly comprised of deferred tax expenses of 

approximately NIS 326 million, which arise mainly from an increase in the deferred taxes liability 

relating to the fair value gain on investment property; this compares to deferred tax expenses of 

approximately NIS 188 million in the corresponding period last year, which arose mainly from an 

increase in the deferred taxes liability relating to the fair value gain on investment property and to 

the change in the fair value of financial derivatives. In addition, taxes on income in the Reporting 

Period also include the Group companies’ current tax expenses of approximately NIS 17 million, 

compared to approximately NIS 13 million in the corresponding period last year. As to details 

regarding an amendment to IAS 12 and its effect on the financial statements, refer to notes 2.b and 6 

of the financial statements.  
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C. Analysis of Results of Operations for the Second Quarter of 2012 

 

Rental income  

Rental income increased by approximately 11% to approximately NIS 1,268 million in the second 

quarter of 2012, compared to approximately NIS 1,146 million in the corresponding quarter last 

year. The increase is due mainly to the initial operation of properties whose development has been 

completed, the operation of additional properties acquired during 2011 and 2012 and growth in 

income from existing properties.  

 

Revenues from sale of buildings, land and contractual works performed  

Revenues from the sale of buildings, land and contractual works performed totaled approximately 

NIS 456 million in the second quarter of 2012, comprising approximately NIS 41 million from the 

sale of buildings and land and approximately NIS 415 million from contractual works performed; 

this compares with a total of approximately NIS 279 million from contractual works performed in 

the corresponding quarter last year.  

The gross profit from this activity amounted to approximately NIS 26 million in the second quarter 

of 2012, compared to a gross profit of approximately NIS 15 million in the corresponding quarter 

last year.  

 

Property operating expenses  

Property operating expenses totaled approximately NIS 403 million in the second quarter of 2012, 

constituting approximately 31.8% of total rental income, compared to approximately NIS 366 

million, constituting approximately 31.9% of total rental income, in the corresponding quarter last 

year. The improvement in the property operating expenses as a percentage of total rental income is 

evident in most of the Group companies.  

 

Gross profit from property rental activity  

Gross profit from property rental activity in the second quarter of 2012 grew by approximately 

11%, compared to the corresponding quarter last year, to approximately NIS 865 million 

(approximately 68.2% of total rental income); this compares to approximately NIS 780 million 

(approximately 68.1% of total rental income) in the corresponding quarter last year. The increase in 

gross profit from property rental activity is evident in most of the Group companies.  

 

Fair value gain from investment property and investment property under development, net  

The Company applies the fair value model, as prescribed in IAS 40 (Revised) – “Investment 

Property”. As a result of implementing this standard, the Group recognized, in the second quarter of 

2012, a fair value gain on its properties in a gross amount of approximately NIS 718 million, 

compared to a fair value gain of approximately NIS 543 million in the corresponding quarter last 

year. The largest increases in the value of investment property in the second quarter of 2012 were 

recorded at FCR and EQY.  

 

General and administrative expenses  

General and administrative expenses totaled approximately NIS 165 million (approximately 9.6% 

of total revenues) in the second quarter of 2012, compared to approximately NIS 178 million 

(approximately 12.5% of total revenues) in the corresponding quarter last year.  

 

Other income  

Other income of NIS 35 million in the second quarter of 2012 is comprised mainly of a bargain 

purchase gain of approximately NIS 35 million, resulting from the acquisition of ATR shares 

through stock exchange trades; for further details, refer to note 3.h of the financial statements.  
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Company’s share in earnings of associates and jointly controlled entities, net  

This line-item is comprised mainly of the Company’s share of ATR’s earnings in the second quarter 

of 2012, in an amount of approximately NIS 51 million, compared to approximately NIS 105 

million in the corresponding quarter last year and the Company’s share of RSC’s earnings in the 

second quarter of 2012, in an amount of approximately NIS 6 million, compared to approximately 

NIS 5 million in the corresponding quarter last year.  

 

Finance expenses  

Finance expenses amounted to approximately NIS 591 million in the second quarter of 2012, 

compared to approximately NIS 490 million in the corresponding quarter last year. The increase in 

finance expenses in the second quarter of 2012 compared to the corresponding quarter last year is 

due mainly to an increase in losses from the revaluation of financial derivatives, primarily with 

respect to hedging transactions (mainly swap-type), as well as to growth in the balance of the 

interest-bearing debt of the Company and the consolidated subsidiaries from an average balance of 

approximately NIS 31.7 billion in the second quarter of 2011 to an average balance of 

approximately NIS 39.1 billion in the second quarter of 2012. The finance expenses reflect average 

nominal annual interest of approximately 6.0% on the loans of the Company and the consolidated 

subsidiaries, compared to approximately 6.4% in the corresponding quarter last year. The reduction 

in the nominal interest is due mainly to the interest rate decline in some of the currencies in which 

the Group operates and a decrease in the cost of debt.  

 

Finance income  

Finance income totaled approximately NIS 19 million in the second quarter of 2012, compared to 

approximately NIS 13 million in the corresponding quarter last year. Finance income in the second 

quarter of 2012 was mainly comprised of income of approximately NIS 16 million from interest (in 

the corresponding quarter last year – income of approximately NIS 11 million) and income of 

approximately NIS 7 million from the realization of securities and dividend income (in the 

corresponding quarter last year – income of approximately NIS 1 million).  

 

Taxes on income  

Taxes on income in the second quarter of 2012 are mainly comprised of deferred tax expenses of 

approximately NIS 202 million, which arise mainly from an increase in the deferred taxes liability 

relating to the fair value gain on investment property; this compares to deferred tax expenses of 

approximately NIS 148 million in the corresponding quarter last year, which arose mainly from an 

increase in the deferred taxes liability relating to the fair value gain on investment property and to 

the change in the fair value of financial derivatives. In addition, taxes on income in the second 

quarter of 2012 also include the Group companies’ current tax expenses of approximately NIS 9 

million, compared to approximately NIS 9 million in the corresponding quarter last year. As to 

details regarding an amendment to IAS 12 and its effect on the financial statements, refer to notes 

2.b and 6 of the financial statements.  

 

2.4 Liquidity and Sources of Finance  

The Group has a policy of maintaining an appropriate level of liquidity that enables the pursuit of 

business opportunities in its areas of operations, as well as flexibility in accessibility to sources of 

finance.  

The sources of the Group’s liquid assets are its cash reserves (derived from its income-producing 

properties), credit facilities, mortgages and long-term loans and raisings of debentures, convertible 

debentures and equity. The Group uses these liquid resources for the acquisition, development and 

redevelopment of income-producing properties, the settlement of liabilities, investments in associates, 

other investments and the payment of dividends.  
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As of June 30, 2012, the liquid assets available to the Company and its consolidated subsidiaries, 

including short-term investments, totaled approximately NIS 1.9 billion, compared to approximately 

NIS 2.5 billion as of December 31, 2011. In addition, as of June 30, 2012, the Company and its 

consolidated subsidiaries have unutilized approved credit facilities available for immediate drawdown 

of approximately NIS 6.6 billion, compared to approximately NIS 5.4 billion as of December 31, 2011.  

As of June 30, 2012, the Company and its consolidated subsidiaries have unutilized approved 

credit facilities available for immediate drawdown and liquid balances totaling approximately 

NIS 8.5 billion at its disposal.  

As of June 30, 2012, the Company and its consolidated subsidiaries also have unencumbered investment 

property and investment property under development, which is carried in the books at its fair value of 

approximately NIS 35.2 billion.  

As of June 30, 2012, the Company, on both a consolidated and a stand-alone basis, has a negative 

working capital amounting to approximately NIS 1,278 million and approximately NIS 520 million, 

respectively. At the same time, the Company, on both a consolidated and a stand-alone basis (including 

wholly owned subsidiaries), has at its disposal approved credit facilities, which are available for 

immediate drawdown, amounting to approximately NIS 6.6 billion and approximately NIS 1.4 billion, 

respectively. In line with Group policy, the Group customarily finances its activities by means of 

revolving credit facilities, and raises equity and long-term debt from time to time, in accordance with 

the market conditions. For details regarding: equity and debt raising by FCR subsequent to the 

Reporting Date, refer to notes 4.a and 4.c of the financial statements; equity raising by EQY subsequent 

to the Reporting Date, refer to note 4.e of the financial statements; and also the sale of the Company’s 

holdings of CTY’s convertible debentures in an amount of approximately EUR 42 million, subsequent 

to the Reporting Date, refer to note 4.b of the financial statements.  

The stand-alone financial statements of the Company indicate the existence of a warning sign, as 

defined in Regulation 10(b)(14) of the Securities Regulations (Immediate and Periodic Reports), 1970, 

this being the existence of negative cash flows from operating activities (totaling approximately 

NIS 241 million) and negative working capital (as detailed above). Due to the existence of this warning 

sign, the Company’s Board of Directors has examined the liabilities of the Company for the cash flow 

forecast period (viz., through the end of 2014) and the sources of finance available for the repayment of 

these liabilities (as detailed above) and has determined that, in light of the above sources that are 

available to the Company and in light of the fact that the stand-alone financial statements of the 

Company do not include the figures of the Company’s wholly-owned subsidiaries through which it 

operates, there is no reasonable doubt that, during the cash flow forecast period, the Company would 

not be able to meet its existing and anticipated liabilities when they fall due, and that, in light of the 

above sources that are available to the Group, the existence of negative working capital is not sufficient 

to indicate that the Group has a liquidity problem.  

 

Cash Flows  

Cash inflows from operating activities in the Reporting Period and in the second quarter of 2012 totaled 

approximately NIS 395 million and approximately NIS 283 million, respectively, compared to 

approximately NIS 290 million and approximately NIS (20) million, respectively, in the corresponding 

periods last year.  

In the Reporting Period, the activities of the Company and its consolidated subsidiaries were funded by 

means of the issuance of debentures and convertible debentures in a net amount of approximately 

NIS 2,172 million and by means of the realization of investments in available-for-sale securities and 

deposits in a net amount of approximately NIS 477 million. The proceeds from the above sources were 

used primarily for the acquisition of investment property and the development of new properties in a net 

amount of approximately NIS 1,914 million, for the repayment of loans and credit facilities in a net 

amount of approximately NIS 519 million, for the grant of loans to partners in a net amount of 

approximately NIS 175 million and also for investments in investees in an amount of approximately 

NIS 194 million.  
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In the second quarter of 2012, the activities of the Company and its consolidated subsidiaries were 

funded by means of the issuance of debentures and convertible debentures in a net amount of 

approximately NIS 1,782 million and by means of the realization of investments in available-for-sale 

securities and deposits in a net amount of approximately NIS 226 million. The proceeds from the above 

sources were used primarily for the acquisition of investment property and the development of new 

properties in a net amount of approximately NIS 1,282 million, for the repayment of loans and credit 

facilities in a net amount of approximately NIS 129 million, for investments in investees in an amount 

of approximately NIS 35 million and also for the grant of loans to partners in a net amount of 

approximately NIS 35 million.  

 

2.5 Repurchase Program  

On September 13, 2011, the Company’s Board of Directors resolved to adopt a program to repurchase 

Company debentures (series A and/or series C and/or series F) with a scope of NIS 50 million. The 

program was to run through December 31, 2011; however in January 2012 it was extended to 

December 31, 2012 (and was also broadened to encompass series B debentures), with the acquisitions 

that are made within its framework taking place from time to time and at the discretion of the 

Company’s management. As of June 30, 2012 and shortly before the publication date of this report, the 

Company had repurchased debentures with a par value of approximately NIS 5.4 million under the 

aforementioned program. For further details regarding the repurchase program, refer to the Immediate 

Reports that the Company issued on September 13, 2011 (Reference No.: 2011-01-273129) and 

January 4, 2012 (Reference No.: 2012-01-006039).  

 

 

3. Reporting of Exposure to Market Risks and their Management 

A. The individuals responsible for managing and reporting the Company’s market risks are the President 

and the Senior Executive Vice President and CFO of the Company. Since March 27, 2012, the approval 

date of the Company’s annual report for 2011, there have not been any material changes in the types of 

market risks to which the Company is exposed and their management.  

B. The Group raises debt in various capital markets and by means of various instruments in accordance 

with the Group's requirements and markets conditions. Generally, the Company believes in raising debt 

with a long-term maturity and bearing fixed interest (although such debt is usually more expensive than 

debt with a short-term maturity), with the aim of maintaining maximum financial flexibility and 

reducing exposure to sharp changes in variable interest. The Group maintains a mix in the split between 

variable and fixed interest, including by means of swap transactions where fixed interest is exchanged 

for variable interest and vice versa. In the range of considerations that come into play in striving to 

achieve the above aim, a major consideration is the attempt to preserve a mix that will align with the 

asset management strategy, which is mainly related to the mix of tenants and the construction status of 

properties under development, for the reasons detailed below. In the Company’s estimation, tenants 

whose leases have a relatively short term to maturity (in contrast to anchor tenants whose leases have 

long terms to maturity) are generally more vulnerable during periods of recession or economic 

uncertainty. Based on past experience, the Company estimates that during such periods interest rates are 

generally likely to fall (during periods of economic crisis, governments tend to adopt a monetary policy 

of interest reduction, in order to stimulate renewed growth in their countries). Therefore, as a general 

rule, the Company attempts to achieve a certain (though not absolute) alignment between the scope of 

its income from tenants with the aforementioned characteristics and the scope of the Group’s variable 

interest-bearing debt, whereby the more the risks associated with this kind of tenant materialize, the 

greater will be the level of flexibility in interest terms and lower interest rates during such periods. A 

similar principle is applied with regard to properties under construction. Through to the time of signing 

a binding contract with tenants, Company management prefers to assume debt bearing variable interest, 

thereby giving the Company greater flexibility (while, once lease agreements have been entered into 

that provide the Group with a relatively assured cash flow, the Company generally prefers funding at 

fixed interest).  
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C. Changes in foreign currency exchange rates – From January 1, 2012 through June 30, 2012, the New 

Israeli Shekel devalued against the Canadian Dollar and the U.S. Dollar by approximately 2.3% and 

2.7%, respectively, and appreciated against the Euro by approximately 0.1%. As to the effect of 

exchange rates on the Company’s equity, refer to the linkage bases report as of June 30, 2012, attached 

as Appendix A to the Directors’ Report. In addition, from June 30, 2012 until shortly before the date of 

approval of this report, the New Israeli Shekel devalued against the U.S. Dollar, the Canadian Dollar 

and the Euro by approximately 2.8%, 6.6% and 0.6%, respectively.  

In addition, some of the Company’s liabilities (with respect to its operations in Israel) are linked to 

changes in the Israeli consumer price index. From January 1, 2012 through June 30, 2012, the (known) 

consumer price index rose by 1.3%. As to the effect of changes in the consumer price index on the 

equity of the Company, refer to the linkage bases report as of June 30, 2012, attached as Appendix A to 

the Directors’ Report. In addition, from June 30, 2012 until shortly before the date of approval of this 

report, the (known) consumer price index decrease by 0.2%.  

D. During the period from January 1, 2012 through the date on which the financial statements were signed, 

the individuals responsible for reporting and managing the Company’s market risks (the Company’s 

President and its Senior Executive Vice President and CFO) have held and continue to hold regular 

weekly discussions concerning the exposure to market risks, including changes in exchange rates and 

interest rates. In addition, during the above period, the Company’s Board of Directors discussed the said 

risks and the Company’s policy regarding them during the meetings at which the financial statements as 

of December 31, 2011, March 31, 2012 and June 30, 2012 were approved.  

E. As in the past, the Company maintains as close a correlation as possible between the currency in which 

properties are acquired and the currency in which the liabilities to finance the acquisition of those 

properties are taken out. Management regularly evaluates the linkage bases report and takes appropriate 

action in accordance with exchange rate fluctuations. As a general rule, the Company strives to hold its 

equity in the currencies of the various markets in which it operates and in the same proportions as the 

assets in each such currency bear to the total assets, while making occasional hedging transactions to 

mitigate the aforementioned exposure to changes in foreign currency exchange rates. The Group 

primarily manages and hedges the economic risks to which it is exposed. For details regarding the scope 

of the Company’s exposure to each of the currencies to which it is exposed (the Euro, the U.S. Dollar 

and the Canadian Dollar), with respect to which cross-currency swaps have been transacted, and 

regarding the scope of the remaining exposure after transacting cross-currency swaps, as of June 30, 

2012, refer to the table attached as Appendix B to the Directors’ Report.  

As of June 30, 2012, the economic exposure of the Company’s equity to the various currencies is 

distributed as follows
1
:  

 

 

                                                           
1
 Refer to Appendix B to the Directors’ Report.  

EUR, 33%

 NIS,  2%

U.S.$, 32%

C$, 33%
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4. Corporate Governance Aspects  

 

4.1 Donations  

The Company customarily makes donations to charities and to projects for community welfare and 

education in the various countries in which it operates. Within the framework of this activity the 

Company has pledged to support a number of agencies through a perennial donation framework, as 

follows:  

A. The Company has adopted a battalion of front-line conscripts within the framework of the “Adopt a 

Front-Line Soldier” Project. Within the framework of this project, the Company has pledged to 

make an annual donation of NIS 100,000 for 3 years (commenced in 2010).  

B. The Company makes donations to the Interdisciplinary Center (IDC) Herzliya, which has 

established an institute that is engaged in research and studies in the fields of real estate initiation 

and management (The Gazit-Globe Institute). The Company has pledged to donate a total amount of 

U.S.$ 2,900 thousand to the IDC through 2018.  

C. “Gazit for Education” Project – In 2011, the Company’s Board of Directors approved the 

establishment of a project to support the education of youngsters in southern Israel, mainly through 

the grant of scholarships, the support of youth centers and assistance to schools. A budget 

framework of NIS 7 million per annum was also approved.  

In addition, the Group makes donations to numerous other institutions.  

In the Reporting Period, the Group’s donations amounted to approximately NIS 1,443 thousand.  

 

4.2 Disclosure Regarding the Financial Statements’ Approval Process  

As resolved by the Company’s Board of Directors, the Company’s Audit and Balance Sheet Committee 

is responsible for the ultimate audit in the Company. As part of this role, the Audit and Balance Sheet 

Committee discusses, inter alia, the Company’s financial statements, including audit topics relating to 

ultimate audit, and presents its recommendations to the Board of Directors. Hence, the committee that 

conducts the examination of the financial statements (as this is defined in the Companies Regulations 

(Instructions and Conditions Regarding the Approval of the Financial Statements), 2010) is the 

Company’s Audit Committee.  

The four members appointed to the Audit and Balance Sheet Committee are Messrs. Yair Orgler (an 

external director and the Chairman of the Committee), Noga Knaz (an external director), Shay Pilpel 

(an independent director) and Chaim Ben-Dor. All the members of the Committee are classified as 

possessing accounting and financial expertise.  

For details regarding the qualifications, education, experience and know-how of the above directors, 

which form the basis for the Company deeming these directors to be capable of reading and 

understanding the financial statements and to possess accounting and financial expertise, refer to 

Regulation 26 of Chapter D of the Company’s 2011 Periodic Report. All the above directors have 

provided a declaration, in accordance with the meaning thereof in Regulation 1 of the Companies 

Regulations (Instructions and Conditions Regarding the Approval of the Financial Statements), 2010.  

A meeting of the Audit and Balance Sheet Committee, within the framework of which the committee’s 

recommendations to the Board of Directors were discussed and formulated, was held on August 16, 

2012. All the members of the Audit and Balance Sheet Committee attended the meeting, as so did the 

Company’s President, Mr. Aharon Soffer, the Company’s Senior Executive Vice President and CFO, 

Mr. Gadi Cunia, the Company’s Senior Executive Vice President and General Counsel and Company 

Secretary, Mr. Eran Ballan, the Company’s Vice President and Controller, Mr. Rami Vaisenberger, the 

Company's Chief Accounting Officer, Mr. Shlomi Cohen, representatives that advise the Company on 

behalf of the independent auditors, representatives of the law firm that advises the Company and the 

Company’s economic advisors.  
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Within the framework of the process of the Company’s financial statements being approved by the 

Board of Directors and their being discussed by the Audit and Balance Sheet Committee, a draft of the 

financial statements, a draft of the other parts of the quarterly report, as well as a draft of the 

presentation reviewing the operations in the Reporting Period, are sent for the perusal of the members of 

the committee several days before the date of the meeting of the Audit and Balance Sheet Committee.  

During the Audit and Balance Sheet Committee’s meetings, the Senior Executive Vice President and 

CFO, Mr. Gadi Cunia, provided a review of the Company’s financial position, its operating results and 

its cash flows, and presented data concerning the Company’s activities together with a comparison with 

prior periods. During the discussion, the Company’s management (including, the President of the 

Company, the Senior Executive Vice President and CFO of the Company and the Controller of the 

Company) reviewed the major financial reporting issues that arose in the course of preparing the 

financial statements, including a review of transactions not within the normal course of business, the 

assessments and estimates applied in connection with the financial statements, the principles applied in 

assessing the fair value of the Company’s investment property and of its other assets and liabilities on 

which the data in the financial statements are based, internal controls relating to the financial reporting, 

matters relating to the completeness and fairness of the disclosures in the financial statements, aspects 

of the accounting policy adopted and changes thereto, the accounting treatment applied with regard to 

material matters, and the possible effect on the financial statements of significant risks and exposures. 

The representative of the independent auditors presented to the committee the principle issues that arose 

in the course of their work reviewing the financial statements. Management and the Company’s 

independent auditors responded to questions from the directors with regard to the financial statements 

and to all matters discussed at the committee’s meeting.  

The Audit and Balance Sheet Committee drew up its recommendations with regard to the approval of 

the financial statements and these were presented (in writing) to the rest of the members of the Board of 

Directors shortly after the committee’s meeting.  

The Company’s Board of Directors discussed the recommendations of the Audit and Balance Sheet 

Committee at the meeting of the Board of Directors on August 20, 2012 at which approval of the 

financial statements was discussed. In the opinion of the Board of Directors, the recommendations of 

the committee were presented a reasonable time prior to the discussion of the Board of Directors, taking 

into consideration the scope and complexity of the recommendations and also considering the fact that 

the draft of the financial statements had been sent in advance to all members of the Board of Directors 

in reasonable time. The period determined by the Board of Directors as being a “reasonable time” for 

this purpose is between two and four business days, in accordance with the actual circumstances of the 

financial statements presented for approval, including their complexity and the unique issues contained 

therein.  

At the meeting of the Board of Directors at which the said financial statements were approved, all 

members of the Board of Directors serving on the date of approval of the financial statements were 

present (for the names of the members of the Board of Directors and their other particulars, refer to 

Regulation 26 in Chapter D of the 2011 Periodic Report), as well as all the parties who had attended the 

meetings of the Audit and Balance Sheet Committee, as detailed above.  

During the meeting of the Board of Directors at which the financial statements were discussed and 

approved, the Company’s management reviewed the financial position, the operating results and the 

cash flows of the Company, while making reference to various material matters and issues and 

discussing the effectiveness of the internal control.  

 

 

5. Disclosure Regarding the Financial Reporting of the Company  

 

5.1 Additional Information and Events Subsequent to the Reporting Date 

A. For details regarding a debenture offering by FCR of approximately C$ 50 million, refer to note 4.a 

of the financial statements.  
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B. For details regarding the sale of all the Company’s holdings of CTY’s convertible debentures to 

third party and to CTY, refer to note 4.b of the financial statements.  

C. For details regarding a share offering by FCR of approximately C$ 47 million, refer to note 4.c of 

the financial statements.  

D. For details regarding FCR’s notice of early redemption of outstanding series D debentures 

amounting to approximately C$ 99 million, refer to note 4.d of the financial statements.  

E. For details regarding a share offering by EQY and the Company’s participation in this offer, refer to 

note 4.e of the financial statements.  

 

5.2 Critical Accounting Estimates  

In the course of preparing the financial statements, the Group’s management is required to make 

estimates and assessments that affect the reported amounts of assets, liabilities, revenues and expenses 

and the disclosure of contingent assets and liabilities.  

Management bases its estimates and assessments, including those prepared by independent external 

professional parties (e.g., appraisers and assessors), on past experience and other factors that, in its 

opinion, are relevant taking the particular circumstances into account. Actual results could differ from 

these assessments under different assumptions or conditions.  

In the Reporting Period, no changes occurred in the critical estimates which have the potential to 

materially affect the financial statements, apart from the revaluation of financial derivatives and the 

purchase price allocation (PPA) with respect to the acquisition of ATR shares.  

 

 

6. Details Concerning the Corporation’s Publicly-Held Commitment Certificates  

A. Collateral for debentures (series J)  

The Company’s commitments pursuant to the debentures (series J) are secured by a fixed, first-ranking 

charge on the rights relating to properties, as detailed in the Company’s immediate report from 

January 18, 2009 (reference no. 2009-01-016440) (the “preliminary report”) and in the shelf offer 

report from February 19, 2009 (reference no. 2009-01-040392) (the “shelf offer report”; the 

information contained in the preliminary report and in the shelf offer report is hereby presented by 

means of this reference). No material changes have occurred in the value of the pledged properties as of 

June 30, 2012, compared to their value as presented in the 2011 Periodic Report.  

B.  For details regarding an offering of debentures (series D and series K) through extending the series, 

refer to note 3.c of the financial statements.  

C. For details regarding an offering of debentures (series J) and warrants exercisable into debentures 

(series K), refer to note 3.k of the financial statements.  

D. On May 15, 2012, S&P Maalot reaffirmed an A+ rating (Israeli scale) for all of the Company’s series of 

outstanding debentures and revised its outlook from Positive to Stable.  

E. On August 9, 2012, a meeting of the debenture (series D) holders approved the appointment of 

Hermetic Trust (1975) Ltd. as trustee for the debentures (series D) in place of Aurora Fidelity Trust Co. 

Ltd., subject to receiving court approval.  

 

 

 

August 20, 2012 _____________________ _____________________ 

Date of Approval  Chaim Katzman Aharon Soffer 

of Directors’ Report Chairman of the Board of Directors President  
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Appendix A to the Directors’ Report  

Linkage Bases Report 
 

 A s  o f  J u n e  3 0 ,  2 0 1 2  

 Linked to In U.S.$ In C$ In EUR In non-    

 the consumer or linked or linked or linked CPI- Other   

 price index thereto thereto thereto linked NIS currencies Unlinked Total 

 N I S  i n  m i l l i o n s  

Monetary assets         

Cash and cash equivalents 76  306  297  412  330  21  -  1,442  

Deposits and short-term loans  105  45  231  4  -  -  -  385  

Securities at fair value through profit or loss -  -  -  -  -  -  62  62  

Trade receivables and other accounts receivable 21  68  84  65  601  45  151  1,035  

Other long-term investments, loans and receivables 156  315  120  -  4  2  -  597  

Available-for-sale securities -  -  -  -  -  -  375  375  

Financial derivatives -  -  -  -  -  -  961  961  

Deferred taxes -  -  -  -  -  -  199  199  

 358  734  732  481  935  68  1,748  5,056  

Non-monetary assets 1 -  16,088  25,123  13,137 2,581  5,436  1,044  63,409  

Total assets 358  16,822  25,855  13,618  3,516  5,504  2,792  68,465  

         

Monetary liabilities         

Credit from banks and others 61  -  36  109  83  -  -  289  

Trade payables and other accounts payables 129  234  534  171  817  71  95  2,051  

Advances from customers and buyers of apartments -  -  -  -  -  -  225  225  

Liabilities attributable to assets held for sale -  83  -  -  -  -  -  83  

Debentures 27,490  2,924  5,409  1,082  31,772  - -  18,677  

Convertible debentures  -  -  1,462  138  2  -  -  1,602  

Interest-bearing liabilities to financial institutions and others 347  5,023  6,833  5,882  -  2,889  -  20,974  

Financial derivatives -  -  -  -  -  -  410  410  

Other financial liabilities 2  53  128  36  -  4  89  312  

Employee benefit liabilities, net -  - -  -  7  -  -  7  

Deferred taxes -  -  -  -  -  -  2,805  2,805  

Total liabilities 8,029  8,317  14,402  7,418  2,681  2,964  3,624  47,435  

Assets, net of liabilities (7,671) 8,505  11,453  6,200  835  2,540  (832) 21,030  

                                                           
1 Mainly investment property, investment property under development and fixed assets.  
2
  Of the total of NIS 7,490 million, the Company has cross-currency swap transactions on an amount of NIS 2,882 million.  

3
  Of the total of NIS 1,772 million, the Company has cross-currency swap transactions on an amount of NIS 1,606 million.  



  33

Appendix B to the Directors’ Report  

Additional Information regarding Currency Exposure 

as of June 30, 2012  

 

Presented below are details regarding the scope of the Company’s exposure to each currency to which 

it is exposed (the Euro, the U.S. Dollar and the Canadian Dollar) with respect to which cross-currency 

swaps have been transacted, and regarding the scope of the remaining exposure after transacting the 

cross-currency swaps, as of June 30, 2012. The following table presents the assets and the liabilities 

presented in the Company’s statement of financial position (in the original currency and in New 

Israeli Shekels
1
) and the percentages that they represent of the total assets and liabilities, respectively, 

on a proportionately consolidated basis
2
, and the total financial adjustments made by the Company by 

means of cross-currency swap transactions, in order to correlate, as far as possible, the composition of 

the equity to the composition of the assets (from a currency perspective). As illustrated by the table, 

the assets and liabilities for each particular currency do not fully correlate, and the exposure to each 

such currency is reflected in the differences, as presented in the table.  

 

 

Data presented in millions NIS U.S.$ EUR C$ 
Total in 

NIS 

Assets in original currency 
3,234 2,163 2,483 3,260  

Assets in NIS 3,234 8,485 12,246 12,470 36,435 

% of total assets 9 23 34 34 100 

Liabilities in original currency 9,177 1,183 1,397 1,910  

Cross-currency swap transactions 

in original currency (6,112) 249 480 577  

Liabilities in original currency 3,065 1,432 1,877 2,487  

Liabilities in NIS 

adjusted for swaps 3,065 5,618 9,257 9,514 27,454 

% of total liabilities 11 20 34 35 100 

Total equity in original currency 169 731 606 773  

Total equity in NIS 169 2,867 2,989 2,956 8,981 

% of total equity 2 32 33 33 100 

 

  

 

                                                           
1
 According to exchange rates as of June 30, 2012.  

2
 The Company’s statement of financial position presented on a proportionately consolidated basis has not 

been prepared in conformance with accounting principles, but according to the Company’s holding 

percentages in each of the consolidated subsidiaries at the stated date.  



UPDATE TO THE DESCRIPTION OF THE COMPANY’S BUSINESS FOR THE 2011 PERIODIC 

REPORT OF GAZIT-GLOBE LTD. (the “Company”) 

 

Pursuant to Regulation 39A of the Securities Regulations (Periodic and Immediate Reports), 1970, details 

are presented below concerning material changes and developments that have taken place in the Company’s 

business since the publication of the Company’s Periodic Report for 2011 (the “Periodic Report”), for each 

matter that has to be described in the Periodic Report.  

Update to Section 3 – Dividend distributions in the last two years  

A. On April 23, 2012, the Company distributed a dividend to its equity holders in the amount of 

approximately NIS 66 million (NIS 0.40 per share).  

B. For details regarding the dividend declared by the Company subsequent to the Reporting Date, refer to 

note 4.f of the financial statements.  

Update to Section 6 – Acquisition, development and operation of shopping centers in the U.S.  

A. For details regarding EQY’s receipt of an unsecured loan in the amount of U.S.$ 250 million, and the 

contract entered into by EQY for the purpose of fixing the Libor interest that the loan bears, refer to 

note 3.e of the financial statements.  

B. For details regarding the closing of EQY’s secondary offer to the public for LIH, for the sale of 

approximately 4.1 million EQY shares held by LIH, refer to note 3.g of the financial statements.  

C. For details regarding the closing of a public offering of 4.1 million shares and a private issuance of 0.5 

million EQY shares to a wholly-owned subsidiary of the Company, refer to note 4.e of the financial 

statements.  

Update to Section 7 – Acquisition, development and operation of shopping centers in Canada  

A. For details regarding the public offering in Canada made by FCR by means of a shelf prospectus of 

C$ 75 million par value of unsecured convertible debentures (series H), which bear annual interest at 

the rate of 4.95%, refer to note 3.f of the financial statements.  

B. For details regarding the public offering in Canada made by FCR of C$ 175 million par value of 

unsecured debentures (series N), which bear annual interest at the rate of 4.50%, refer to note 3.i of the 

financial statements.  



C. For details regarding the public offering in Canada made by FCR of C$ 52.5 million par value of 

unsecured convertible debentures (series I), which bear annual interest at the rate of 4.75%, refer to 

note 3.j of the financial statements.  

D. For details regarding the public offering in Canada made by FCR of C$ 150 million par value of 

unsecured convertible debentures (series O), which bear annual interest at the rate of 4.43%, refer to 

notes 3.q and 4.a of the financial statements.  

E. For details regarding the closing of a transaction with underwriters for the public offering in Canada of 

2.5 million units, each of which is composed of one ordinary share and one warrant for the purchase of 

one FCR share, at a price of C$ 18.75 per unit and for a total consideration of approximately C$ 47 

million, refer to note 4.c of the financial statements.  

F. For details regarding the early redemption by FCR of the outstanding C$ 97 million par value of series 

D debentures, refer to note 4.d of the financial statements. 

Update to Section 8 – Acquisition, development and operation of shopping centers in Northern Europe  

A. For details regarding the public offering in Finland made by CTY of EUR 150 million par value of 

unsecured debentures, which bear annual interest at the rate of 4.25%, refer to note 3.l of the financial 

statements.  

B. For details regarding the repurchase by CTY of convertible debentures, refer to note 4.b of the 

financial statements.  

C. For details of the sale by the Company of EUR 42 million par value of convertible debentures of CTY, 

subsequent to the Reporting Date, to third parties and to CTY, refer to note 4.b of the financial 

statements.  

Update to Section 9 – Acquisition, development and operation of shopping centers in Central and 

Eastern Europe 

A. For details regarding the acquisition of ATR shares by the Company through stock exchange trades, 

refer to note 3.h of the financial statements.  

B. For details regarding publication by ATR of a purchase offer for EUR 100 million par value of 

debentures, see note 3.p of the financial statements.  

Update to Section 10 – Initiation, development, management and construction of real estate projects  

For details regarding an offering by means of a shelf prospectus of approximately NIS 62 million par value 

of debentures (series F) by Dori Group, refer to note 3.d of the financial statements.  



Update to Section 11.5 – GAA  

For details regarding the acquisition of all the GAA shares that are not already held by the Group, to be paid 

for in cash and in FCR shares, and also the acquisition by FCR of all the shares of ProMed (CA), by means 

of an allotment of FCR shares, from GAA, refer to note 3.m of the financial statements.  

Update to Section 11.9 – RSC 

For details regarding the sale by RSC of 12 senior housing facilities for a total consideration of U.S.$ 230 

million, refer to note 3.o of the financial statements. 

Update to Section 20 – Financing  

A. For details regarding a private offering of NIS 130 million par value of debentures (series J) by the 

Company to institutional investors, together with approximately 2.6 million warrants (non-listed) that 

are exercisable into up to approximately NIS 260 million par value of debentures (series K), refer to 

note 3.k of the financial statements. .  

B. On May 15, 2012, S&P Maalot announced its reconfirmation of the A+ (Israeli scale) rating on the 

various series of the Company’s debentures and that it was revising the outlook from Positive to 

Stable.  

C. On June 28, 2012, the Company entered into an agreement with an Israeli bank to extend a U.S.$ 200 

million credit facility for a period of five years. No material changes were made to the rest of the 

principal terms of the credit facility.  



Disclosure Concerning Very Material Properties Pursuant to Chapter F of the Disclosure Guideline 

Regarding Investment Property Activity 

 

G ONE 

 
Quarter 2 

2012 

Quarter 1 

2012 

As of December 31, 

2011and for the 

year then ended 

Value of property (NIS in 000’s) 285,000 282,000 282,000 

Building rights and other adjustments (NIS in 000’s) 16,000 16,000 16,000 

NOI in the period (NIS in 000’s) 5,075 5,017 20,125 

Revaluation gains (losses)in the period (NIS in 000’s) 3,195 (86) 17,047 

Average occupancy rate in the period 98% 98% 100% 

Rate of return (%) 7.1% 7.1% 7.1% 

Average annual rental per sq. meter (NIS) 821 819 797 

Average annual rental per sq. meter in leases signed in 

the period (NIS) -  - - 

 

G TWO 

 
Quarter 2 

2012 

Quarter 1 

2012 

As of December 31, 

2011 and for the 

year then ended 

Value of property (NIS in 000’s) 262,000 258,900 258,900 

Land reserve and building rights (NIS in 000’s) 45,000 45,000 45,000 

NOI in the period (NIS in 000’s) 4,499 4,677 18,953 

Revaluation gains (losses)in the period (NIS in 000’s) 2,890 (571) 24,649 

Average occupancy rate in the period 98% 99% 100% 

Rate of return (%) 7.0% 7.2% 7.3% 

Average annual rental per sq. meter (NIS) 854 859 841 

Average annual rental per sq. meter in leases signed in 

the period (NIS) - - - 

 

G CINEMA CITY 

 
Quarter 2 

2012 

Quarter 1 

2012 

As of December 31, 

2011 and for the 

year then ended 

Value of property (NIS in 000’s) 441,900 437,000 437,000 

NOI in the period (NIS in 000’s) 7,534 8,300 30,758 

Revaluation gains (losses)in the period (NIS in 000’s) 5,029 (219) 49,317 

Average occupancy rate in the period 100% 100% 100% 

Rate of return (%) 6.9% 7.1% 7.0% 

Average annual rental per sq. meter (NIS) 1,367 1,378 1,358 

Average annual rental per sq. meter in leases signed in 

the period (NIS) - - - 
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3 Aminadav St. 
Tel-Aviv 67067, Israel  
 
Tel:  972 (3)6232525 
Fax: 972 (3)5622555 
www.ey.com 

 

 

 

 

 

Auditors' review report to the shareholders of Gazit-Globe Ltd. 

 

Introduction 
 

We have reviewed the accompanying financial information of Gazit-Globe Ltd. and its subsidiaries ("the 

Group"), which comprises the condensed consolidated statement of financial position as of June 30, 2012 

and the related condensed consolidated statements of income, comprehensive income, changes in equity and 

cash flows for the periods of six and three months then ended. The Company's board of directors and 

management are responsible for the preparation and presentation of interim financial information for this 

interim period in accordance with IAS 34, "Interim Financial Reporting" and are responsible for the 

preparation of this interim financial information in accordance with Chapter D of the Securities Regulations 

(Periodic and Immediate Reports), 1970. Our responsibility is to express a conclusion on this interim 

financial information based on our review. 
 

We did not review the condensed interim financial information of certain subsidiaries, whose assets 

constitute approximately 37% of total consolidated assets as of June 30, 2012, and whose revenues constitute 

approximately 30% and 31% of total consolidated revenues for the periods of six and three months then 

ended. Furthermore, we did not review the condensed interim financial information of companies presented 

on equity basis, investment in which amounted to a total of NIS 3,901 million as of June 30 2012 and the 

Group’s share in the earnings of these companies amounted NIS 133 and  NIS 56 million for the periods of 

six and three months then ended, respectively. The condensed interim financial information of those 

companies was reviewed by other auditors, whose review reports have been furnished to us, and our 

conclusion, insofar as it relates to the financial information in respect of those companies, is based on the 

review reports of the other auditors. 
 

Scope of review 
 

We conducted our review in accordance with Review Standard 1 of the Institute of Certified Public 

Accountants in Israel, "Review of Interim Financial Information Performed by the Independent Auditor of 

the Entity." A review of interim financial information consists of making inquiries, primarily of persons 

responsible for financial and accounting matters, and applying analytical and other review procedures. A 

review is substantially less in scope than an audit conducted in accordance with generally accepted auditing 

standards in Israel and consequently does not enable us to obtain assurance that we would become aware of 

all significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion. 
 

Conclusion 
 

Based on our review and the review reports of other auditors, nothing has come to our attention that causes 

us to believe that the accompanying interim financial information is not prepared, in all material respects, in 

accordance with IAS 34. 
 

In addition to the abovementioned, based on our review and the review reports of other auditors, nothing has 

come to our attention that causes us to believe that the accompanying interim financial information does not 

comply, in all material respects, with the disclosure requirements of Chapter D of the Securities Regulations 

(Periodic and Immediate Reports), 1970. 

 

Tel-Aviv, Israel KOST FORER GABBAY & KASIERER 
  August 20,  2012 A Member of Ernst & Young Global 
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 

 

  June 30,  December 31, 

  2012  *) 2011  *) 2011 

  Unaudited  Audited 

  NIS in millions 

ASSETS        

       

CURRENT ASSETS:       

       

Cash and cash equivalents  1,442  982 1,539 

Short-term deposits and loans   385  251 770 

Marketable securities at fair value through profit or loss  62  85 97 

Available-for-sale financial assets  18  46 67 

Financial derivatives  78  114 84 

Trade receivables  730  579 656 

Other accounts receivable  284  362 291 

Inventory of buildings and apartments for sale  645  514 697 

Current tax receivable  21  26 14 

      

  3,665  2,959 4,215 

      

Assets classified as held for sale  636  260 714 

      

  4,301  3,219 4,929 

NON-CURRENT ASSETS:      

      

Investments in associates and jointly controlled entities  4,808  4,324 4,390 

Other investments, loans and receivables  442  151 308 

Available-for-sale financial assets  357  239 314 

Financial derivatives   883  1,036 937 

Investment property  54,080  46,148 51,014 

Investment property under development  3,063  1,814 2,198 

Non-current inventory   23  23 23 

Fixed assets, net  163  153 157 

Goodwill  103  132  101 

Other intangible assets, net  43  97 68 

Deferred taxes  199  123 160 

      

  64,164  54,240 59,670 

      

  68,465  57,459 64,599 

 

*) Retroactively adjusted due to implementation of new IFRS standards, see Notes 2b, 2c and 6. 
 

 

The accompanying notes are an integral part of these interim consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION    

 

  June 30,  December 31, 

  2012  *) 2011  *) 2011 

  Unaudited  Audited 

  NIS in millions 

LIABILITIES AND EQUITY      
     
CURRENT LIABILITIES     

Credit from banks and others  289  491 453 

Current maturities of non-current liabilities  2,906  2,137 3,525 

Financial derivatives  25  16 25 

Trade payables  785  625 819 

Other accounts payable  1,236  1,051 1,218 

Advances from customers and buyers of apartments  225  175 277 

Current tax payable  30  27 53 
     
  5,496  4,522 6,370 

Liabilities attributable to assets held for sale  83  187 103 

     
  5,579  4,709 6,473 

NON-CURRENT LIABILITIES      

Debentures  17,258  14,694 15,379 

Convertible debentures   1,602  886 1,121 

Interest-bearing loans from financial institutions and others  19,487  17,706 18,973 

Financial derivatives   385  110 339 

Other financial liabilities  312  175 277 

Employee benefit liability, net  7  5 8 

Deferred taxes   2,805  2,079  2,401 

     
  41,856  35,655 38,498 

EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF 
   THE COMPANY      

Share capital  218  208 218 

Share premium  3,791  3,482 3,787 

Retained earnings  4,318  3,569 3,904 

Foreign currency translation reserve  (557)  (1,225) (728) 

Other reserves  157  244 150 

Loans granted to purchase shares of the Company  **)     -  (4) **)     - 

Treasury shares  (21)  (21) (21) 
     
  7,906  6,253 7,310 
     
Non-controlling interests   13,124  10,842  12,318 

       
Total equity   21,030  17,095  19,628 

      
  68,465  57,459 64,599 

 
*) Retroactively adjusted due to implementation of new IFRS standards, see Notes 2b, 2c and 6. 
**) Represents an amount of less than NIS 1 million. 
 
The accompanying notes are an integral part of these interim consolidated financial statements. 
 

August 20, 2012       

Date of approval of the 

financial statements 

 

Chaim Katzman 

Chairman of the Board 

 

Aharon Soffer  

President 

 

Gadi Cunia  

Executive Vice President 

and CFO  
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CONSOLIDATED STATEMENTS OF INCOME 

 

  Six months ended 

June 30, 

 Three months ended 

June 30,  

 Year ended 

December 31,  

  2012  *) 2011  2012  *) 2011  *) 2011 

  Unaudited  Audited 

  NIS in millions (except per share amounts) 

           

Rental income  2,527  2,289  1,268 1,146 4,718 
Revenues from sale of buildings, land and 

contractual works performed 

 

932  279  456 279 1,001 

         
Total revenues  3,459  2,568  1,724 1,425 5,719 

         
Property operating expenses  822  755  403 366 1,522 
Cost of buildings sold, land and contractual 

works performed 

 

885  264  430 264 967 

         
Total cost of revenues  1,707  1,019  833 630 2,489 

         
Gross profit  1,752  1,549  891 795 3,230 
         
Fair value gain from investment property and 

investment property under development, net 

 

1,031  614  718 543 1,670 
General and administrative expenses  (327)  (318)  (165) (178) (733) 
Other income  125  45  35 29 119 
Other expenses  (17)  (11)  (12) (11) (114) 
Group's share in earnings of associates and 

jointly controlled entities, net 

 

154  197  74 128 334 

         
Operating income   2,718  2,076  1,541 1,306 4,506 
         
Finance expenses  (1,097)  (1,060)  (591) (490) (2,197) 
Finance income  45  29  19 13 72 

         
Profit before taxes on income  1,666  1,045  969 829 2,381 
Taxes on income   343  201  211 157 328 

         
Net income   1,323  844  758 672 2,053 

         
Attributable to:         
         
Equity holders of the Company  546  267  288 281 719 
Non-controlling interests  777  577  470 391 1,334 

         
  1,323  844  758 672 2,053 

Net earnings per share attributable to equity 

holders of the Company (NIS):  

 

         
           
Basic net earnings   3.31  1.73  1.74  1.82  4.65 

           
Diluted net earnings   3.24  1.71  1.70  1.80  4.30 

 

*) Retroactively adjusted due to implementation of new IFRS standards, see Notes 2b, 2c and 6. 
 

The accompanying notes are an integral part of these interim consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME  

 

  Six months ended 

June 30, 

 Three months ended 

June 30,  

 Year ended 

December 31, 

  2012  *) 2011  2012  *) 2011  *) 2011 

  Unaudited  Audited 

  NIS in millions  
           
Net income   1,323  844  758 672  2,053 

          

Other comprehensive income (loss) (net 

of tax effect):          
          

Exchange differences on translation of 

foreign operations (1)  428  47  657 (183)  1,139 

Realization of exchange differences on 

translation of foreign operations of 

investees according to the equity 

method  3  12  - 12  12 

Net gains (losses) on cash flow hedges 

(1)  (37)  40  (63) (31)  (139) 

Net gains (losses) on available-for-sale 

financial assets  34  (20)  33 (6)  (39) 

Gain on revaluation of fixed assets in 

jointly controlled entity  16  9  19 10  28 
          
Total other comprehensive income (loss)  444  88  646 (198)  1,001 

          
Total comprehensive income   1,767  932  1,404 474  3,054 

          
Attributable to:          

          
Equity holders of the Company (2)  752  368  575 186  1,231 

Non-controlling interests  1,015  564  829 288  1,823 
          
  1,767  932  1,404 474  3,054 

(1) Includes Group's share in other 

comprehensive income (loss) of 

investees according to the equity 

method  2  (20)  14 (7)  3 
 
(2)  Composition of comprehensive income attributable  

       to equity holders of the Company: 
         

Net income   546  267  288 281  719 

Exchange differences on translation of 

foreign operations  169  76  263 (96)  573 

Realization of exchange differences on 

translation of foreign operations  2  12  - 12  12 

Net gains (losses) on cash flow hedges  (16)  22  (28) (13)  (66) 

Net gains (losses) on available-for-sale 

financial assets  35  (18)  33 (8)  (35) 

Gain on revaluation of fixed assets in 

jointly controlled entity  16  9  19 10  28 
          
  752  368  575 186  1,231 

 
*) Retroactively adjusted due to implementation of new IFRS standards, see Notes 2b, 2c and 6. 
 
The accompanying notes are an integral part of these interim consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

 

 
    

  Equity attributable to equity holders of the Company    

  
Share 
capital  

Share 
premium  

Retained 
earnings  

Adjustments 
from 

translation of 
financial 

statements  
Other 

reserves   

Loans 
granted to 
purchase  

shares  
Treasury 

shares  Total  

Non-
controlling 

interests  
Total 
equity 

  Unaudited 

  NIS in millions 

                     
Balance as of January 1, 2012 (audited) **)  218 3,787 3,904  (728) 150 *)    - (21) 7,310 12,318  19,628 

             
Net income   - - 546 - - - - 546 777  1,323 
Other comprehensive income   - - - 171 35 - - 206 238  444 

Total comprehensive income   - - 546 171 35 - - 752 1,015  1,767 
             
Expiration and exercise of share options into 

Company's share  - 4 - - (4) - - *)     - -  *)      - 
Realization of fixed assets revaluation reserve   - - *)    - - *)     - - - - -  - 
Revaluation of loans to purchase shares  - - *)    - - - *)    - - - -  - 
Repayments of loans to purchase shares  - -     - - - *)    - - *)     - -  *)     - 
Cost of share-based payment  - - - - 2 - -  2 23  25 
Dividend to equity holders of the Company  - - (132) - - - - (132) -  (132) 
Capital issuance to non-controlling interests   - - - - 9 - - 9 139  148 
Acquisition of  non-controlling interests   - - - - (35)   (35) -  (35) 
Conversion and repurchase of convertible 

debentures in subsidiary  - - - - - - - - (4)  (4) 
Dividend to non-controlling interests  - - - - - - - - (367)  (367) 

             
Balance as of June 30, 2012  218 3,791 4,318 (557) 157 *)   - (21) 7,906 13,124  21,030 

 

*) Represents an amount of less than NIS 1 million. 
**)  Retroactively adjusted due to implementation of new IFRS standards, see Notes 2b, 2c and 6. 
 
The accompanying notes are an integral part of these consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY **) 

    

\  Equity attributable to equity holders of the Company    

  
Share 
capital  

Share 
premium  

Retained 
earnings  

Adjustments 
from 

translation of 
financial 

statements  
Other 

reserves   

Loans 
granted 

to 
purchase 

shares  
Treasury 

shares  Total  

Non-
controlling 

interests  
Total 
equity 

  Unaudited 

  NIS in millions 

                     
Balance as of January 1, 2011 (audited)  208 3,474 3,422  (1,313) 220 (4) (21) 5,986 9,205 15,191 
             
Net income   - - 267  - - - - 267 577 844 
Other comprehensive income (loss)  - - -  88 13 - - 101 (13) 88 

             
Total comprehensive income   - - 267  88 13 - - 368 564  932  
             
Exercise of share options into Company's shares   *)   - 8 -  - (6) - - 2 - 2 
Revaluation of  loans to purchase shares  - - *)     -  - - *)     - - - - - 
Waiver of salary by controlling shareholder, net    - - -  - 2 - - 2 - 2 
Realization of fixed assets revaluation reserve and 

initially consolidated subsidiary revaluation reserve   - - *)    -  - *)    - - - - - - 
Cost of share-based payment  - - -  - 4 - - 4 23 27 
Dividend declared  - - (120)  - - - - (120) - (120) 
Capital issuance to non-controlling interests   - - -  - 48 - - 48 629 677 
Acquisition of  non-controlling interests   - - -  - (37) - - (37) (165) (202) 
Non-controlling interests in initially consolidated 

companies  - - -  - - - - - 903  903  
Conversion and repurchase of convertible debentures in 

subsidiary  - - -  - - - - - 9 9 
Dividend to non-controlling interests  - - -  - - - - - (326) (326) 

             
Balance as of June 30, 2011   208 3,482 3,569  (1,225) 244 (4) (21) 6,253 10,842  17,095 

 

* ) Represents an amount of less than NIS 1 million. 

**)   Retroactively adjusted due to implementation of new IFRS standards, see Notes 2b, 2c and 6. 

 

The accompanying notes are an integral part of these interim consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

 
    

  Equity attributable to equity holders of the Company    

  
Share 
capital  

Share 
premium  

Retained 
earnings  

Adjustments 
from 

translation of 
financial 

statements  
Other 

reserves   

Loans 
granted to 
purchase  

shares  
Treasury 

shares  Total  

Non-
controlling 

interests  
Total 
equity 

  Unaudited 

  NIS in millions 

                     
Balance as of April 1, 2012 **)  218 3,787 4,096 (820) 135 **)    - (21) 7,395 12,402  19,797 

             
Net income   - - 288 - - - - 288 470  758 
Other comprehensive income   - - - 263 24 - - 287 359  646 

Total comprehensive income   - - 288 263 24 - - 575 829  1,404 
             
Expiration and exercise of share options into 

Company's shares  - 4     - - (4) - - *)   - -  *)    - 
Realization of fixed assets revaluation reserve   - - *)    - - *)    - - - - -  - 
Revaluation of loans to purchase shares  - - *)    - - -  *)    - - - -  - 
Repayment of loans to purchase shares  - - - - -   *)    - - *)    - -  *)   - 
Cost of share-based payment  - - - - 1 - - 1 11  12 
Dividend to equity holders of the Company  - - (66) - - - - (66) -  (66) 
Capital issuance to non-controlling interests   - - - - 1 - - 1 16  17 
Conversion and repurchase of convertible 

debentures in subsidiary  - - - - - - -     - *)    -     *)    - 
Dividend to non-controlling interests  - - - - - - - - (134)  (134) 

             
Balance as of June 30, 2012  218 3,791 4,318 (557) 157 *)   - (21) 7,906 13,124  21,030 

 

* ) Represents an amount of less than NIS 1 million. 
**)   Retroactively adjusted due to implementation of new IFRS standards, see Notes 2b, 2c and 6. 
 

 

The accompanying notes are an integral part of the interim consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY **) 

 

  Equity Attributable to Company Shareholders      

  
Share 
capital  

Share 
premium  

Retained 
earnings  

Adjustments 
from 

translation of 
financial 

statements   
Other 

reserves   

Less 
loans to 

purchase 
shares  

Treasury 
shares  Total  

Non-
controlling 

interests  Total equity 

  Unaudited 
  NIS in millions 
                     
Balance as of April 1, 2011   208 3,481 3,348 (1,141) 247  (4) (21) 6,118  10,226 16,344 

             
Net income  - - 281 - -  - - 281 391 672 
Other comprehensive loss   - - - (84) (11)  - - (95) (103) (198) 

             
Total comprehensive income (loss)  - - 281 (84) (11)  - - 186 288 474 
             
Exercise of share options into Company shares  *)  - 1 - - (1)  - - *)  - - *)          - 
Revaluation of loans to purchase shares  - - *)    - - -  *)  - -    - - - 
Waiver of salary by controlling shareholder, net    - - - - 2  - - 2 - 2 
Realization of fixed asset revaluation reserve and 

initially consolidated subsidiary revaluation 
reserve   - - *)     - - *)    -  - - - - - 

Cost of share-based payment  - - - - 2  - - 2 13 15 
Dividend declared  - - (60) - -  - - (60) - (60) 
Issue of capital to non-controlling interests  - - - - 32  - - 32 379 411 
Acquisition of non-controlling interests  - - - - (27)  - - (27) (44) (71) 
Non-controlling interests in initially consolidated 

company   - - - - -  - - - 161 161 
Conversion of convertible debentures in subsidiary  - - - - -  - - - 9 9 
Dividend to non-controlling interests  - - - - -  - - - (190) (190) 

             
Balance as of June 30, 2011  208 3,482 3,569 (1,225) 244  (4) (21) 6,253 10,842 17,095 

 

* ) Represents an amount of less than NIS 1 million. 

**)   Retroactively adjusted due to implementation of new IFRS standards, see Notes 2b, 2c and 6. 

 

 

The accompanying notes are an integral part of the interim consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY **) 
 
    

  Equity attributable to equity holders of the Company    

  
Share 
capital  

Share 
premium  

Retained 
earnings  

Adjustments 
from 

translation of 
financial 

statements  
Other 

reserves   

Loans 
granted to 
purchase  

shares  
Treasury 

shares  Total  

Non-
controlling 

interests  
Total 
equity 

  Audited 
  NIS in millions 

                     
Balance as of January 1, 2011  208 3,474 3,422 (1,313)  220 (4) (21) 5,986  9,205 15,191 

            
Net income   - - 719 - - - - 719 1,334 2,053 
Other comprehensive income (loss)  - - - 585 (73) - -  512 489 1,001 
            
Total comprehensive income (loss)  - - 719 585 (73) - - 1,231  1,823 3,054 
            
Issue of shares net of issue expenses   10 303 - - - - - 313 - 313 
Exercise and expiration of share options issued 

by the Company   *)   - 10 - - (8) - - 2 - 2 
Revaluation of  loans to purchase shares  - - *)     - - - *)  - - - - - 
Repayment of  loans to purchase shares  - - - - - 4 - 4 - 4 
Waiver of salary by controlling shareholder, net   - - - - 64 - - 64 - 64 
Realization of fixed assets revaluation reserve 

and initially consolidated investment 
revaluation reserve   - - 4 - (4) - - - - - 

Cost of share-based payment  - - - - 7 - - 7 49 56 
Dividend to equity holders of the Company  - - (241) - - - - (241) - (241) 
Capital issuance to non-controlling interests   - - - - (12) - - (12) 1,197 1,185 
Acquisition of  non-controlling interests   - - - -  (44) - -  (44) (341) (385) 
Non-controlling interests in initially 

consolidated companies  - - - - - - - - 928 928 
Conversion and repurchase of convertible 

debentures in subsidiary  - - - - - - - - 2 2 
Dividend to non-controlling interests  - - - - - - - - (545) (545) 

            
Balance as of December 31, 2011  218 3,787 3,904  (728) 150 *)  - (21)  7,310 12,318 19,628 

 
*) Represents an amount of less than NIS 1 million. 

**)   Retroactively adjusted due to new IFRS standards implementation, see Notes 2b, 2c and 6. 
 
The accompanying notes are an integral part of these consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 

    

  Six months ended 
June 30, 

 Three months ended 
June 30,  

 Year ended 
December 31, 

  2012  *) 2011  2012  *) 2011  *) 2011 

  Unaudited  Audited 

  NIS in millions  

Cash flows from operating activities:           
Net income   1,323 844  758 672  2,053 

         
Adjustments required to present net cash 

provided by operating activities:         
        
Adjustments to the profit or loss items:         
        
Finance expenses, net  1,052 1,031  572 477  2,125 
Group's share in earnings of associates and 

jointly controlled entities  (154) (197)  (74) (128)  (334) 
Fair value gain from investment property and 

investment property under development, net  (1,031) (614)  (718) (543)  (1,670) 
Depreciation and amortization of fixed and 

intangible assets (including impairment of 
goodwill)  20 22  14 16  67 

Taxes on income   343 201  211 157   328 
Impairment loss of other assets  - -  - -  5 
Capital loss, net  13 11  10 12  64 
Change in employee benefit liability, net  (1) **)      -  - **)     -  3 
Loss (gain) from decrease in holding interest and 

disposal of  investees, net  (3) 1  5 -  (5) 
Gain from bargain purchase  (119) (26)  (37) (26)  (102) 
Cost of share-based payment  25 27  12 15  56 
Salary expenses charged to capital reserve  - 4  - 4  105 

        
 145 460  (5) (16)  642 

Changes in assets and liabilities items:         
        
Increase in trade receivables and other accounts 

receivable  (59) (307)  (31) (250)  (185) 
Decrease (increase) in inventories of buildings 

and land less advances from customers and 
buyers of apartments, net   26 23  31 30  (78) 

Increase (decrease) in trade and other accounts 
payable  (129) 15  (6) (63)  61 

Increase in tenants' security deposits, net  5 10  1 7  14 

        
 (157) (259)  (5) (276)  (188) 

Net cash provided by operating activities before 
interest, dividend and taxes  1,311 1,045  748 380  2,507 

        
Cash paid and received during the period for:         
Interest paid  (970) (827)  (479) (431)  (1,536) 
Interest received  26 7  13 2  31 
Dividend received  65 44  33 24  96 
Taxes paid  (37) (13)  (32) (2)  (10) 
Taxes received  - 34  - 7  38 

        
 (916) (755)  (465) (400)  (1,381) 

        
Net cash provided by (used in) operating 

activities  395 290  283 (20)  1,126 
 
*)   Retroactively adjusted due to implementation of new IFRS standards, see Notes 2b and 2c. 
**) Represents an amount of less than NIS 1 million. 
 
The accompanying notes are an integral part of these interim consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 

 

 
    

  Six months ended 
June 30, 

 Three months ended 
June 30,  

 Year ended 
December 31,  

  2012  *) 2011  2012  *) 2011  *) 2011 

  Unaudited  Audited 

  NIS in millions  

Cash flows from investing activities:           
         
Acquisition of initially consolidated 

subsidiary (a)  -  92  - -  92 
Initial consolidation of investment previously 

accounted for using equity method (b)  -  20  - 20  20 

Proceeds from sale of investees  12  -  - -  - 

Investment in investee  (194)  (122)  (35) (27)  (104) 
Acquisition, construction and development of 

investment property  (2,851)  (2,485)  (1,836) (1,363)  (6,477) 

Investments in fixed assets  **)   -  (2)  **)   - (1)  (6) 
Proceeds from sale of investment property 

and investment property under 
development  937  286  554 269  2,880 

Grant of long-term loans  (176)  (22)  (36) (14)  (280) 

Collection of long-term loans   1  29  1 11  103 

Short-term investments, net  370  72  77 7  50 

Investment in financial assets  (347)  (333)  (131) (333)  (1,001) 

Proceeds from sale of financial assets  454  194  280 188  506 

          

Net cash used in investing activities  (1,794)  (2,271)  (1,126) (1,243)  (4,217) 

          

 

*)   Retroactively adjusted due to implementation of new IFRS standards, see Notes 2b and 2c. 
**) Represents an amount of less than NIS 1 million. 

 

 

 
 
The accompanying notes are an integral part of these consolidated financial statements. 
 



GAZIT-GLOBE LTD. 

14 

 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

 

 

  Six months ended 

June 30, 

 Three months ended 

June 30,  

 Year ended 

December 31,  

  2012  *) 2011  2012  *) 2011  *) 2011 

  Unaudited  Audited 

  NIS in millions  

Cash flows from financing activities:       

       

Issue of shares (net of issue expenses)  -  -  - -  313 
Repayment of loans granted for purchase of 

Company's shares  **)   -  **)   -  **)   - **)   -  4 
Exercise of share options into Company's 

shares   **)  -  2  **)   - **)   -  2 
Capital issuance to non-controlling interests, 

net   75  416  17 375  714 
Increase in the parent's ownership in 

subsidiaries  -  (215)  - (83)  (384) 
Dividend paid to equity holders of the 

Company  (66)  (117)  (66) (60)  (298) 

Dividend paid to non-controlling interests  (363)  (319)  (238) (204)  (567) 

Receipt of long-term loans  2,641  2,797  926 2,085  6,574 

Repayment of long-term loans  (2,684)  (2,422)  (1,453) (1,482)  (5,518) 
Receipt (repayment) of long-term credit 

facilities from banks, net  (319)  1,026  422 219  1,805 
Repayment and early redemption of 

debentures and convertible debentures  (782)  (630)  (473) (214)  (1,024) 

Short-term credit from banks and others, net  (157)  258  (24) 271  202 
Issue of debentures and convertible 

debentures, net  2,954  1,371  2,255 421  2,194 

          

Net cash provided by financing activities  1,299  2,167  1,366 1,328  4,017 

          
Exchange differences on balances of cash and 

cash equivalents  3  104  (5) 135  (79) 

          
Increase (decrease) in cash and cash 

equivalents  (97)  290  518 200  847 
Cash and cash equivalents at the beginning of 

the period  1,539  692  924 782  692 

          
Cash and cash equivalents at the end of the 

period  1,442  982  1,442 982  1,539 

 

*)   Retroactively adjusted due to implementation of new IFRS standards, see Notes 2b and 2c. 
**) Represents an amount of less than NIS 1 million. 
 
 
The accompanying notes are an integral part of these consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 
 
 
 

   Six months ended 
June 30, 

 Three months ended 
June 30,  

 Year ended 
December 31,  

   2012  *) 2011  2012  *) 2011  *) 2011 

   Unaudited  Audited 

   NIS in millions  

(a) Acquisition of initially 

consolidated subsidiary           

          

Working capital (excluding cash and 

cash equivalents):          

Current assets  -  (14)  -  -  (14) 

Assets held for sale  -  (465)  -  -  (465) 

Current liabilities  -  311  -  -  311 

           

  -  (168)  -  -  (168) 

Investment property and other non-

current assets  -  (1,791)  -  -  (1,791) 

Non current liabilities  -  1,066  -  -  1,066 

Non-controlling interests in initially 

consolidated subsidiaries  -  742  -  -  742 

Issue of shares to non-controlling 

interests in EQY  -  265  -  -  265 

Gain from bargain purchase  -  (22)  -  -  (22) 

           

Increase in cash and cash 

equivalents  -  92  -  -  92 

           

(b) Initial consolidation of investment 

previously accounted for using 

equity method        
          

 

Working capital (excluding cash 

and cash equivalents):       

 Current assets - (1,051)  - (1,051)  (1,051) 

 Current liabilities - 980  - 980  980 

         

  - (71)  - (71)  (71) 
          

 Non-current assets - (518)  - (518)  (518) 

 Non-current liabilities - 330  - 330  330 

 Non-controlling interests  - 171  - 171  171 

 

Realization of investment 

accounted for using equity method - 107  - 107  107 

 

Loss on revaluation of previous 

investment - (25)  - (25)  (25) 

 Gain from bargain purchase - 26  - 26  26 

         

 Increase in cash and cash 

equivalents  - 20  - 20  20 

 

*)   Retroactively adjusted due to implementation of new IFRS standards, see Notes 2b and 2c. 
 

The accompanying notes are an integral part of these interim consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 

 

 

 

   Six months ended 
June 30, 

 Three months ended 
June 30,  

 Year ended 
December 31,  

   2012  2011  2012  2011  2011 

   Unaudited  Audited 

   NIS in millions  

(c) Significant non-cash transactions:       

       

Conversion of convertible 

debentures into subsidiary's 

shares  73 45  *)  - 45  206 

        

 Acquisition of subsidiary's 

shares in exchange for issuance 

of shares by subsidiaries   -  265  - -  265 

         

Dividend payable to equity 

holders of the Company  66 60  66 60  - 

         

Dividend payable to non-

controlling interests  68 60  68 60  65 

 

 

 
*) Represents an amount of less than NIS 1 million. 
 

 

The accompanying notes are an integral part of these interim consolidated financial statements. 
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NOTE 1:- GENERAL 
 

a. These condensed interim consolidated financial statements have been prepared in a 

condensed format as of June 30, 2012 and for the six and three months periods then 

ended. These condensed interim consolidated financial statements should be read in 

conjunction with the Company's annual financial statements as of December 31, 2011 and 

for the year then ended and accompanying notes ("annual financial statements"). 
 

b. As of June 30, 2012 (the "reporting date"), the Group has a working capital deficiency of 

New Israeli Shekels ("NIS") 1,278 million. The Group has unused approved credit 

facilities in the amount of NIS 6.6 billion that can be used over the coming year. 

Furthermore, subsequent to the reporting date the group companies raised equity and 

long-term debt, see Note 4. In addition, as of the reporting date, the Group has 

unencumbered investment property and investment property under development 

presented in the condensed interim consolidated financial statements at their fair value of 

NIS 35.2 billion. The Company's management believes that these sources, as well as the 

positive cash flow generated from operating activities, will allow each of the Group's 

companies to repay their current liabilities when due. 

 

 

NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES 
 

a. Basis of preparation of the interim consolidated financial statements: 

 

The condensed interim consolidated financial statements have been prepared in 

accordance with generally accepted accounting principles for the preparation of financial 

statements for interim periods, as prescribed in IAS 34, "Interim Financial Reporting", 

and in accordance with the disclosure requirements of Chapter D of the Israeli Securities 

Regulations (Periodic and Immediate Reports), 1970. 
 

The significant accounting policies and methods of computation adopted in the 

preparation of the condensed interim consolidated financial statements are consistent with 

those followed in the preparation of the annual financial statements, except for the noted 

below: 

 

b. Changes in accounting policies due to initial application of new IFRS standards: 

 

IAS 12 - Income Taxes 

 

The amendment to IAS 12 (the "Amendment") relates to the recognition of deferred taxes 

for investment property measured at fair value, as well as assets subject to the revaluation 

model in IAS 16. According to the amendment, the deferred taxes in respect of temporary 

difference for such assets should be measured based on the presumption that the 

temporary difference will be utilized in full through sale (rather than through continuing 

use). This presumption is rebuttable if the investment property is depreciable for tax 

purposes and is held within the company's business model with the purpose of recovering 

substantially all of the underlying economic benefits by way of use and not sale. In those 

cases, the other general provisions of IAS 12 would apply in respect of the manner of 

utilization that is most expected.  
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NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.) 

 

The amendment supersedes the provisions of SIC 21 that require distinguishing between 

the land component and the building component of investment property measured at fair 

value in order to calculate the deferred tax according to their manner of expected 

utilization. 

 

The amendment is adopted retrospectively for financial statements of periods 

commencing on January 1, 2012. 

 

For the effect of the amendment, see Note 6.  

 

c. Early adoption of IFRS standards: 

 

With effect from these financial statements, the Group has early adopted IFRS 10 

Consolidated Financial Statements ("IFRS 10"), IFRS 11 Joint Arrangements ("IFRS 11") 

IFRS 12 Disclosure of Interests in Other Entities ("IFRS 12"), IAS 28R Investments in 

Associates and Joint Ventures ("IAS 28 Revised") and IAS 27R Separate Financial 

Statements (IAS 27 Revised") (collectively, the "New Standards").  

 

The main points of the New Standards and their impact on the consolidated financial 

statements of the Group are described below. It should be noted that the main effect of the 

New Standards on the financial statements results from the implementation of the IFRS 

11 and, in particular, the fact that the Group’s investments in ATR, RSC and Ronson, 

which were previously presented according to the proportionate consolidation method, 

are now presented according to the equity method since they fall within the definition of 

joint ventures pursuant to IFRS 11.  

 

IFRS 10 - Consolidated Financial Statements 

 

IFRS 10 supersedes IAS 27 regarding the accounting treatment of consolidated financial 

statements and includes the accounting treatment for the consolidation of structured 

entities previously accounted for under SIC 12, "Consolidation - Special Purpose 

Entities". 

 

IFRS 10 does not prescribe changes to the consolidation procedures but rather modifies 

the definition of control for the purpose of consolidation and introduces a single 

consolidation model. According to IFRS 10, in order for an investor to control an 

investee, the investor must have power over the investee and exposure, or rights, to 

variable returns from the investee. An investor has power over an investee when the 

investor has existing rights that give it the current ability to direct the relevant activities 

that significantly affect the investee’s returns. 

 

According to IFRS 10, when assessing the existence of control, potential voting rights 

should be considered only if they are substantive, as opposed to the provisions of IAS 27 

prior to its amendment which required consideration of potential voting rights only if they 

could be exercised immediately while disregarding management's intentions and financial 

ability to exercise such rights. 
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NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.) 

 

IFRS 10 also prescribes that an investor may have control even if it holds less than a 

majority of the investee's voting rights (de facto control), as opposed to the provisions of 

IAS 27 prior to its amendment which permits a choice between two consolidation models 

- the de facto control model and the legal control model. 

 

Under IAS 27 prior to its amendment, the Group applied the effective control model with 

regard to its investments in EQY, CTY and FCR (in specific periods, as relevant). In light 

of the tests prescribed by IFRS 10 with respect to the existence of control in a situation 

where an entity holds less than a majority of the voting rights in the investee, the Group 

determined to continue consolidation of EQY, CTY, and FCR under IFRS 10 due, inter 

alia, to its holding of a significant voting interest, the wide diversity of the public 

holdings of the remaining shares conferring voting rights, the Group’s especially high 

percentage of the voting power that participates in the general meetings and also its 

ability to appoint directors and the senior management of the aforesaid companies. For 

details regarding the specific criteria that the Group examines with regard to each 

individual company in order to determine whether effective control exists – see Note 2c 

of the annual financial statements.  

 

IFRS 11 - Joint Arrangements 

 

IFRS 11 supersedes IAS 31 regarding the accounting treatment of interests in joint 

ventures and SIC 13 regarding the interpretation of the accounting treatment of non-

monetary contributions by ventures. 

 

IFRS 11 defines joint arrangements as contractual arrangements over which two or more 

parties have joint control. 

 

IFRS 11 distinguishes between two types of joint arrangements: 

 

- Joint ventures in which the parties that have joint control of the arrangement have 

rights to the net assets of the arrangement. IFRS 11 requires joint ventures to be 

accounted for solely by using the equity method as opposed to IAS 31 that enabled 

the Company to choose its accounting policy whether to apply the proportionate 

consolidation method or the equity method regarding jointly controlled entities.  

 

- Joint operations in which the parties that have joint control of the arrangement have 

rights to the assets, and obligations for the liabilities, relating to the arrangement.  

 IFRS 11 requires the joint operator to recognize a joint operation's assets, 

liabilities, revenues and expenses in proportion to its relative share of the joint 

operation as determined in the joint arrangement, similar to the current accounting 

treatment for proportionate consolidation. 
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NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.) 

 

As referred to above, the main effect of implementing IFRS 11 is with regard to ATR, 

RSC and Ronson, which, under IAS 31, were accounted for according to the 

proportionate consolidation method, while, under IFRS 11, they constitute joint ventures 

and are thus accounted for according to the equity method.  

 

In light of the provisions of IFRS 11 and the provisions of IAS 28 Revised, as well as 

there being indications of impairment of the Group’s investments in ATR and Ronson, 

the Group has assessed the recoverable amount of these investments according to the 

value in use method, in conformance with the provisions of International Accounting 

Standard No. 36 Impairment of Assets and found that the value in use is higher than the 

carrying amount. The value in use was determined based on ATR's equity and relevant 

adjustments. 

 

IAS 28R - Investments in Associates and Joint Ventures 

 

IAS 28R supersedes IAS 28. The principal changes in IAS 28R compared to IAS 28 

relate to the application of the equity method of accounting for investments in joint 

ventures, as a result of the issuance of IFRS 11, and the guidance for transition from 

proportionate consolidation to the equity method of accounting for these investments. 

IAS 28R also prescribes that in the event of disposal of an investment in an associate or 

joint venture, including a portion thereof, the portion that meets the criteria to be 

classified as held-for-sale is accounted for in accordance with IFRS 5. Any remaining 

portion is accounted for using the equity method until the time of actual disposal. In 

addition, an investment in an associate that becomes an investment in a joint venture, or 

vice versa, will continue to be accounted for at equity and the remaining investment will 

not be remeasured. 

 

IFRS 12 - Disclosure of Interests in Other Entities 

 

IFRS 12 prescribes disclosure requirements for the Company's investees, including 

subsidiaries, joint arrangements, associates and structured entities. IFRS 12 expands the 

disclosure requirements to include the judgments and assumptions used by management 

in determining the existence of control, joint control or significant influence over 

investees, and in determining the type of joint arrangement. IFRS 12 also provides 

disclosure requirements for material investees. 

 

IAS 27R - Separate Financial Statements 

 

IAS 27R supersedes IAS 27 and only addresses separate financial statements. The 

existing guidance for separate financial statements has remained unchanged in IAS 27R. 

 

In connection with the effect of the new IFRS standards implementation, see Note 6. 
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NOTE 3:- SIGNIFICANT EVENTS DURING THE REPORTED PERIOD  

 

a. On February 15, 2012, FCR redeemed the remaining C$ 19.3 million (NIS 72 million) 

par value of convertible debentures (series A and B) in consideration for its par value and 

the unpaid accrued interest, in exchange for the issuance of 1.1 million FCR shares, 

according to FCR's right to redeem these debentures for shares, pursuant to a conversion 

price of 97% of the weighted average of FCR's share price during the 20 trade days 

ending on February 8, 2012. 

 
b. On January 12, 2012, Dori Group completed an issuance of 20.2 million ordinary shares, 

by way of rights offering pursuant to a shelf offering report from December 25, 2011 for 

an immediate gross consideration of NIS 27.3 million. As part of the offering, Gazit 

Development acquired 15.0 million Dori Group's shares. As a result of the offering, Gazit 

Development interest in Dori Group increased to 73.9%. 

 

c. On January 22, 2012, the Company completed a private placement to institutional 

investors, of NIS 185 million par value debentures (Series D), by way of expansion of a 

listed series, along with 1.85 million non-listed call options exercisable into up to NIS 

222 million par value debentures (Series K), for an immediate consideration of NIS 226 

million.  

 

Each of the call options was exercisable by February 29, 2012 (the "expiration date") at 

an exercise price of NIS 121.8 (linked to increase in the Israeli CPI) for each NIS 120 par 

value of debentures (Series K). By the expiration date 1.84 million options were exercised 

to NIS 221 million par value debentures (Series K) in consideration for NIS 224 million.  

 
d. On January 30, 2012, Dori Group completed a public offering of NIS 62 million par value 

of debentures (series F), by way of series expansion according to a shelf prospectus, in 

consideration for NIS 71 million. 

 

e. On February 13, 2012 EQY announced that it has closed a U.S.$ 200 million (NIS 743 

million) unsecured term loan which matures in February 2019. The term loan bears 

interest at the annual rate of U.S. LIBOR plus 190 basis points subject to a pricing grid 

for changes in EQY's credit ratings. EQY also entered into interest rate swaps converting 

the term loan's LIBOR rate to a fixed interest rate, providing EQY an effective fixed 

interest rate on the term loan of 3.46% per annum based on the EQY's current credit 

ratings.  

 

After the reporting date and according to the loan terms, EQY increased the loan to U.S. $ 

250 million (NIS 981 million). 

 
f. On February 16, 2012, FCR completed a public offering in Canada of C$ 75 million (NIS 

279 million) par value unsecured convertible debentures (series H) by way of a shelf 

prospectus. The convertible debentures bear annual interest at the rate of 4.95%, payable 

in two semi-annual payments commencing on September 30, 2012 and are convertible 

into FCR shares for C$ 23.75 per share on each day from their listing for trade and 

payable on March 31, 2017. According to the terms of the debentures, FCR is entitled to 

repay the debentures principal and interest in shares at its sole discretion, at 97% of a 

weighted average trading price of FCR Ordinary shares during the 20 days prior to the 

repayment. 
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NOTE 3:- SIGNIFICANT EVENTS DURING THE REPORTED PERIOD  

 

g. On March 9, 2012, EQY completed a public secondary offering on behalf of LIH for 

selling 4.1 million of EQY shares held by LIH in gross proceeds of U.S.$ 76.4 million 

(NIS 292 million), which were transferred to LIH. 

 
h. During the reporting period, a wholly-owned subsidiary purchased additional 9.8 million 

ATR shares through stock exchange trades, in consideration for € 35.3 million (NIS 174 

million). As a result of the purchases, the Company's interest in ATR increased to 34.2% 

and the Company recognized a gain from bargain purchase in the amount of € 24.2 

million (NIS 119 million), presented in other income line item. 

 

 After the reporting date, the wholly-owned subsidiary completed additional purchase of 

1.2 million ATR shares, in consideration for € 4.3 million (NIS 21 million). 

 

i. On April 4, 2012, FCR completed a public offering in Canada of C$ 175 million (NIS 

652 million) par value unsecured debentures (Series N), by way of a shelf prospectus. 

The debentures bear fixed annual interest of 4.5%, and are payable in one principal 

payment on March 1, 2021. 

 

j. On May 22, 2012, FCR completed a public offering in Canada of C$ 52.5 million (NIS 

196 million) par value unsecured convertible debentures (Series I) by way of a shelf 

prospectus. The convertible debentures bear annual interest at the rate of 4.75%, payable 

in two semi-annual payments commencing on September 30, 2012 and are convertible 

into FCR shares for C$ 26.75 – C$ 27.75 (subject to the date of conversion) per share on 

each day from their listing for trade and payable on July 31, 2019.  

 

k. On May 7, 2012, the Company completed a private placement to institutional investors, 

of NIS 130 million par value debentures (Series J), by way of expansion of a listed series, 

along with 2.6 million non-listed call options exercisable into up to NIS 260 million par 

value debentures (Series K), for immediate consideration of NIS 175.  

 

Each of the call options was exercisable into 100 debentures (series K) by June 14, 2012 

(the "expiration date") at an exercise price of NIS 1.042 (unlinked) for each NIS 1 par 

value of debentures (Series K). By the expiration date, 600 thousand options were 

exercised into NIS 60 million par value debentures (Series K) in consideration for 

NIS 62.5 million. The rest of the options expired. 

 

l. On May, 2012, CTY issued € 150 million (NIS 743 million) par value unsecured 

debentures. The debentures carry fixed annual interest at the rate of 4.25% and mature on 

May17, 2017. 
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NOTE 3:- SIGNIFICANT EVENTS DURING THE REPORTED PERIOD (Cont.) 

 

m. On June 18, 2012, the Company entered into an agreement with GAA, together with 

FCR, to purchase all of the common shares of GAA and convertible securities to GAA 

common shares not already beneficially owned by the Company which constitute 26.9% 

of GAA's outstanding share capital for cash consideration of $ 24.6 million (NIS 94 

million) and common shares of FCR issued by FCR (the "Transaction"). FCR purchased 

100% of a wholly-owned subsidiary of GAA, ProMed Properties (CA) Inc. ("ProMed 

CA"), which owns medical office and retail properties and assumed GAA's indebtedness 

related to ProMed CA's properties. The payment for the acquisition of ProMed CA was 

settled by FCR by the issuance of 5.5 million FCR's common shares including 4 million 

shares allocated to a wholly owned subsidiary of the Company. On August 8, 2012 the 

transaction was completed. 

 

As a result of the transactions, the Company's interest in FCR increased from 49.3% to 

49.9%, in GAA to 100% and in EQY to 46.7% and the Group expects to recognize a 

decrease in equity at amount of C$ 19 million (NIS 72 million) during the third quarter of 

2012, which will be charged to capital reserve from transactions with non-controlling 

interests. 

 

n. On May 15, 2012, S&P Maalot reaffirmed an A+ rating (Israeli scale) for all of the 

Company's series of outstanding debentures and revised its outlook to stable. 

 

o. On May 30, 2012, RSC entered into a transaction to sell 12 wholly-owned senior housing 

facilities for a total consideration of U.S.$ 230 million (the Company’s share – U.S.$ 138 

million). As a result of the sale, the Company is expected to record a gain of NIS 70 

million, after transactions costs and before taxes. On August 15, 2012, the transaction was 

completed. 

 

p. On May 31, 2012, ATR published a purchase offer for € 100 million (NIS 495 million) 

par value debentures of various series, with original redemption dates falling in 2013, for 

a consideration of € 1,030 for each € 1,000 par value debentures. The purchase offer was 

valid through June 28, 2012. 

Pursuant to the purchase offer, ATR purchased € 50.6 million (NIS 250 million) par value 

of the aforesaid debentures, in consideration for € 52.1 million (NIS 257 million). 

 

q. On June 1, 2012, FCR completed a public offering in Canada of C$ 100 million (NIS 373 

million) par value unsecured debentures (series O), by way of a shelf prospectus. The 

debentures bear fixed annual interest of 4.43% and are payable in one principal payment 

in January 31, 2022.  

 

 

NOTE 4: -  EVENTS AFTER THE REPORTING PERIOD  

 

a. On July 17, 2012, FCR completed a public offering in Canada of C$ 50 million (NIS 194 

million) par value unsecured debentures (series O), by way of expansion of a listed series, 

by way of a shelf prospectus. 

 

b. On July 20, 2012, CTY repurchased € 9 million (NIS 44 million) par value of its 

subordinated convertible debentures issued on August 2, 2006. 
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NOTE 4: -  EVENTS AFTER THE REPORTED PERIOD (Cont.) 

 

During August 2012, the Company sold all of its investment in CTY convertible 

debentures, € 42 million (NIS 207 million) par value, in consideration for € 42.2 million 

(NIS 208 million) including sale of € 22 million par value to third party and € 20 million 

par value to CTY. 
 

c. On August 3, 2012, FCR completed a public issuance of 2.5 million units ("Units") for a 

price of C$ 18.75 per Unit to a syndicate of underwriters, and for total consideration of 

C$ 46.9 million (NIS 179 million). Each Unit consists of one FCR's common share and 

one common share purchase warrant ("Warrant"). Each Warrant is exercisable into one 

FCR's common share at an exercise price of C$ 19.75 per share for a period of 12 months 

following the issuance. 
 

As a result of the issuance the Company's interest in FCR decreased from 49.9% to 

49.3%. The Group expects to recognize an equity increase at an amount of C$ 4.6 million 

(NIS 18 million), which will be charged to capital reserve from transactions with non-

controlling interests. 

 

d. On July 30, 2012, FCR announced on redemption of the remaining C$ 97 million (NIS 

371 million) par value of unsecured debentures (series D) in consideration for C$ 99.2 

million (NIS 379 million) and the unpaid accrued interest. FCR has established August 

29, 2012 as the redemption date, instead of the original redemption date on April 1, 2013. 

 

e. On August 14, 2012, EQY completed a public offering of 4.1 million shares in 

consideration for U.S.$ 21.2 per share, totaling to U.S.$ 86.2 million (NIS 338 million), 

including the issuance of 3.1 million shares by way of a shelf prospectus and sale of 1 

million EQY shares on behalf of AH Investments US, LP ("AHI") with the gross 

proceeds of that sale transferred to AHI. EQY granted the underwriter a 30-day option to 

purchase up to an additional 465 thousand shares. 
 

In addition, EQY sold in a private placement to a wholly owned subsidiary of the 

Company 500 thousands shares in consideration for U.S.$ 10.6 million (NIS 42 million).  
 

As a result of the offering, the Company's interest in EQY decreased from 46.7% to 

45.7%. The Group expects to recognize an equity increase at an amount of NIS 32 million 

which will be charged to capital reserve from transactions with non-controlling interests. 

 

f. On August 20, 2012, the Company declared a dividend in the amount of NIS 0.40 per 

share (a total of approximately NIS 66 million), payable on October 11, 2012 to the 

shareholders of the Company on September 24, 2012. 

 
 
NOTE 5:- OPERATING SEGMENTS 
 

The Company reports on 5 reportable segments according to the management approach of IFRS 

8. In light of the adoption of IFRS 11, ATR, a jointly controlled entity is accounted for 

according to the equity method, while previously it was accounted for according to the 

proportionate consolidation method.  

Therefore, the information of the segment "shopping centers in central-eastern Europe" that was 

included in the past according to ATR's proportionate share, is now included in the financial 

statements after IFRS 11 adoption at its full value and offset against the consolidation 

adjustments column. 
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NOTE 5:- OPERATING SEGMENTS (Cont.) 

 

  

Shopping 
centers in 

U.S.  

Shopping 
centers in 
Canada  

Shopping 
centers in 

North 
Europe 

 Shopping 
centers in 
central-
eastern 
Europe  

Initiation 
and 

performance 
of contract 

works  
Other 

segments  
Consolidation 
adjustments  Total 

 Unaudited 

 NIS in millions 

 For the six months  
    ending June 30, 2012        

  
        

                
Segment revenues  630 1,050 572 657 932 296 (678) 3,459 

Segment results    231 630 321 373 19 172 972 2,718 

Finance expenses, net         (1,052) 

Income before taxes on 
income         1,666 

 

 

  

Shopping 
centers in 

U.S.  

Shopping 
centers in 
Canada  

Shopping 
centers in 

North 
Europe 

 Shopping 
centers in 
central-
eastern 
Europe  

Initiation 
and 

performance 
of contract 

works  
Other 

segments  
Consolidation 
adjustments  Total 

 Unaudited 

 NIS in millions 

 For the six months  
   ending June 30, 2011 *)       

  
        

                
Segment revenues  612 927 524 593 633 231 (952) 2,568 

Segment results    298 561 286 272 109 75 475 2,076 

Finance expenses, net         (1,031) 

Income before taxes on 
income         1,045 

 

 

  

Shopping 
centers in 

U.S.  

Shopping 
centers in 
Canada  

Shopping 
centers in 

North 
Europe 

 Shopping 
centers in 
central-
eastern 
Europe  

Initiation 
and 

performance 
of contract 

works  
Other 

segments  
Consolidation 
adjustments  Total 

 Unaudited 

 NIS in millions 

                
For the three months 

ending June 30, 2012       
  

        
          
Segment revenues  323 532 286 326 457 147 (347) 1,724 

  
Segment results   86 323 161 187 20 91 673 1,541 

       
Finance expenses, net         (572) 

          
Income before taxes on 

income         969 

 
*) Retroactively adjusted due to implementation of new IFRS standards, see Notes 2b and 2c. 



GAZIT-GLOBE LTD. 

 

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

26 

 

 

 

NOTE 5:- OPERATING SEGMENTS (Cont.) 

 

  

Shopping 
centers in 

U.S.  

Shopping 
centers in 
Canada  

Shopping 
centers in 

North 
Europe 

 Shopping 
centers in 
central-
eastern 
Europe  

Initiation 
 and 

performance 
of contract 

works  
Other 

segments  
Consolidation 
adjustments  Total 

 Unaudited 

 NIS in millions 

                
For the three months 

ending June 30, 2011 *)       
  

        
          
Segment revenues  304 457 268 296 279 120 (299) 1,425 

  
Segment results  101 282 153 149 21 (4) 604 1,306 

       
Finance expenses, net         (477) 

          
Income before taxes on 

income         829 

 

 

 

  

Shopping 

centers in  

U.S  

Shopping 

centers in 

Canada  

Shopping 

centers in 

North 

Europe  

Shopping 

centers in 

Central-

Eastern 

Europe   

Initiation 

 and 

performance 

of contract 

works  

Other 

segments  

Consolidation 

adjustments  Total 

  Unaudited 

  NIS in millions 

  
 For the three months 

ending December 31, 
2011 *)  

                

Segment revenues   1,045 1,893  1,081 1,198 1,356 509 (1,363) 5,719 

           

Segment results  335 1,151  584 711 137 142 1,446 4,506 

           

Finance expenses, net          (2,125) 

           

Income before taxes on 

income          2,381 

 

 

Segment assets 

  

Shopping 
centers in 

U.S.   

Shopping 
centers in 
Canada  

Shopping 
centers in 

North 
Europe 

 Shopping 
centers in 
central-
eastern 
Europe  

Initiation 
and 

performance 
of contract 

works  
Other 

segments  
Consolidation 
adjustments  Total 

 Unaudited 

 NIS in millions 

                
June 30, 2012   11,856  324,15  96412,  13,822  1,573  7,445  )348(3,  46568, 

       
June 30,  2011 *)    10,570  18,719  12,481  13,562  1,407  6,156  (5,436)  57,459 

               
December 31, 2011 *)  11,162  22,346  12,698  13,773  1,680  7,322  (4,382)  64,599 

 
 
 

*) Retroactively adjusted due to implementation of new IFRS standards, see Notes 2b and 2c. 
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NOTE 6:- THE EFFECT OF NEW IFRS STANDARDS IMPLEMENTATION ON THE 

FINANCIAL STATEMENTS 
 

In the consolidated statements of financial position as of June 30, 2011 - 
 

 

 As 
previously 
reported  

Early 
adoption of 

IFRS 11  

Amendment 
of 

 IAS 12  

As 

 currently 

presented 

  Unaudited 

  NIS in millions 

ASSETS         
        
CURRENT ASSETS:        
        

Cash and cash equivalents  1,360 (378) - 982 

Short-term deposits and loans   326 (75) - 251 

Marketable securities at fair value 
 through profit or loss  103 (18) - 85 

Available-for-sale financial assets  46 - - 46 

Financial derivatives  114 - - 114 

Trade receivables  615 (36) - 579 

Other accounts receivable  494 (132) - 362 

Inventory of buildings and 
 apartments for sale  965 (451) - 514 

Current tax receivable  29 (3) - 26 
      

  4,052 (1,093) - 2,959 
      

Assets classified as held for sale  712 (452) - 260 

      

  4,764 (1,545) - 3,219 

NON-CURRENT ASSETS:      

      

Investments in associates and 
jointly controlled entities    170 4,154 - 4,324 

Other investments, loans and 
 receivables  271 (120) - 151 

Available-for-sale financial assets  239 - - 239 

Financial derivatives   1,036 - - 1,036 

Investment property  49,078 (2,930) - 46,148 

Investment property under 
 development  2,828 (1,014) - 1,814 

Non-current inventory   23 - - 23 

   Fixed assets, net  664 (511) - 153 

Goodwill  132 - - 132 

Other intangible assets, net  97 - - 97 

Deferred taxes  130 (7) - 123 

      

  54,668 (428) - 54,240 

      

  59,432 (1,973) - 57,459 
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NOTE 6:- THE EFFECT OF NEW IFRS STANDARDS IMPLEMENTATION ON THE 

FINANCIAL STATEMENTS (Cont.) 
 
 

 

 As 
previously 
reported  

Early 
adoption of 

IFRS 11  

Amendment 
 of 

 IAS 12  

As 
 currently 
presented 

  Unaudited 

  NIS in millions 

LIABILITIES AND EQUITY       
CURRENT LIABILITIES      

      

Credit from banks and others  549 (58) - 491 

Current maturities of non-current 
liabilities  2,410 (273) - 2,137 

Financial derivatives  16 - - 16 

Trade payables  673 (48) - 625 

Other accounts payable  1,174 (123) - 1,051 

Advances from customers and buyers 
 of apartments  246 (71) - 175 

Current tax payable  28 (1) - 27 
      

  5,096 (574) - 4,522 

Liabilities attributable to assets held for 
sale  237 (50) - 187 

      

  5,333 (624) - 4,709 

NON-CURRENT LIABILITIES      

      

Debentures  15,078 (384) - 14,694 

Convertible debentures   886 - - 886 

Interest-bearing loans from financial 
 institutions and others  18,303 (597) - 17,706 

Financial derivatives   110 - - 110 

Other financial liabilities  267 (92) - 175 

Employee benefit liability, net  5 - - 5 

Deferred taxes   2,428 (144) (205) 2,079 

      

  37,077 (1,217) (205) 35,655 

EQUITY ATTRIBUTABLE TO 
EQUITY HOLDERS OF 
THE COMPANY      

      

Share capital  208 - - 208 

Share premium  3,482 - - 3,482 

Retained earnings  3,462 3 104 3,569 

Foreign currency translation reserve  (1,223) - (2) (1,225) 

Other reserves  246 - (2) 244 

Loans granted to purchase shares of the 
 Company  (4) - - (4) 

Treasury shares  (21) - - (21) 
      

  6,150 3 100 6,253 

   Non-controlling interests   10,872 (135) 105 10,842 
      

Total equity   17,022 (132) 205 17,095 

      

  59,432 (1,973) - 57,459 
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NOTE 6:- THE EFFECT OF NEW IFRS STANDARDS IMPLEMENTATION ON THE 

FINANCIAL STATEMENTS (Cont.) 
 

In the consolidated statements of financial position as of December 31, 2011 - 
 

 

 As 

previously 

reported  

Early 

adoption of 

IFRS 11  

Amendment 

of 

 IAS 12  

As 

 currently 

presented 

  Audited  Unaudited 

  NIS in millions 

ASSETS         

        

CURRENT ASSETS:        

        

Cash and cash equivalents  1,961 (422) - 1,539 

Short-term deposits and loans   807 (37) - 770 

Marketable securities at fair value 

 through profit or loss  97 - - 97 

Available-for-sale financial assets  67 - - 67 

Financial derivatives  84 - - 84 

Trade receivables  714 (58) - 656 

Other accounts receivable  331 (40) - 291 

Inventory of buildings and 

 apartments for sale  1,128 (431) - 697 

Current tax receivable  18 (4) - 14 

      

  5,207 (992) - 4,215 

      

Assets classified as held for sale  714 - - 714 

      

  5,921 (992) - 4,929 

NON-CURRENT ASSETS:      

      

Investments in associates and 

jointly controlled entities  166 4,224 - 4,390 

Other investments, loans and 

receivables  408 (100) - 308 

Available-for-sale financial assets  314 - - 314 

Financial derivatives   937 - - 937 

Investment property  54,627 (3,613) - 51,014 

Investment property under 

development  3,219 (1,021) - 2,198 

Non-current inventory   52 (29) - 23 

   Fixed assets, net  751 (594) - 157 

Goodwill  101 - - 101 

Other intangible assets, net  69 (1) - 68 

Deferred taxes  167 (7) - 160 

      

  60,811 (1,141) - 59,670 

      

  66,732 (2,133) - 64,599 
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NOTE 6:- THE EFFECT OF NEW IFRS STANDARDS IMPLEMENTATION ON THE 

FINANCIAL STATEMENTS (Cont.) 
 
 

 

 As 
previously 
reported  

Early 
adoption of 

IFRS 11  

Amendment 
of 

 IAS 12  

As 
 currently 
presented 

  Audited  Unaudited 

  NIS in millions 

LIABILITIES AND EQUITY       
      
CURRENT LIABILITIES      

       

Credit from banks and others  497  (44) - 453 

Current maturities of non-current 
 liabilities  3,629  (104) - 3,525 

Financial derivatives  25  - - 25 

Trade payables  851  (32) - 819 

Other accounts payable  1,340  (122) - 1,218 

Advances from customers and buyers 
 of apartments  380  (103) - 277 

Current tax payable  54  (1) - 53 
      

  6,776  (406) - 6,370 

Liabilities attributable to assets held for 
sale  103  - - 103 

      

  6,879  (406) - 6,473 

NON-CURRENT LIABILITIES       

Debentures  15,782  (403) - 15,379 

Convertible debentures   1,121  - - 1,121 

Interest-bearing loans from financial 
institutions and others  19,899  (926) - 18,973 

Financial derivatives   353  (14) - 339 

Other financial liabilities  382  (105) - 277 

Employee benefit liability, net  8  - - 8 

Deferred taxes   2,924  (183) (340) 2,401 

      

  40,469  (1,631) (340) 38,498 

EQUITY ATTRIBUTABLE TO 
EQUITY HOLDERS OF 
THE COMPANY       

Share capital  218  - - 218 

Share premium  3,787  - - 3,787 

Retained earnings  3,737  1 166 3,904 

Foreign currency translation reserve  (734)  - 6 (728) 

Other reserves  149  - 1 150 

Loans granted to purchase shares of the 
 Company  *)   -  - - *)    - 

Treasury shares  (21)  - - (21) 
      

  7,136 1 173 7,310 
      

   Non-controlling interests   12,248  (97) 167 12,318 
      

Total equity   19,384  (96) 340 19,628 

       

  66,732  (2,133) - 64,599 

 

*)  Represents an amount of less than NIS 1 million. 
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NOTE 6:- THE EFFECT OF NEW IFRS STANDARDS IMPLEMENTATION ON THE 

FINANCIAL STATEMENTS (Cont.) 
 

In the consolidated statements of income for the six months ended June 30, 2011 - 
 

 

 As 
previously 
reported  

Early 
adoption of 

IFRS 11  

Amendment 
of 

 IAS 12  

As 
 currently 
presented 

  Unaudited 

  NIS in millions (except for per share data) 

      

Rental income  2,538 (249) - 2,289 

Revenues from sale of buildings, land 
and contractual works performed 

 
471 (192) - 279 

      

Total revenues  3,009 (441) - 2,568 

      

Property operating expenses  859 (104) - 755 

Cost of buildings sold, land and 
contractual works performed 

 
441 (177) - 264 

      

Total cost of revenues  1,300 (281) - 1,019 

      

Gross profit  1,709 (160) - 1,549 
      
Fair value gain from investment property 

and investment property under 
development, net 

 

720 (106) - 614 

General and administrative expenses  (380) 62 - (318) 

Other income  94 (49) - 45 

Other expenses  (8) (3) - (11) 

Group's share in earnings (losses) of 
associates and jointly controlled 
entities, net 

 

(14) 211 - 197 

      

Operating income   2,121 (45) - 2,076 

      

Finance expenses  (1,093) 33 - (1,060) 

Finance income  71 (42) - 29 

Decrease in value of financial 
investments  

 
(11) 11 - - 

      

Profit before taxes on income  1,088 (43) - 1,045 

Taxes on income   279 (26) (52) 201 

      

Net income   809 (17) 52 844 

             

Attributable to:             
        

Equity holders of the Company  234 8 25 267 

Non-controlling interests  575 (25) 27 577 

      

  809 (17) 52 844 

Net earnings per share attributable to 
equity holders of the Company (NIS):  

 
    

      
Basic net earnings   1.51 0.06 0.16  1.73 

       
Diluted net earnings   1.49 0.06 0.16  1.71 
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NOTE 6:- THE EFFECT OF NEW IFRS STANDARDS IMPLEMENTATION ON THE 

FINANCIAL STATEMENTS (Cont.) 
 

In the consolidated statements of income for the three months ended June 30, 2011 - 
 

 

 As 
previously 
reported  

Early 
adoption of 

IFRS 11  

Amendment 
of 

 IAS 12  

As 
 currently 
presented 

  Unaudited 

  NIS in millions (except for per share data) 
      

Rental income  1,270 (124) - 1,146 

Revenues from sale of buildings, land 
and contractual works performed 

 
294 (15) - 279 

      

Total revenues  1,564 (139) - 1,425 
      

Property operating expenses  417 (51) - 366 

Cost of buildings sold, land and 
contractual works performed 

 
276 (12) - 264 

      

Total cost of revenues  693 (63) - 630 

      

Gross profit  871 (76) - 795 

      

Fair value gain from investment property 
and investment property under 
development, net 

 

651 (108) - 543 

General and administrative expenses  (206) 28 - (178) 

Other income  24 5 - 29 

Other expenses  (5) (6) - (11) 

Group's share in earnings (losses) of 
associates and jointly controlled 
entities, net 

 

(8) 136 - 128 

      

Operating income   1,327 (21) - 1,306 

      

Finance expenses  (502) 12 - (490) 

Finance income  18 (5) - 13 

Decrease in value of financial 
investments  

 
(6) 6 - - 

      

Profit before taxes on income  837 (8) - 829 

Taxes on income   217 (15) (45) 157 
      

Net income   620 7 45 672 
      

Attributable to:      
      

Equity holders of the Company  251 8 22 281 

Non-controlling interests  369 (1) 23 391 
      

  620 7 45 672 

Net earnings per share attributable to 
equity holders of the Company (NIS):  

 
    

      
Basic net earnings   1.62    0.06 0.14     1.82 

      
Diluted net earnings   1.60    0.06 0.14     1.80 
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NOTE 6:- THE EFFECT OF NEW IFRS STANDARDS IMPLEMENTATION ON THE 

FINANCIAL STATEMENTS (Cont.) 
 

In the consolidated statements of income for the year ended December 31, 2011 - 
 

 

 As 
previously 
reported  

Early 
adoption of 

IFRS 11  

Amendment 
of 

 IAS 12  

As 
 currently 
presented 

  Audited  Unaudited 

  NIS in millions (except for per share data) 
      

Rental income  5,239 (521) - 4,718 

Revenues from sale of buildings, land 
and contractual works performed 

 
1,257 (256) - 1,001 

      

Total revenues  6,496 (777) - 5,719 

      

Property operating expenses  1,740 (218) - 1,522 

Cost of buildings sold, land and 
contractual works performed 

 
1,199 (232) - 967 

      

Total cost of revenues  2,939 (450) - 2,489 
      

Gross profit  3,557 (327) - 3,230 
      
Fair value gain from investment property 

and investment property under 
development, net 

 

1,803 (133) - 1,670 

General and administrative expenses  (830) 97 - (733) 

Other income  160 (41) - 119 

Other expenses  (62) (52) - (114) 

Group's share in earnings of associates 
and jointly controlled entities, net 

 
40 294 - 334 

      

Operating income   4,668 (162) - 4,506 
      

Finance expenses  *) (2,304) 107 - (2,197) 

Finance income  79 (7) - 72 

Decrease in value of financial 
investments  

 
*)      (14) 14 - - 

      

Profit before taxes on income  2,429 (48) - 2,381 

Taxes on income   545 (45) (172) 328 

      

Net income   1,884 (3) 172 2,053 

      

Attributable to:      
      

Equity holders of the Company  626 6 87 719 

Non-controlling interests  1,258 (9) 85 1,334 

      

  1,884 (3) 172 2,053 

Net earnings per share attributable to 
equity holders of the Company (NIS):  

 
    

      

Basic net earnings   4.05 0.05 0.55 4.65 
       

Diluted net earnings   3.75  0.04 0.51 4.30 
 

*)  Reclassified. 
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NOTE 6:- THE EFFECT OF NEW IFRS STANDARDS IMPLEMENTATION ON THE 

FINANCIAL STATEMENTS (Cont.) 
 

In the consolidated statements of comprehensive income for the six months ended June 30, 2011 - 

 
 

 

 As 

previously 

reported  

Early 

adoption of 

IFRS 11  

Amendment 

of 

 IAS 12  

As 

 currently 

presented 

  Unaudited 

  NIS in millions 

        
Net income   809 (17) 52 844 

     
Other comprehensive income (loss) 

(net of tax effect): 
 

    
     

Exchange differences on translation 
of foreign operations 

 
48 - (1) 47 

Realization of exchange differences 
on translation of foreign operations 
of investees according to the equity 
method 

 

12 - - 12 
Net gains on cash flow hedges  40 - - 40 
Net losses on available-for-sale 

financial assets 
 

(20) - - (20) 
Gain on revaluation of fixed assets in 

jointly controlled entity 
 

9 - - 9 

      
Total other comprehensive income   89 - (1) 88 

     
Total comprehensive income   898 (17) 51 932 

     
Attributable to:      

     
Equity holders of the Company  336 8 24 368 
Non-controlling interests  562 (25) 27 564 

     
 898 (17) 51 932 
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NOTE 6:- THE EFFECT OF NEW IFRS STANDARDS IMPLEMENTATION ON THE 

FINANCIAL STATEMENTS (Cont.) 
 

In the consolidated statements of comprehensive income for the three months ended June 30, 

2011 - 
 

 

 As 
previously 
reported  

Early 
adoption of 

IFRS 11  

Amendment 
of 

 IAS 12  

As 
 currently 
presented 

  Unaudited 

  NIS in millions 

        

Net income   620 7 45 672 

     

Other comprehensive income (loss) 

(net of tax effect): 

 

   

 

     

Exchange differences on translation 

of foreign operations 

 

(177) (4) (2) (183) 

Realization of exchange differences 

on translation of foreign operations 

of investees according to the equity 

method 

 

12 - - 12 

Net losses on cash flow hedges  (31) - - (31) 

Net losses on available-for-sale 

financial assets 

 

(6) - - (6) 

Gain on revaluation of fixed assets in 

jointly controlled entity 

 

10 - - 10 

      

Total other comprehensive loss  (192) (4) (2) (198) 

     

Total comprehensive income   428 3 43 474 

     

Attributable to:      
     

Equity holders of the Company  157 8 21 186 

Non-controlling interests  271 (5) 22 288 

     
 428 3 43 474 
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NOTE 6:- THE EFFECT OF NEW IFRS STANDARDS IMPLEMENTATION ON THE 

FINANCIAL STATEMENTS (Cont.) 
 

In the consolidated statements of comprehensive income for the year ended December 31, 2011- 

 
 

 

 As 
previously 
reported  

Early 
adoption of 

IFRS 11  

Amendment 
of 

 IAS 12  

As 
 currently 
presented 

  Audited  Unaudited 

  NIS in millions 

        

Net income   1,884 (3) 172 2,053 

     

Other comprehensive income (loss) 

(net of tax effect): 

 

   

 

     

Exchange differences on translation 

of foreign operations 

 

1,135 (6) 10 1,139 

Realization of exchange differences 

on translation of foreign operations 

of investees according to the equity 

method 

 

12 - - 12 

Net losses on cash flow hedges  (139) - - (139) 

Net losses on available-for-sale 

financial assets 

 

(39) - - (39) 

Gain on revaluation of fixed assets in 

jointly controlled entity 

 

28 - - 28 

      

Total other comprehensive income   997 (6) 10 1,001 

     

Total comprehensive income (loss)  2,881 (9) 182 3,054 

     

Attributable to:      
     

Equity holders of the Company  1,131 6 94 1,231 

Non-controlling interests  1,750 (15) 88 1,823 

     
 2,881 (9) 182 3,054 

 

 

NOTE 7:- ATTACHMENT OF FINANCIAL STATEMENTS OF JOINTLY CONTROLLED ENTITY 

 

The Company is attaching the financial statements of ATR, a jointly controlled entity, that is 

being reported according to the equity method. 

 

ATR has not yet adopted IFRS 11 in its financial statements, that are prepared according to 

IFRS as endorsed by the European Union ("EU"). The effect of the adjustment of ATR's 

financial statements from IFRS as endorsed by EU to IFRS as published by the IASB, including 

IFRS 11, is not material.  

 

 - -  -  -  -  - -  - -  -  -  -  
F:\W2000\w2000\3007\M\12\EC6-GLOBE-IFRS.docx 
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Kost Forer Gabbay & Kasierer 

3 Aminadav St. 
Tel-Aviv 67067, Israel  
 
Tel:  972 (3)6232525 
Fax: 972 (3)5622555 
www.ey.com 

 

 

 

 

 

To: 

The Shareholders of Gazit Globe Ltd. 

 

1 HaShalom Rd. Tel Aviv.  

 

Re: Special review report of the separate interim financial information in accordance with Regulation 

38d of the Securities Regulations (Periodic and Immediate Reports), 1970  

 

 

Introduction 

 

We have reviewed the separate interim financial information presented pursuant to Regulation 38d of the 

Securities Regulations (Periodic and Immediate Reports), 1970 of Gazit-Globe Ltd. ("the Company") as of 

June 30, 2012 and for the six months then ended.  The Company's Board of Directors and management are 

responsible for the separate interim financial information.  We are responsible for expressing our conclusion 

with regard to the separate interim financial information for this interim period, based on our review.  

 
 
We did not review the separate interim financial information of the financial statements of investees, whose 

assets net of liabilities attributable thereto, net amounted to NIS 9,009 million as of June 30, 2012, and from 

which earnings amounted to NIS 551 million and NIS 287 for the periods of six and three months then 

ended, respectively. The financial statements of those companies were reviewed by other auditors, whose 

reports have been furnished to us, and our conclusion, insofar as it relates to the financial statements with 

respect to those companies, is based on the review reports of the other auditors.  

 
 
Scope of review 
 

We conducted our review in accordance with Review Standard 1 of the Institute of Certified Public 

Accountants in Israel, "Review of Interim Financial Information Performed by the Independent Auditor of 

the Entity."  A review of interim financial information consists of making inquiries, primarily of persons 

responsible for financial and accounting matters, and applying analytical and other review procedures.  A 

review is substantially less in scope than an audit conducted in accordance with generally accepted auditing 

standards in Israel and consequently does not enable us to obtain assurance that we would become aware of 

all significant matters that might be identified in an audit.  Accordingly, we do not express an audit opinion.  

 

 

Conclusion 

 

Based on our review and the review reports of other auditors, nothing has come to our attention that causes 

us to believe that the accompanying separate interim financial information is not prepared, in all material 

respects, pursuant to the provisions of Regulation 38d of the Securities Regulations (Periodic and Immediate 

Reports), 1970.  

 

Tel-Aviv, Israel KOST FORER GABBAY & KASIERER 
 August 20,  2012 A Member of Ernst & Young Global 
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GAZIT-GLOBE LTD. 

 

Financial data and financial information from the consolidated interim financial statements  

attributable to the Company 

 

 

 

Below are separate financial data and financial information from the Group's consolidated interim financial 

statements as of June 30, 2012, published as part of the interim reports ("consolidated financial statements") 

attributable to the Company, presented in accordance with Regulation 38d of the Securities Regulations 

(Periodic and Immediate Reports), 1970.  

 

Significant accounting policies applied for presentation of these financial data were set forth in Note 2 to the 

annual consolidated financial statements. 

 

Subsidiaries - as defined in Note 1 to the annual consolidated financial statements. 
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DETAILS OF FINANCIAL INFORMATION OUT OF CONSOLIDATED STATEMENTS OF 

FINANCIAL POSITION ATTRIBUTED TO THE COMPANY    

 

 

  June 30,  December 31, 

  2012  2011  2011 

  Unaudited  Audited 

  NIS in millions 

ASSETS       

     

Current assets     

Cash and cash equivalents  475 45 692 

Short-term loans and current maturities of long-term loans to 

subsidiaries  136 172 158 

Financial derivatives  78 113 82 

Other accounts receivable  11 19 4 

     

Total current assets  700 349 936 

     

Non-current assets     

     

Long-term loans and deposits  *)   - 5  *)         - 

Financial derivatives  865 982  908 

Loans to subsidiaries  7,755 6,771  7,226 

Debentures of subsidiary  228 224  226 

Investments in subsidiaries  10,601 **)  8,676  **) 9,788 

Fixed assets, net  6 5  6 

Deferred expenses  *)     - *)          -  *)         - 

      

Total non-current assets  19,455 16,663  18,154 

      

Total assets  20,155 17,012  19,090 

 

 

*) Represents an amount lower than NIS 1 million. 

 

**) Retroactively adjusted due to implementation of new IFRS standards, see Section c. 

 

 

 

The accompanying additional information constitutes an integral part of the separate financial data and 

financial information.  
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DETAILS OF FINANCIAL INFORMATION OUT OF CONSOLIDATED STATEMENTS OF 

FINANCIAL POSITION ATTRIBUTED TO THE COMPANY    

 

 

  June 30,  December 31, 

  2012  2011  2011 

  Unaudited  Audited 

  NIS in millions 

       

LIABILITIES AND EQUITY       

       

Current liabilities     

Current maturities of debentures   934 488 776 

Financial derivatives  2 14 - 

Trade payables  2 2 2 

Other accounts payable  215 94 319 

Current tax payable  1 1 3 

Dividend payable  66 60 - 

     

Total current liabilities  1,220 659 1,100 

     

Non-current liabilities     

Loans from banks  2,502 2,083 2,442 

Debentures  8,406 7,897 8,103 

Deferred taxes  121 120 135 

     

Total non-current liabilities  11,029 10,100 10,680 

     

Equity attributable to equity holders of the Company     

Share capital  218 208 218 

Share premium  3,791 3,482 3,787 

Reserves  (421) *)   (1,006) *)   (599) 

Retained earnings  4,318 *)    3,569 *) 3,904 

     

Total equity  7,906 *)    6,253 *) 7,310 

     

Total liabilities and equity  20,155 17,012 19,090 

 

*) Retroactively adjusted due to implementation of new IFRS standards, see Section c. 

 

The accompanying additional information constitutes an integral part of the separate financial data and 

financial information.  

 

August 20, 2012      

Date of approval of the  Chaim Katzman Aharon Soffer  Gadi Cunia 

financial statements 

 

Chairman of the Board President 

 

Executive Vice President 

and CFO 
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DETAILS OF FINANCIAL INFORMATION OUT OF CONSOLIDATED STATEMENTS OF 

INCOME ATTRIBUTED TO THE COMPANY    

 

 

 

  Six months ended 

June 30, 

 Three months ended 

June 30,  

 Year ended 

December 31, 

  2012  2011  2012  2011  2011 

  Unaudited  Audited 

  NIS in millions  

           

Management fees from affiliates  1  6  1  **)     - 8 

Finance income from investees  168  149  80  73 330 

Other finance income  22  44  21  23 61 

          

Total income  191  199  102  96 399 

          

General and administrative expenses  30  30  16  13 66 

Finance expenses  382  418  223  135 793 

Other expenses  - -  -  - 6 

         

Total expenses  412  448  239  148 865 

          

Loss before income from investees, net  (221)  (249)  (137)  (52) (466) 

         

Income from investees, net  756  *)  509  423  *)  346 *)    1,195 

         

Income before taxes on income  535  260  286  294 729 

Taxes on income (tax benefit)  (11)  (7)  (2)  13 10 

          

Net income attributable to the 

Company  546  *)  267  288  *)   281 *)   719 

 

 

*) Retroactively adjusted due to implementation of new IFRS standards, see Section c. 

**) Represent an amount of less than NIS 1 million. 

 

The accompanying additional information constitutes an integral part of the separate financial data and 

financial information.  
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DETAILS OF FINANCIAL INFORMATION OUT OF CONSOLIDATED STATEMENTS OF 

COMPREHENSIVE INCOME ATTRIBUTED TO THE COMPANY    

 

 

  Six months ended 

June 30, 

 Three months ended 

June 30,  

 Year ended 

December 31, 

  2012  2011  2012  2011  2011 

  Unaudited  Audited 

  NIS in millions  

           

Net income attributable to the Company  546  *)  267 288 *)  281  *)    719 

         

Other comprehensive income (loss) 

attributable to the Company (net of tax 

effect):         

         

Exchange differences on foreign currency 

translation  33  (70) 102 (29)  159 

Gain on cash flow hedge  -  6 - 3  9 

         

Other comprehensive income (loss) 

attributable to the Company  33  (64) 102 (26)  168 

         

Other comprehensive income (loss) 

attributable to investees (net of tax 

effect)  173  *)  165 185 *)   (69)  *)   344 

         

Total other comprehensive income (loss) 

attributable to the Company  206  101 287 (95)  512 

         

Total comprehensive income attributable 

to the Company  752  *)  368 575 *)  186  *)   1,231 

 

 

*) Retroactively adjusted due to implementation of new IFRS standards, see Section c. 

 

 

The accompanying additional information constitutes an integral part of the separate financial data and 

financial information.  
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DETAILS OF FINANCIAL INFORMATION OUT OF CONSOLIDATED STATEMENTS OF CASH 

FLOWS ATTRIBUTED TO THE COMPANY    

 

  Six months ended 
June 30, 

 Three months ended 
June 30,  

 Year ended 
December 31, 

  2012  2011  2012  2011  2011 

  Unaudited  Audited 

  NIS in millions  

Cash flows from operating activities of 
the Company         

        

Net income attributable to the Company  546 *)   267  288 *)   281 *)   719 
        
Adjustments required to present cash 

flows provided by (used in) operating 
activities of the Company:        

        

Adjustments to profit and loss items of 
the Company:        

        

Depreciation   1 1  1 1 1 

Finance expenses, net  192 225  122 39 402 

Income from subsidiaries, net  (756) *)  (509)  (423) *)  (346) *) (1,195) 

Cost of share-based payment  2 4  1 2 7 

Taxes on income (tax benefit)  (11) (7)  (2) 13 10 
        

  (572) (286)  (301) (291) (775) 

Changes in asset and liability items of 
the Company:        

        

Decrease (increase) in other accounts 
receivable  (1) 9  (13) 25 28 

Decrease in trade payables and other 
accounts payable  (25) (13)  (25) (6) (55) 

        

  (26) (4)  (38) 19 (27) 

Cash paid and received during the period 
by the Company for:        

        
Interest paid  (340) (247)  (161) (130) (261) 

Interest received  1 1  - 1 2 

Interest received from subsidiaries  52 144  11 100 280 

Taxes paid  (1) (3)  - (2) (4) 

Dividend received from subsidiary  99 80  99 80 80 

        

  (189) (25)  (51) 49 97 

        
Net cash provided by (used in) operating 

activities of the Company  (241) (48)  (102) 58 14 

 

*) Retroactively adjusted due to implementation of new IFRS standards, see Section c. 

 

The accompanying additional information constitutes an integral part of the separate financial data and 

financial information.  
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DETAILS OF FINANCIAL INFORMATION OUT OF CONSOLIDATED STATEMENTS OF CASH 

FLOWS ATTRIBUTED TO THE COMPANY 

 
  Six months ended 

June 30, 
 Three months ended 

June 30,  
 Year ended 

December 31,  

  2012  2011  2012  2011  2011 

  Unaudited  Audited 

  NIS in millions  

Cash flows from investing activities of the 
Company      

      
Acquisition of fixed assets  (1) (1) (1) *)  - (2) 
Investments in subsidiaries  - (52) - (52) (303) 
Loans granted to subsidiaries, net  (358) (77) (186) (390) (227) 
Repayment of a loan granted  - 4 - - 5 
Repayment of deposit  - - - - 4 

       
Net cash used in investing activities of the 

Company   (359) (126) (187) (442) (523) 

       
Cash flows from financing activities of the 

Company       
       
Issuance of shares (less issuance expenses)  - - - - 313 
Exercise of stock options into shares  *)  - 2 *)  - *)  - 2 
Repayment of loans for purchase of Company 

shares  *)  - *)  - *)  - *)  - 4 
Dividend paid to equity holders of the 

Company   (66) (117) (66) (60) (241) 
Issuance of debentures, less issuance expenses  685 - 251 - 446 
Repayment and early redemption of 

debentures  (300) (212) (3) (200) (233) 
Drawdown of long-term credit facilities from 

banks, net  68 531 327 598 897 

       
Net cash provided by financing activities of 

the Company   387 204 509 338 1,188 

       
Exchange differences on balances of cash and 

cash equivalents  (4) (20) (1) (8) (22) 
       

Increase (decrease) in cash and cash 
equivalents   (217) 10 219 (54) 657 

       
Cash and cash equivalents at the beginning of 

period   692 35 256 99 35 

       
Cash and cash equivalents at the end of period  475 45 475 45 692 

       
Material non-cash transactions of the 

Company:       
Dividend payable  66 60 66 60 - 

       
Exchange of loans granted to subsidiaries for 

share issuance  - - - - 347 
       

Redemption of preferred shares of a 
subsidiary against loan repayment  - - - - 50 

 
*) Represents an amount of less than NIS 1 million. 
 
The accompanying additional information constitutes an integral part of the separate financial data and 

financial information. 
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a. General 

 

 This separate financial information is prepared in a condensed format in accordance with the 

provisions of Regulation 38d of the Israeli Securities Regulations (Periodic and Immediate Reports), 

1970.  This separate financial information should be read in conjunction with the financial information 

in the annual financial statements as of December 31, 2011 and for the year then ended, with the 

accompanying notes thereto, as well as in conjunction with the interim consolidated financial 

statements as of June 30, 2012 (the "interim consolidated financial statements").  

 

b. As of June 30, 2012, the Company has a working capital deficiency of NIS 520 million. The Company 

and its wholly owned subsidiaries have approved unutilized credit facilities amounting to NIS 1.4 

billion that can be used over the coming year. In addition, after the reporting date the Company sold its 

entire investment in CTY's convertible debentures, see Section f. The Company's management 

believes that these sources will allow the Company to repay its current liabilities when due.  

 

c. Changes in accounting policies due to implementation of new IFRS standards: 

 

IAS 12 - Income Taxes 

 

 The amendment to IAS 12 (the "Amendment") relates to the recognition of deferred taxes for 

investment property measured at fair value, as well as assets subject to the revaluation model in IAS 

16. According to the amendment, the deferred taxes in respect of temporary difference for such assets 

should be measured based on the presumption that the temporary difference will be utilized in full 

through sale (rather than through continuing use). This presumption is rebuttable if the investment 

property is depreciable for tax purposes and is held within the company's business model with the 

purpose of recovering substantially all of the underlying economic benefits by way of use and not sale. 

In those cases, the other general provisions of IAS 12 would apply in respect of the manner of 

utilization that is most expected.  

 

The amendment supersedes the provisions of SIC 21 that require distinguishing between the land 

component and the building component of investment property measured at fair value in order to 

calculate the deferred tax according to their manner of expected utilization. 

 

The amendment is adopted retrospectively starting from the financial statements for annual periods 

commencing on January 1, 2012.  

 

IFRS 11 - Joint Arrangements 

 

IFRS 11 supersedes IAS 31 regarding the accounting treatment of interests in joint ventures and SIC 

13 regarding the interpretation of the accounting treatment of non-monetary contributions by ventures. 

 

IFRS 11 defines joint arrangements as contractual arrangements over which two or more parties have 

joint control. 
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c. Changes in accounting policies due to implementation of new IFRS standards (Cont.): 

 

IFRS 11 distinguishes between two types of joint arrangements: 

 

- Joint ventures in which the parties that have joint control of the arrangement have rights to the 

net assets of the arrangement. IFRS 11 requires joint ventures to be accounted for solely by 

using the equity method as opposed to IAS 31 that enabled the Company to choose its 

accounting policy whether to apply the proportionate consolidation method or the equity method 

regarding jointly controlled entities.  

 

- Joint operations in which the parties that have joint control of the arrangement have rights to the 

assets, and obligations for the liabilities, relating to the arrangement.  

 IFRS 11 requires the joint operator to recognize a joint operation's assets, liabilities, revenues 

and expenses in proportion to its relative share of the joint operation as determined in the joint 

arrangement, similar to the current accounting treatment for proportionate consolidation. 

 

The main effect of implementing IFRS 11 is with regard to ATR, RSC and Ronson, which, under IAS 

31, were accounted for according to the proportionate consolidation method, while, under IFRS 11, 

they constitute joint ventures and are thus accounted for according to the equity method.  

 

IAS 28R - Investments in Associates and Joint Ventures 

 

IAS 28R supersedes IAS 28. The principal changes in IAS 28R compared to IAS 28 relate to the 

application of the equity method of accounting for investments in joint ventures, as a result of the 

issuance of IFRS 11, and the guidance for transition from proportionate consolidation to the equity 

method of accounting for these investments. IAS 28R also prescribes that in the event of disposal of an 

investment in an associate or joint venture, including a portion thereof, the portion that meets the 

criteria to be classified as held for sale is accounted for in accordance with IFRS 5. Any remaining 

portion is accounted for using the equity method until the time of actual disposal. In addition, an 

investment in an associate that becomes an investment in a joint venture, or vice versa, will continue 

to be accounted for at equity and the remaining investment will not be remeasured. 

 

Below is the effect of the implementation of new IFRS standards on the separate financial statements: 

 

In the statements of financial position - 

  June 30, 2011 

  

As 
previously 
reported  

Early 
adoption of 

IFRS 11  
Amendment 

of IAS 12  

As 
currently 
presented  

  NIS in million 

         
Investments in subsidiaries  8,573  3  100  8,676 

       
Retained earning  3,462  3  104  3,569 

       
Reserves  (1,002)  -  (4)  (1,006) 

       
Total equity attributable to equity 

holders of the Company  6,150  3  100  6,253 
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c. Changes in accounting policies due to implementation of new IFRS standards (Cont.): 

 

  December 31, 2011 

  

As 

previously 

reported  

Early 

adoption of 

IFRS 11  

Amendment 

of IAS 12  

As 

currently 

presented  

  NIS in million 

         

Investments in subsidiaries  9,614  1  173  9,788 

         

Retained earnings  3,737  1  166  3,904 

        

Reserves  (606)  -  7  (599) 

        

Total equity attributable to equity 

holders of the Company  7,136  1  173  7,310 

 

 

In the statements of income and comprehensive income - 

 

  Six months ended June 30, 2011 

  

As 

previously 

reported  

Early 

adoption of 

IFRS 11  

Amendment 

of IAS 12  

As 

currently 

presented  

  NIS in million 

         

Income from subsidiaries, net  476  8  25  509 

         

Net income attributable to equity 

holders of the Company  234  8  25  267 

         

Other comprehensive income 

attributable to subsidiaries  166  -  (1)  165 

Total comprehensive income 

attributable to equity holders of the 

Company  336  8  24  368 
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c. Changes in accounting policies due to implementation of new IFRS standards (Cont.): 

 

  Three months ended June 30, 2011 

  

As 

previously 

reported  

Early 

adoption of 

IFRS 11  

Amendment 

of IAS 12  

As 

currently 

presented  

  Unaudited 

  NIS in million 

         

Income from subsidiaries, net  316  8  22  346 

         

Net income attributable to equity 

holders of the Company  251  8  22  281 

         

Other comprehensive loss attributable 

to subsidiaries  (68)  -  (1)  (69) 

Total comprehensive loss attributable 

to equity holders of the Company  157  8  21  186 

 

 

  Year ended December 31, 2011 

  

As 

previously 

reported  

Early 

adoption of 

IFRS 11  

Amendment 

of IAS 12  

As 

currently 

presented  

  NIS in million 

         

Income from subsidiaries, net  1,102  6  87  1,195 

        

Net income attributable to equity 

holders of the Company  626  6  87  719 

        

Other comprehensive income 

attributable to subsidiaries  337  -  7  344 

Total comprehensive income 

attributable to equity holders of the 

Company  1,131  6  94  1,231 
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d. Events during the reporting period 

 

1. On January 22, 2012 the Company completed a private placement to institutional investors, of 

NIS 185 million par value debentures (Series D), by way of expansion of a listed series, along 

with 1.85 million non-listed call options exercisable into up to NIS 222 million par value 

debentures (Series K), for immediate consideration of NIS 226 million. 

 

Each of the call options was exercisable by February 29, 2012 (the "expiration date") at an 

exercise price of NIS 121.8 (linked to increase in the Israeli CPI) for each NIS 120 par value of 

debentures (Series K). By the expiration date 1.84 million options were exercised to NIS 221 

million par value debentures (Series K) in consideration for NIS 224 million.  

 

2. In the first quarter of 2012 CTY declared a dividend amounting to EUR 41.7 million. The 

Company's share of this dividend, paid in April 2012, amounted to NIS 99.2 million. 

 

3. On May 7, 2012 the Company completed a private placement to institutional investors, of NIS 

130 million par value debentures (Series J), by way of expansion of a listed series, along with 

2.6 million non-listed call options exercisable into up to NIS 260 million par value debentures 

(Series K), for immediate consideration of NIS 175 million.  

 

Each of the call options was exercisable into 100 debentures (series K) by June 14, 2012 (the 

"expiration date") at an exercise price of NIS 1.042 (unlinked) for each NIS 1 par value of 

debentures (Series K). By the expiration date, 600 thousand options were exercised into NIS 60 

million par value debentures (Series K) in consideration for NIS 62.5 million. The rest of the 

options expired. 

 

4. For details regarding the closing of the agreement between the Company and GAA, together 

with FCR, to purchase all of the common shares of GAA not already beneficially owned by the 

Company and the sale of the investment property of GAA to FCR, see Note 3m for the interim 

consolidated financial statements. 

 

5. On May 15, 2012 S&P Maalot reaffirmed an A+ rating (Israeli scale) for all of the Company's 

series of outstanding debentures and revised its outlook to stable. 

 

f. Events after the reporting period 

 

During August 2012 the Company sold its entire investment in CTY's convertible debentures, € 42 

million (NIS 207 million) par value, in consideration for approximately € 42.2 million (NIS 208 

million) including sale of € 22 million par value convertible debentures to a third party and € 20 

million par value convertible debentures to CTY. 

 

g. Dividend 

 

 On August 20, 2012, the Company declared a dividend in the amount of NIS 0.40 per share (a total of 

approximately NIS 66 million), payable on October 11, 2012 to the shareholders of the Company on 

September 24, 2012. 

 
- -  - -  - -  - -  - - -  - -  - -  - -  - -  
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Quarterly Report regarding Effectiveness of the Internal Control over the Financial Reporting and the 

Disclosure in Accordance with Regulation 38C(a)  

Management, under the supervision of the Board of Directors of Gazit-Globe Ltd. (the “Corporation”), is 

responsible for determining and maintaining proper internal control over the Corporation's financial reporting and 

disclosure.  

For the purposes of this matter, the members of management are:  

1. Aharon Soffer, President;  

2. Gadi Cunia, Senior Executive Vice-President and Chief Financial Officer;  

3. Eran Ballan, Senior Executive Vice-President, General Counsel and Company Secretary;  

4. Varda Zuntz, Head of Corporate Responsibility;  

5. Rami Vaisenberger, Vice President and Controller.  

Internal control over financial reporting and disclosure includes the Corporation's existing controls and 

procedures, which were designed by the President and the most senior officer in the finance area or under their 

supervision, or by a party actually executing the said functions, under the supervision of the Corporation's Board 

of Directors, which aims to provide reasonable assurance regarding the reliability of financial reporting and 

preparation of the financial statements in accordance with the provisions of the law, and to ensure that information 

the Corporation is required to disclose in the statements it publishes under the provisions of the law is gathered, 

processed, summarized and reported on the date and in the format prescribed by the law.  

Internal control includes, among other things, controls and procedures that were designed to ensure that 

information the Corporation is required to disclose, as stated, was accumulated and transferred to the 

Corporation’s management, including to the President and to the most senior officer in the finance area or to a 

party actually executing the said functions, in order to enable decisions to be made at the appropriate time, with 

respect to disclosure requirements.  

Due to its inherent limitations, internal control over the financial reporting and disclosure does not aim to provide 

complete assurance that a misrepresentation or omission of information in the statements will be avoided or 

discovered.  

In the Quarterly Report regarding Effectiveness of the Internal Control over the Financial Reporting and the 

Disclosure, which was attached to the Quarterly Report for the period ended March 31, 2012 (the “Last 

Quarterly Report regarding Internal Control”), the internal control was found to be effective.  

Through the date of the report, no event or matter had been brought to the attention of the Board of Directors and 

the management that would be enough to change the evaluation of the effectiveness of the internal control, as 

found in the Last Quarterly Report regarding Internal Control.  

As of the date of the report, based on that stated in the Last Quarterly Report regarding Internal Control and based 

on information brought to the attention of the management and the Board of Directors, as referred to above, the 

internal control is effective.  
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Officers’ Declarations  

A) Declaration of the President in accordance with Regulation 38C(d)(1):  

 

Officers’ Declaration  

Declaration of the President  

I, Aharon Soffer, declare that:  

(1) I have examined the quarterly report of Gazit-Globe Ltd. (the “Corporation”) for the second quarter of 

2012 (the “Statements”);  

(2) As far as I am aware, the Statements do not include any misrepresentation of a material fact and no 

representation of a material fact that is required has been omitted, so that the representations included 

therein, in light of the circumstances in which such representations were included, will not be misleading 

with reference to the period covered by the Statements;  

(3) As far as I am aware, the financial statements and other financial information included in the Statements 

properly reflect, in all material respects, the Corporation's financial position, results of operations and cash 

flows as of the dates and for the periods to which the Statements relate;  

(4) I have disclosed to the Corporation's auditors, the Board of Directors and the Audit and Balance Sheet 

Committee of the Board of Directors, based on my most up-to-date evaluation with respect to internal 

control over the Corporation's financial reporting and disclosure:  

(A) All significant deficiencies and material weaknesses in the determination or operation of internal 

control over financial reporting and disclosure, which could reasonably have an adverse impact on 

the Corporation's ability to gather, process, summarize or report financial information in such a 

manner that could cause doubt with respect to the reliability of the financial reporting and preparation 

of the financial statements in accordance with the provisions of the law; and - 

(B) Any fraud, whether or not significant, wherein the President is involved or a party under his direct 

supervision or other employees are involved that have a significant function in internal control over 

financial reporting and disclosure;  

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

(A) Have determined controls and procedures, or have verified the determination and existence under my 

supervision of controls and procedures, which are designed to ensure that significant information 

relating to the Corporation, including subsidiaries as defined in the Securities Regulations (Annual 

Financial Statements), 2010, is brought to my attention by others in the Corporation and the 

subsidiaries, particularly during the period of preparation of the Statements; and  

(B) Have determined controls and procedures, or have verified the determination and existence under my 

supervision of controls and procedures, which are designed to provide reasonable assurance 

regarding the reliability of financial reporting and preparation of the financial statements in 

accordance with the provisions of the law, including in accordance with generally accepted 

accounting principles.  

(C) No event or matter has been brought to my attention that occurred during the period between the date 

of the last quarterly report and the date of this report, which would be enough to change the 

conclusion of the Board of Directors and the management with regard to the effectiveness of the 

internal control over the financial reporting and the disclosure of the Corporation.  

Nothing stated above detracts from my responsibility or the responsibility of any other person under any law. 

August 20, 2012  ________________________________ 

  Aharon Soffer, President 
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B) Declaration of the most senior officer in the finance area in accordance with Regulation 38C(d)(2): 

Officers’ Declaration  

Declaration of the most senior officer in the finance area  

I, Gadi Cunia, declare that:  

(1) I have examined the interim financial statements and the other financial information included in the 

statements for the interim period of Gazit-Globe Ltd. (the "Corporation") for the second quarter of 2012 

(the "Statements" or the "Statements for the Interim Period");  

(2) As far as I am aware, the interim financial statements and the other financial information included in the 

Statements for the Interim Period do not include any misrepresentation of a material fact and no 

representation of a material fact that is required has been omitted, so that the representations included 

therein, in light of the circumstances in which such representations were included, will not be misleading 

with reference to the period covered by the Statements;  

(3) As far as I am aware, the interim financial statements and the other financial information included in the 

Statements for the Interim Period properly reflect, in all material respects, the Corporation's financial 

position, results of operations and cash flows as of the dates and for the periods to which the Statements 

relate;  

(4) I have disclosed to the Corporation's auditors, the Board of Directors and the Audit and Balance Sheet 

Committee of the Board of Directors, based on my most up-to-date evaluation with respect to internal 

control over the Corporation's financial reporting and disclosure:  

(A) All significant deficiencies and material weaknesses in the determination or operation of internal 

control over financial reporting and disclosure to the extent it relates to the interim financial 

statements and the other financial information included in the Statements for the Interim Period, 

which could reasonably have an adverse impact on the Corporation's ability to gather, process, 

summarize or report financial information in such a manner that could cause doubt with respect to the 

reliability of financial reporting and preparation of the financial statements in accordance with the 

provisions of the law; and  

(B) Any fraud, whether or not significant, wherein the President is involved or a party under his direct 

supervision or other employees are involved that have a significant function in internal control over 

financial reporting and disclosure;  

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

(A) Have determined controls and procedures, or have verified the determination and existence under our 

supervision of controls and procedures, which are designed to ensure that significant information 

relating to the Corporation, including subsidiaries as defined in the Securities Regulations 

(Preparation of Annual Financial Statements), 2010, is brought to my attention by others in the 

Corporation and the subsidiaries, particularly during the period of preparation of the Statements; and 

 - 

(B) Have determined controls and procedures, or have verified the determination and existence under my 

supervision of controls and procedures, which are designed to provide reasonable assurance 

regarding the reliability of financial reporting and preparation of the financial statements in 

accordance with the provisions of the law, including in accordance with generally accepted 

accounting principles;  

(C) No event or matter has been brought to my attention that occurred during the period between the date 

of the last quarterly report and the date of this report, which relates to the interim financial statements 

and any other financial information included in the Statements for the Interim Period, which would 

be enough, in my opinion, to change the conclusion of the Board of Directors and the management 

with regard to the effectiveness of the internal control over the financial reporting and the disclosure 

of the Corporation.  

Nothing stated above detracts from my responsibility or the responsibility of any other person under any law.  

August 20, 2012  ________________________________ 

  Gadi Cunia, Senior Executive VP and  

Chief Financial Officer 
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The information contained in this folder is not, and should not be viewed as, a complete description of Gazit-Globe Ltd. (the “Company”) or its 
business, and is not intended to form the basis of any investment decision with respect to the Company’s securities or any other securities. The 
information contained in this folder does not constitute a prospectus or any other offering document, nor does it constitute or form part of any 
invitation or offer to purchase, sell or subscribe for, or any solicitation of any such offer to purchase, sell or subscribe for, any securities of the 
Company or any other securities nor shall such information be relied on in connection with any action relating to the securities of the Company or 
any other securities. No reliance may be placed, for any purposes whatsoever, on the information contained in this folder or on its completeness and 
it should not be considered a recommendation by the Company or anyany one acting on its behalf (such as any of its directors, partners, officers, 
employees, advisers or any other persons) in relation to any transaction relating to its securities or any other securities. No representation or warranty 
is given by or on behalf of the Company or anyone acting on its behalf (such as any of its directors, partners, officers, employees, advisers or any 
other persons) as to the accuracy, fairness or sufficiency of the information contained in this folder. No liability is accepted for any errors, omissions 
or inaccuracies in such information.

Certain statements in the information contained in this folder are forward-looking statements. By their nature, forward-looking statements involve 
risks, uncertainties and assumptions which could cause actual results or events to differ materially from those expressed or implied by the forward 
looking statements. These include, among other factors, changing business or other market conditions and anticipated or assumed future prospects. 
Forward-looking statements contained in this folder regarding past trends or activities should not be taken as a representation that such trends or 
activities will continue in the future. The Company does not undertake any obligation to update or revise any information set forth herein (including 
any forward-looking statements) whether as a result of new information, future events or otherwise.
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