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EXPLANATORY NOTICE

This Amendment No. 1 (this “Amendment”) amends d@heual report on Form 2B-for the year ended December 31, 2010 origil
filed with the Securities and Exchange CommissionJone 30, 2011 (the “Annual Repor#ifd is being filed solely to correct (i) a cler
error in the text of the Report of Independent Reged Public Accounting Firm appearing on pag@sard F3 of the Annual Report and |
a clerical error in the text of Note 1.a (Infornmation the activities of Alon Holdings Blue Squarésrael Ltd. and its subsidiaries) of

financial statements appearing on pag&3Fef the Annual Report. The audit report and faiahstatements are hereby replaced in
entirety.

No other changes have been made to the Annual Repbis Amendment speaks as of the date of thaiirfiling of the Annua
Report. Other than as described above, this Amentidees not, and does not purport to, amend, upitatestate any other information
disclosure included in the Annual Report or refl@ey events that have occurred after the dateeoinitial filing of the Annual Report.
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Report of Independent Registered Public Accountingrirm

To the shareholders of
ALON HOLDINGS BLUE SQUARE - ISRAEL LTD.
(Formerly Blue Square — Israel Ltd.)

We have completed integrated audits of Alon HoldiBjue Square — Israel Ltd. (Formerly Blue Squatsrael Ltd.) and its subsidiaries ¢
proportionately consolidated companies (collecyivethe "Company" or "Blue square") consolidated firiahstatements and of its inter
control over financial reporting as of December 3010, in accordance with the standards of thei@@dmpany Accounting Oversic
Board (United States). Our opinions, based onmtegrated audits, are presented below.

Consolidated financial statements

We have audited the accompanying consolidatednséates of financial position of the Company as ot®&aber 31, 2010, 2009 and 2008
the related consolidated statements of income, ocelngmsive income, changes in equity and cash ffowsach of the years ended on tt
dates. These consolidated financial statementthareesponsibility of the ComparsyBoard of Directors and management. Our respditg
is to express an opinion on these financial statésngased on our integrated audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversightulo(United States). Thc
standards require that we plan and perform thet émdibtain reasonable assurance about whetheottolidated financial statements are
of material misstatement. An audit includes exangnion a test basis, evidence supporting the araamd disclosures in the consolid:
financial statements. An audit also includes assgsbe accounting principles used and signifieesttmates made by the CompanBoar:
of Directors and management, as well as evaluatiegoverall financial statement presentation. Wéebe that our audits provide
reasonable basis for our opinion.

In our opinion, the consolidated financial statetaeneferred to above, present fairly, in all matkerespects, the financial position of
Company as of December 31, 2010, 2009 and 2008h&ncksults of its operations, changes in equityiemcash flows for each of the ye
ended on those dates, in conformity with InterrmatloFinancial Reporting Standards ("IFRS") as idsbg the International Accounti
Standards Board ("IASB").

As discussed in Note 2 ac. to the consolidatechiizd statements, in 2010 the Company changed #raer in which it accounts for busin
combinations and for transactions with non-conitmglinterests in the consolidated financial statetsie

Kesselman & Kesselman, 1 Nathanson Street, Haifa 33034, Israel, P.O Box 33984, Haifa 31339
Telephone: +972 -4- 8605000, Fax:+972 -4- 8605001, www.pwc.co.il
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Internal control over financial reporting

Also, in our opinion, the Company maintained, ihrahterial respects, effective internal control iofieancial reporting as of December
2010, based on criteria establishednternal Control-Integrated Framework issued by the Committee of Sponsoring Organizatimfnthe
Treadway Commission (COSO).

The Company's Board of Directors and managementesgonsible for maintaining effective internal tohover financial reporting ai
management is responsible for the assessment @ffiaetiveness of internal control over financiaporting included in the accompany
Management's Annual Report on Internal Control Crieancial Reporting appearing under Item 15(b)r ésponsibility is to express
opinion on the effectiveness of the Companiyiternal control over financial reporting basedowr integrated audit. We conducted our ¢
in accordance with the standards of the Public GomAccounting Oversight Board (United States). Séhstandards require that we plan
perform the audit to obtain reasonable assuranaetathether effective internal control over finaalaieporting was maintained in all mate
respects. Our audit of internal control over finahoeporting includes obtaining an understandifignternal control over financial reportir
assessing the risk that a material weakness existdesting and evaluating the design and operafiiegtiveness of internal control basec
the assessed risk. Our audit also includes perfymmiich other procedures as we consider necesstrg circumstances. We believe that
audit provides a reasonable basis for our opinion.

A companys internal control over financial reporting is sopess designed to provide reasonable assurancediregahe reliability o
financial reporting and the preparation of finahc#atements for external purposes in accordandb génerally accepted account
principles. A company internal control over financial reporting inclsdénose policies and procedures that (i) pertaithéomaintenance
records that, in reasonable detail, accurately fairty reflect the transactions and dispositionstleé assets of the company; (ii) pro\
reasonable assurance that transactions are recasdadcessary to permit preparation of financitlestents in accordance with genel
accepted accounting principles, and that receiptsexpenditures of the company are being made ion¢ccordance with authorizations
management and directors of the company; andp(idyide reasonable assurance regarding preventidgimely detection of unauthoriz
acquisition, use, or disposition of the companygseds that could have a material effect on then@izé statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or d@étaisstatements. Also, projections of
evaluation of effectiveness to future periods argiect to the risk that controls may become inadégjbbecause of changes in condition
that the degree of compliance with the policieprocedures may deteriorate.

As described in the Report of Blue Square Managémennternal Control Over Financial Reporting ageg under item 15, managem
has excluded Dor Alon Energy in Israel (1998) L{tDor Alon") from its assessment of internal cohtower financial reporting as

December 31, 2010 because it was acquired by tmep&ay in a business combination consummated onb®ct®, 2010. We have a
excluded Dor Alon from our audit of internal contower financial reporting. Dor Alon is a majortyoed subsidiary of Blue Square wh
total assets and total net sales represent appatedyd2% and 13%, respectively, of the relatedsobidated financial statement amounts ¢
and for the year ended December 31,2010.

Haifa, Israel Kesselman & Kesselme

June 30, 201 Certified Public Accountants (Isi
A member firm of PricewaterhouseCoopers Internatidmmited
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
(Formerly Blue Square — Israel Ltd.)
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Convenience

translation
(note 1b)
December 31 December 31
2008 2009 2010 2010
Note NIS U.S. dollars
In thousands
Assets
CURRENT ASSETS:
Cash and cash equivale! 13¢ 95,32t 612,22° 125,95t 35,49
Investment in securitie 10 186,84¢ 212,91 310,23 87,41°¢
Shor-term deposis 13k 20¢€ 67 98,08 27,637
Trade receivable 12¢ 729,97( 809,78 1,731,74 487,95
Other accounts receivak 12k 87,62« 69,50 162,59¢ 45,81¢
Derivative financial instrumen 11 - 9,69( - -
Income taxes receivab 74,44¢ 84,27 64,09 18,06(
Inventories 12c 497,08( 514,85¢ 680,29¢ 191,68°
1,671,50! 2,313,31! 3,173,01. 894,05¢
NON-CURRENT ASSETS:
Investments in associat 9b 4,91F 4,87¢ 6,012 1,69¢
Derivative financial instrumen 11 5,24¢ 12,69: 56,07¢ 15,80:
Real estate inventorit 33¢ - - 83,337 23,48:
Payments on account of real es! g - - 164,13. 46,24°
Investment in securitie 10 - - 30,327 8,54¢
Loans receivable, net of current maturi 14 - 1,32¢ 176,04 49,60¢
Property and equipment, r 6 *1,899,61! *1,956,91¢ 2,928,51! 825,16¢
Investment propert 7 *413,111 *421,18¢ 546,87( 154,09:
Intangible assets, n 8 404,42: 409,19 1,486,74 418,91¢
Other lon-term receivable 15 1,55¢ - 47,09¢ 13,27(
Deferred taxes 21 44 ,50¢ 45,99 66,01¢ 18,60:
2,773,37. 2,852,18: 5,591,17. 1,575,42;
Total assets 4,444 87. 5,165,49 8,764,18 2,469,48I
* Retroactive application (see note 2ad.1)
June 30, 2011
Date of approval of the David Wiessman Zeev Vurembrand Dror Moran

financial statements

Executive Chairman of the Boarc Chief Executive Officer
of Directors and Chief

Operating Decision Maker

The accompanying notes are an integral part of¢imsolidated financial statements.
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
(Formerly Blue Square — Israel Ltd.)
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Convenience
translation (note 1b’

December 31 December 31,
2008 2009 2010 2010
Note NIS U.S. dollars

In thousands

Liabilities and equity

CURRENT LIABILITIES:

Credit and loans from banks and ott 19 77,98¢ 143,08t 470,28 132,51
Current maturities of debentures and convertibleedaures 19 25,99¢ 76,69¢ 202,76¢ 57,13¢
Current maturities of lor-term loans from bank 19 132,91 131,51 297,77: 83,90:¢
Trade payable 1,006,38! 917,58! 1,342,76. 378,35(
Other accounts payable and accrued expe 18 424,79¢ 494,14 686,44" 193,41
Customers' deposi - - 30,40¢ 8,561
Derivative financial instrumen 11 - - 7,70C 2,17(
Income taxes payab 6,93 6,051 7,431 2,09¢
Provisions 23 43,39 51,29¢ 71,87( 20,25:

1,718,41! 1,820,37 3,117,44i 878,39¢

NON CURRENT LIABILITIES:
Long-term loans from banks and others, net of aitrre

maturities 19 341,58t 596,72: 1,399,15! 394,24(
Convertible debentures, net of current matur 19 130,52! 142,02: 117,80: 33,19¢
Debentures, net of current maturit 19 985,84 1,251,33. 2,183,09: 615,12¢
Other liabilities 20 *35,221 * 16,202 199,98: 56,34¢
Derivative financial instrumen 11 21,07 7,591 9,151 2,57¢
Liabilities in respect of employee benefits, netinfounts

funded 22 49,91 47,24¢ 51,49: 14,50¢
Deferred taxes 21 * 61,401 *57,27¢ 103,92¢ 29,28¢

1,625,56: 2,118,391 4,064,60: 1,145,28;
Total liabilities 3,343,97 3,938,77. 7,182,04 2,023,68.
EQUITY:
Equity attributed to equity holders of the Compe
Ordinary shares of NIS 1 par val 16 57,09 57,43¢ 79,71: 22,46(
Additional paic-in capital 16 1,018,40! 1,030,25! 1,218,40! 343,31:
Other reserve 17 (261) 5,67¢ (12,539 (3,539
Accumulated deficit *(150,804) *(61,049) (85,760 (24,16%)
924,43: 1,032,32. 1,199,82: 338,07«
Non-controlling interests * 176,46 *194,40( 382,31 107,72t
Total equity 1,100,891 1,226,72. 1,582,13 445,79¢
Total liabilities and equity 4,444 87. 5,165,49 8,764,18 2,469,48

* Retroactive application. (see Note 2ad.1)

The accompanying notes are an integral part oftinsolidated financial statements
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ALON HOLDINGS BLUE SQUARE - ISRAEL LTD.

(Formerly Blue Square — Israel Ltd.)

CONSOLIDATED STATEMENTS OF INCOME

Convenience

translation
(note 1b)
for the year
ended
Year ended December 3 December 31
2008 2009 2010 2010
Note NIS U.S. dollars
In thousands (except per share date

Revenue! 7,429,12. 7,349,07! 9,227,45: 2,600,01!
Less — government levies - - 723,70¢ 203,91¢
Net revenue: 7,429,12. 7,349,07 8,503,74 2,396,091
Cost of sales 5,369,14 5,291,01: 6,192,35: 1,744,81
Gross profit 2,059,97. 2,058,06. 2,311,39; 651,28(
Selling, general and administrative expenses 1,794,72 1,817,09 2,069,97! 583,25
Operating profit before other gains and lossesciathges in

fair value of investment proper 265,25. 240,96! 241,42 68,02¢
Other gain: 24 12,23 4,69¢ 3,25¢ 91¢
Other losse 24 (14,716 (32,809 (28,189 (7,947
Changes in fair value of investment property , net 19,067 20,77t 32,91" 9,27¢
Operating profi 281,83t 233,63¢ 249,40¢ 70,27¢
Finance incomi 27 60,70( 64,78( 85,85: 24,19(
Finance expenses 27 (166,29 (177,452 (235,84 (66,459
Finance expenses, r 105,59! 112,67- 149,99! 42,26¢
Share of loss of associates (33 (37) (51€) (14€)
Income before taxes on incor 176,20t 120,92! 98,89¢ 27,86¢
Taxes on income 28 43,80¢ 23,124 36,28’ 10,22¢
Net income for the ye: 132,40: 97,80! 62,60¢ 17,64:
Attributable to:
Equity holders of the Company 104,58t 77,16: 47,83¢ 13,47¢
Non-controlling interests 27,81¢ 20,63¢ 14,77( 4,162
Earnings per ordinary share or ADS attributable to

equity holders of the Company 29
Basic 2.41] 1.77 0.9¢ 0.27
Fully diluted 1.62 1.77 0.9¢ 0.27

The accompanying notes are an integral part of¢insolidated financial statements.
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
(Formerly Blue Square — Israel Ltd.)
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Profit for the year

Other comprehensive income (losses) items, net aikt
Available-for-sale financial asset

Revaluatior

Impairment transferred to income staterr

Gain from sales transferred to income stater

Actuarial gain (loss) from post employment benefiligations
Currency translation differences

Total — other comprehensive income (losse

Total comprehensive income for the year

Attributable to:
Equity holders of the Compat
Non-controlling interests

The accompanying notes are an integral part of¢insolidated financial statements.

Note

Year ended December 31

Convenience
translation
(note 1b)

Year ended

December 3:

2010

U.S. dollars

10

22

F-7

In thousands

17,64:

514

(2,79-7)
(78)
(1,805)

(4,166)

13,47¢

10,36¢
3,10¢

13,47¢




ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
(Formerly Blue Square — Israel Ltd.)

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Equity attributable to equity holders of the Compary

BALANCE AT JANUARY 1, 2008

CHANGES DURING 2008:

Comprehensive income for the y¢

Employee sha-based paymer

Transaction with non- controlling
interests

Dividend

Dividend to non-controlling interests ¢
subsidiaries

BALANCE AT DECEMBER 31, 2008

CHANGES DURING 2009:

Comprehensive income for the y¢

Employee sha-based paymer

Transaction with non-controlling
interests

Issuance of shares upon conversion ¢
convertible debenture

Dividend to non-controlling interests ¢
subsidiaries

BALANCE AT DECEMBER 31, 2009

CHANGES DURING 2010:

Comprehensive income for the y¢

Employee sha-based paymer

Movement in equity as result of busin
combination

Transactions with non-
controlling interest

Exercise of option

Issuance of shares upon conversion ¢
convertible debenture

Acquisition of treasury shart

Dividend

Dividend to non-controlling interests o
subsidiaries

BALANCE AT DECEMBER 31, 2010

BALANCE AT JANUARY 1, 2010

CHANGES DURING 2010 :

Comprehensive income for the y¢

Employee sha-based paymer

Movement in equity as result of busin
combination

Transaction with non-
controlling interes

Exercise of option

Issuance of shares upon conversion ¢
convertible debenture

A cquisitionof treasury share

Dividend

Dividend to non-controlling interest o
subsidiaries

Additional Non-
Ordinary paid-in Other Accumulated controlling Total
shares capital reserves deficit Total interests equity
NIS in thousands
57,09¢ 1,018,40! 1,41¢ *(103,347) 973,56° *279,007 1,252,57.
- - (1,676 94,57¢ 92,89¢ 26,944 119,84:
- - - 7,96¢ 7,96¢ 20€ 8,17t
- - - - - (103,269 (103,269
- - - (150,000 (150,000 - (150,000
= - - - - (26,43)) (26,43))
57,09« 1,018,40! (261) *(150,804) 924,43: *176,46: 1,100,891
- - 5,937 78,02: 83,95¢ 22,36 106,31¢
- - - 11,73¢ 11,73¢ 432 12,16¢
- - - - - 7,28: 7,28:
344 11,85¢ - - 12,19¢ - 12,19¢
- - - - - (12,139 (12,139
57,43¢ 1,030,25! 5,67¢€ *(61,049) 1,032,32. *194,40( 1,226,72
- - (11,277 48,07 36,80( 11,022 47,82
- - - 6,512 6,512 322 6,834
20,32¢ 945,44; - - 965,77( 170,05 1,135,82.
- - (6,949 - (6,947 24,13¢ 17,19¢
75¢ - - - 75¢ - 75¢
1,187 42,70¢ - - 43,89t - 43,89t
- - - (4,295 (4,295 - (4,295
- (800,000 - (75,000 (875,000 - (875,000
- - - - - (17,619 (17,619
79,71: 1,218,40! (12,539 (85,760 1,199,82: 382,31 1,582,13!
Convenience translation into U.S. dollars in thousads (note 1b)
16,18¢ 290,29¢ 1,59¢ (17,207 290,87" 54,77¢ 345,65
- - (3,17¢) 13,54¢ 10,36¢ 3,10¢ 13,47
- - - 1,83t 1,83t 91 1,92¢
5,72¢ 266,39° - - 272,12¢ 47,91¢ 320,04:
- - (1,95¢6) - (1,95¢6) 6,801 4,84¢
214 - - - 214 - 214
334 12,03« - - 12,36¢ - 12,36¢
- - - (1,210 (1,210 - (1,210
- (225,419 - (21,139 (246,549 - (246,549
- - - - - (4,969 (4,969
22,46( 343,31: (3,539 (24,169 338,07 107,72¢ 445,79¢

BALANCE AT DECEMBER 31, 2010

* Reclassification , see note 2ac

The accompanying notes are an integral part of¢insolidated financial statements.
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ALON HOLDINGS BLUE SQUARE - ISRAEL LTD.

(Formerly Blue Square — Israel Ltd.)

CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:
Income before taxes on incol

Income tax (paid) received, r

Net cash provided by operating activities

Net cash provided by operating activit

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipm

Purchase of investment prope

Purchase of intangible ass

Investment in restricted depo

Proceeds from collection of restricted dep
Proceeds from collection of sh-term deposits and other receivable,
Proceeds from sale of property and equipn
Proceeds from sale of investment propi
Proceeds from sale of marketable secur
Investment in marketable securit

Acquisition of subsidiaries (see note

Grant of loans to jointly controlled compan
Payments on account of real es!

Collection of lon+term loans, receivab

Interest received

Net cash used in investing activit|

Convenience

translation
(note 1b)

Year ended
Year ended December 31 December 3’

2008 2009 2010 2010

NIS U.S dollars
In thousands

176,20¢ 120,92! 98,89¢ 27,86¢
(94,217 (38,109 5,741 1,61¢
327,77 177,52( 101,19: 28,51
409,77 260,34« 205,82¢ 57,997
(211,64 (203,889 (193,479 (54,515
(69,749 (9,435 (20,720 (5,839
(30,377 (20,739 (34,137 (9,619
- (470,000 - -
- 470,00( - -
102,53: 13¢ 12,40: 3,49/
1,55¢ 2,581 1,30¢ 36¢
6,567 5,70(C - -
185,10: 101,86° 373,04( 105,11
(169,74 (113,96¢) (365,09) (102,879
- (4,789 87,21¢ 24,57¢
- - (31,449 (8,859
- - (76,889 (21,664
- - 1,56¢ 441
17,77¢ 11,94¢ 18,33: 5,16¢
(167,979 (230,587 (227,887 (64,217)

The accompanying notes are an integral part of¢imsolidated financial statements.
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ALON HOLDINGS BLUE SQUARE - ISRAEL LTD.

(Formerly Blue Square — Israel Ltd.)

CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM FINANCING ACTIVITIES:

Purchase of treasury sha

Dividend paid to Company sharehold

Dividend paid to no-controlling interest:

Repayment of debentur

Acquisition of nol-controlling interests in subsidia

Transactions with non-controlling interests in sdiasies without
loss of contro

Issuance of debentur

Receipt of lon-term loans

Repayment of lor-term loans

Repayment of long term credit from payak

Shor-term credit from banks and others,

Receipt of loans from controlling sharehold

Proceeds from exercise of options in the Companyeasubsidian

Acquisition of shares from n-controlling interest:

Settlement of forward contrac

Interest paid

Net cash provided by (used in) financing activi

INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS AND BANK OVERDRAFTS
Translation differences on cash and cash equivalent

BALANCE OF CASH AND CASH EQUIVALENTS AND BANK
OVERDRAFTS AT BEGINNING OF YEAR

BALANCE OF CASH AND CASH EQUIVALENTS AND BANK
OVERDRAFTS AT END OF YEAR

*Retroactive application, see note 2 ad1.

The accompanying notes are an integral part o€dimsolidated financial statements.

Convenience
translation (note

1b)
for the year
ended
Year ended December 31 December 31
2008 2009 2010 2010
NIS U.S dollars
In thousands
- - (4,295 (1,210
(150,00() - (875,00() (246,549
(22,077 (16,49) (17,619 (4,969
- (13,29 (2,155 (607)
*(186,407) *(8,020) - -
- *10,912 17,19t 4,84~
121,25¢ 294,28( 205,03! 57,77:
231,39¢ 387,70( 470,60( 132,60:
(130,57) (139,06() (165,019 (46,49¢)
(1,740 (1,740 (1,740 (490
15,68¢ 76,14+ (52,409 (14,766
- - 90,00( 25,35¢
- 2,30¢ 75¢ 214
- - (24,559 (6,919
- - 21,24¢ 5,987
(89,249 (93,900 (147,537 (41,570)
(211,689 498,83 (485,479 (136,79)
30,10¢ 528,59¢ (507,53 (143,007
- - (1) (20
53,02¢ 83,13¢ 611,73¢ 172,36¢
83,13¢ 611,73« 104,13: 29,34
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
(Formerly Blue Square — Israel Ltd.)

CONSOLIDATED STATEMENTS OF CASH FLOWS

Net cash provided by operating activities

Adjustments for

Depreciation and amortizatic

Increase in fair value of investment property,

Share in losses of associa

Share based payme

Loss from sale and disposal of property and equipipmest

Provision for impairment of property and equipmerat

Changes in fair value of derivative financial misbents

Linkage differences on monetary assets, debesitizans and
other long term liabilitie:

Capital (gain) loss from changes in holdings inssdilries

Employee benefit liability, ne

Decrease (increase) in value of investment inritgzs) deposits
and lon¢-term receivables, ni

Interest paid, ne

Changes in operating assets and liabilit

Investment in real estate inventor

Payments on account of real estate invent

Decrease (increase) in trade receivables and atioeunts
receivable

Decrease (increase) in inventor

Increase (decrease) in trade payables and otheumtscpayable
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Year ended
Year ended December 3. December 31

2008 2009 2010 2010

NIS U.S dollars
In thousands

153,88: 165,24¢ 206,94! 58,31:
(19,067 (20,77 (32,919 (9,275
33 37 51¢ 14€
8,17¢ 12,16¢ 6,83¢ 1,92¢
2,56¢ 3,29¢ 5,96 1,68(
3,42( 19,98: 94¢ 267
(19,247 (21,250) (8,029 (2,262)
59,66¢ 52,341 57,62¢ 16,237
(9,807 911 - -
263 144 2,371 66¢&
11,16¢ (4,469 (15,019 (4,230
71,46¢ 81,95: 118,31: 33,33¢
- - (87,097 (24,540
- - (71,564 (20,165
59,96 (65,46¢) (53,264 (15,009
(43,13¢) (17,229 (49,910 (14,067
48,41°" (29,380 19,46¢ 5,48¢
327,77 177,52( 101,19: 28,51
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
(Formerly Blue Square — Israel Ltd.)
CONSOLIDATED STATEMENTS OF CASH FLOWS

Convenience

translation
(note 1b)
Year ended
Year ended December 31 December 31
2008 2009 2010 2010
NIS U.S dollars
In thousands
Supplementary information on investing and financirg
activities not involving cash flows:
Issuance of shares upon conversion of convertidbedtures of
the Company - 12,19¢ 43,89¢ 12,36¢
Conversion of convertible debentures of subsidiary 6,655 - - -
Purchase of property and equipment and investnrepepties on
credit 14,79° 174 37,08« 10,44¢
Advances from customers deposited in restrictecdepesit - - 22,42¢ 6,32(

The accompanying notes are an integral part o€dimsolidated financial statements.
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 1 - GENERAL:
a. Information on the activities of Alon HoldingsBlue Square - Israel Ltd and its subsidiaries

Alon Holdings Blue Square-Israel Ltd. (formerly Bl$quare 4srael Ltd.) ("Blue Square") is an Israeli corparat which
directly and through its subsidiaries (togetheéhe Company) mainly operates in Israel. All refeesnto the Compal
include, unless the context otherwise indicatesgBlquare and its subsidiaries. Upon completion ofaitgiisition of D¢
Alon, see note 5, the Company operates in fourrtaple segments: (1) Supermarkets, (2) Non-foodiRahd Wholesale
(3) Real Estate and (4) Commercial and fuelingsqisee note 34).

Alon Holdings Blue Square Israel Ltd. is a limited public company incorporated amdiciled in Israel, whose ADSs &
shares are listed for trading on the New-York St&okchange (the "NYSE") and on the Tehv Stock Exchange (tt
"TASE").

The Company is controlled by Alon Israel Oil Compd.td ("Alon"). The address of its registered offiis 2 Amal St
Afek Industrial Zone, Rosh Hayin, Israel. The consolidated financial statermewit the Company for the year en
December 31, 2010 were authorized for issue inrdecee with a resolution of the directors on Jube2B11.

The results for the year 2010 and the statemefiinahcial position as at December 31, 2010, incltite results of tf
subsidiary Dor Alon from October 3, 2010 to Decemb® 2010 and the financial position as of Decanfiie 2010 of th:
company. Dor Alon's shares are listed on the TeV Atock exchange. See also note 5.
b. Convenience translation into U.S dollars (heigafter-"dollars" or "$")
For the convenience of the reader, the reported Meaeli Shekel (NIS) amounts as of December 31,028ave bee
translated into dollars, at the representative cdtexchange on December 31, 2010 (U.S. $1 = NB9. The dolle
amounts presented in these financial statementsicdhmt be construed as representing amounts tieategeivable ¢
payable in dollars or convertible into dollars,esd otherwise indicated.
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES :

The principal accounting policies applied in thegaration of these consolidated financial statemmarg set out belo
These policies have been consistently applied thalyears presented unless otherwise stated.

a. Basis of presentatior

The consolidated financial statements of the Complaave been prepared in accordance with InternaltiGinancia
Reporting Standards (hereafter — "IFRS") as isfweithe International Accounting Standard Board ¢héier — "IASB").
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ( continued):

The accounting policies adopted by the Companyansistent with those of the previous financialry@ecept as discuss
in note ad.1 below.

The Company has included an additional comparati@eEment of financial position and relevant ngéesof December 3
2008), to reflect the amendment to IAS 17 (see adfe), and certain reclassifications performeddb®(see note ac).

The consolidated financial statements have beepaped under the historical cost convention, as figatliby actuarie
adjustments for defined benefit plan assets aniilities and financial assets (including derivatiestruments) ar
investment property measured at fair value. The abgertain nomrmonetary assets, investments in associated cons
and certain equity items as of the transition detee been determined on the basis of their deemst @r historical co
adjusted to inflation in Israel through December&103, as allowed by the IFRS transition guidance.

The preparation of financial statements in confoymiith IFRS requires the use of certain criticataunting estimates.
also requires management to exercise its judgnmetitei process of applying the Company's accourgaligies. The arei
involving a higher degree of judgment or complexity areas where assumptions and estimates ar#icgigh to the
consolidated financial statements are disclosewbia 4. Actual results may differ materially frostimates and assumptic
used by the Company's management.

b. Consolidated financial statements
1) Subsidiaries

Subsidiaries are all entities over which the Conyplaais the power to govern the financial and opegapiolicies
generally accompanying a shareholding of more thia@ half of the voting rights. The existence anf@atfol
potential voting rights that are currently exerbisaor convertible are considered when assessingth&h thi
Company controls another entity. Subsidiaries allg tonsolidated from the date on which controbigained b
the Company. They are de-consolidated from the tthatecontrol ceases.

The purchase method of accounting is used to atdouthe acquisition of subsidiaries by the Comypan

For business combinations from January 1, 2010 ct# of an acquisition is measured as the aggregfathe
consideration transferred, measured at acquisitaia fair value and the amount of any romtrolling interest i
the acquiree. For each business combination, tipgir@c measures the naontrolling interest in the acquiree eit
at fair value or at the proportionate share of dloquiree's identifiable net assets. Acquisitiontcascurred ar
expensed.

In accordance with IFRS 3R, upon the acquisitio®of Alon, the Company valued the acquisition datevalue
of the noneontrolling interests in Dor Alon on the basis loé tactive market price of the equity shares of Blon
not held by the Company on the Tel Aviv Stock Exale where Dor Alon is listed.

When the Company acquires a business, it assdssefinaincial assets and liabilities assumed forr@mate
classification and designation in accordance wiith tontractual terms, economic circumstances aminee!
conditions as at the acquisition date. If thesiness combination is achieved in stages, theisitign fair value ¢
the acquirer's previously held interest in the &eqgis remeasured to fair value as at the acqoisitiate throuc
profit and loss.
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

2)

Any contingent consideration to be transferredhgydcquirer will be recognized at fair value atabquisition dat
Subsequent changes to the fair value of the cosingonsideration which is deemed to be an asdethility, will
be recognized in accordance with IAS 39 eitherhim $tatement of income or as change to other cdrapséve
income. If the contingent consideration is classifas equity, it shall not be remeasured unt# ifinally settle
within equity.

Goodwill is initially measured at cost being thecess of the consideration transferred over theidesitifiable
assets acquired and liabilities assumed. If thissioeration is lower than the fair value of the aesets of tt
subsidiary acquired, the difference is recognizethé statement of income.

After initial recognition, goodwill is measured @ist less any accumulated impairment losses. Foptinposes |
impairment testing, goodwill acquired in a businesmbination is, from the acquisition date, allechto each ¢
the Company's cash generating units that are exghéztbenefit from the combination.

Where goodwill forms part of a cagfenerating unit and part of the operation withiatthnit is disposed of, t
goodwill associated with the operation disposedsofncluded in the carrying amount of the operatisher
determining the gain or loss on disposal of theafen.

For business combinations prior to December 31920 following differences applied:

Transaction costs directly attributable to the agitjan formed part of the acquisition costs. Thanswontrolling
interest (formerly known as minority interest) wasasured at the proportionate share of the accmidEntifiable
net assets.

Business combinations achieved in stages were atebdor as separate steps. Any additional acqushede ¢
interest did not affect previously recognized goiidw

Contingent consideration was recognized if, andy dfjlthe Company had a present obligation, theneaotic
outflow was more likely than not and a reliableiraste was determinable. Subsequent adjustmentde
contingent consideration affected goodwill.

Inter-company transactions, balances and unreafjaet on transactions between group companiesliammated.
Accounting policies of subsidiaries have been ckdnghere necessary to ensure consistency with dheigs
adopted by the Company.

Transactions with nc-controlling interest:
The Company treats transactions with momtrolling interests as transactions with equityners of the Compar
For purchases from narentrolling interests, the difference between aogsideration paid and the relevant sl

acquired of the carrying value of net assets ofstiiesidiary is recorded in equity. Gains and lossedisposals !
non-controlling interests without loss of contreé @lso recorded in equity.
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

3)

4)

When the Company ceases to have control or signifimfluence, any retained interest in the enityemeasure
to its fair value, with the change in carrying ambtecognized in the statement of income. The value is th
initial carrying amount for the purposes @afbsequently accounting for the retained interesdraassociate, jo
venture or financial asset. In addition, any amsymeviously recognized in other comprehensivermedn respel
of that entity are accounted for as if the Comphag directly disposed of the relatasksets or liabilities. This m
mean that amounts previously recognized in othenprehensive income are reclassified to the staterof
income.

Upon a decrease in ownership rate without losoofrol the Company reallocates a portion of thedyalh arising
to the controlling interests to the non-controllinterests.

A put option granted to a narentrolling interest is accounted for as a finahli#bility based on the present va
of the exercise price of the option. Related firmagpenses are carried to statements of incomecomrent basis.

Before January 1, 2010, disposals to wontrolling interests resulted in gains and logeeshe Company and we
recorded in the statement of income. Purchases fioncontrolling interests resulted in goodwill, beinige
difference between any consideration paid and efevant share acquired of the carrying value ofassets of tt
subsidiary.

Joint venture:

The Companys interests in jointly controlled entities are ameted for by the proportionate consolida
method. The Company combines its share of thet jeémtures’individual income and expenses, assets
liabilities and cash flows on a line-by-line basigh similar items in the Company’financial statements. T
Company recognizes that part of gains or lossesngrifrom the sale of assets by the Company toirgly
controlled entity that is attributable to the othgartners in the jointly controlled entity. The Coamy does ni
recognize its share of profits or losses from thetly controlled entity that result from the Conmy& purchases
goods from the jointly controlled entity until iesells the goods to an independent party. Howevérss on th
transaction is recognized immediately if such Ipssvides evidence of a reduction in the net reblezaalue ¢
current assets, or an impairment loss.

The part of the loans granted attributable to thietjventure partner is classified as loans anaivables il
accordance with IAS 39.

Associates

Associates are entities over which the Companysltgasficant influence but not control generally asgpanying

shareholding of between 20% and 50% of the votights. Investments in associates are accountedsiog thi
equity method of accounting and are initially reciagd at cost.

If the ownership interest in an associate is reduné significant influence is retained, only apocionate share

the amounts previously recognized in other comprgive income are reclassified to the statememairne wher
appropriate.

F-16




ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

c. Segment reporting

Operating segments are reported in a manner censisfth the internal reporting provided to theefhoperatin
decision maker. The chief operating decision makethe function responsible for allocating resosr@c
assessing performance of the operating segmengscAibf operating decision maker does not incluestment
in equity-accounted associates and does not review informatigarding segment assets and segment liabiiit
his performance measurement.

d. Foreign currency transactions

1)

2)

3)

Functional and presentation curret

Items included in the financial statements of eafcthe Companys entities are measured using the currency ¢
primary economic environment in which the entityergtes (the functional currency). The consoliddiedncia
statements are presented in NIS, which is Blue ®&giunctional and presentation currency.

Transactions and balanc

Transactions in a currency which is different frtme functional currency (foreign currency) are #lated into th
functional currency using the exchange rates pliagaat the dates of the transactions. Foreign amgk gains ar
losses resulting from the settlement of such tretimas and from the translation at yesrd exchange rates
monetary assets and liabilities denominated inidoreurrencies are recognized in the statemeritscofne.
Foreign exchange gains and losses are presentieel statement of income within finance income qramses.

Translation differences on nanenetary financial assets, such as equities ciedsds available for sale, |
included in other comprehensive income.

Group companie

The results and financial position of all the groemtities that have a functional currency differémm the
presentation currency are translated into the ptatien currency as follows:

Assets and liabilities for each balance sheet ptedeare translated at the closing rate of thedriza sheet. Howev
where the exchange difference arises on an intupgbalance that, in substance, forms part of aityenhet investme!
in a foreign operation then the exchange differeisceot recognized in the statement of income buttognized |
other comprehensive income and accumulated in aratpcomponent of equity until the disposal of thesigr
operation.

Income and expenses for each statement of incoeneamslated at average exchange rates; (unlesawbrage is nof
reasonable approximation of the cumulative efféthe rates prevailing on the transaction datesyhich case incon
and expenses are translated at the rate on the afatee transactions

All resulting exchange differences are recognizedther comprehensive incon
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

e.

Property and equipment

Property and equipment are initially recognizecaquisition cost. Cost includes expenditure thatiisctly attributable t
the acquisition, construction or installation oethems. Property and equipment included as pathefacquisition of
subsidiary is included at the fair value as atdhée of acquisition. Subsequent costs are includdte asse$ carrying
amount or recognized as a separate asset, as a@ppFopnly when it is probable that future economénefits associat
with the item will flow to the Company and the co$ithe item can be measured reliably. When padaroésset is replact
its carrying amount is derecognized. All otheraiep and maintenance are charged to the staterhémt¢ame during th
financial period in which they are incurred.

Purchased land is not depreciated. Depreciationtladr assets is calculated using the strdigktmethod to allocate thi
cost to their residual values over their estimatseful lives, as follows:

Years
Land and building: 50-100
Leasehold improvemen 12
Fueling stations equipme 10-25 (mainly 14)
Motor vehicles 5-7
Furniture, equipment and installatic 3-16 (mainly 10)

Leased assets and leasehold improvements are epdeasing the straighine method to allocate their cost over tl
estimated useful lives.

The assets residual values and useful lives aiewed, and adjusted if appropriate, at each statewfefinancial positio
date.

An assets' carrying amount is written down immesjato its recoverable amount if the asset's cag@mount is great
than its estimated recoverable amount (see h below)

Gains and losses on disposals are determined bgaromg the proceeds with the carrying amount ardecognized withi
"Other gains (losses)" in the statement of income.

For the independent appraisers that valued theepiyppnd equipment of Dor Alon upon their consdiinta for the first time
see also note 6.

Investment property

Investment property is held for lomgrm rental yields or value appreciation and is radcupied by th
Company. Investment property is initially measuetdtost, including transaction costs. Subseqtemtitial recognition
investment property is stated at fair value, reifter market conditions, determined at least angubl independe!
appraisers, "Haushner Civil Eng. & Real Estate Apal Ltd." and " Barak Friedman Cohen & Co. Ecoimoé Real Estat
Appraisal."
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

g.

Fair value is based on current prices in an actiaeket, adjusted, if necessary, for any differeringfe nature, location
condition of the specific asset. If such informatie not available, the Company uses alternativecss such as recent pri
on less active markets or discounted cash flowegtmns.

For the independent appraisers that valued thesiment property of Dor Alon upon their consolidatfor the first time, se
also note 7.

Gains and losses arising from changes in fair vaheerecorded in the statement of income under igési in fair value «
investment property, net" in the period in whichytarise.

Land that is held under an operating lease with TEnaeli Lands Administration, is classified ancc@unted for as ¢
investment property, provided that the conditiomsduch classification are met. In such casesleh®e rights are initial
recognized as an asset and the lease obligatiatiasility, in a manner similar to a finance lease

Revenue from the sale of investment property, ¢®gaized when the significant risks and rewardewhership of th
property have been transferred to the buyer; sexdnue is not recognized where there are significacertainties as to t
collection of the consideration of the transactitiie costs related thereto, or when the Companysigasficant continuin
involvement in the property that was sold.

Intangible assets:
1) Goodwill

Goodwill represents the excess of the cost of ajuiaition over the fair value of the Compasyshare of tr
identifiable net assets of the acquired subsidirhe date of acquisition. Goodwill on acquisitiaf subsidiarie
is included in "Intangible assets".

Goodwill is tested annually for impairment, or &l when circumstances indicate that the carryialge may b
impaired. Goodwill is carried at cost less any acglated impairment losses. Impairment losses omlgdlare no
reversed when there is a subsequent increaseus.val

Goodwill is allocated to caspenerating units for the purpose of impairmentingstThe allocation is made to tht
cash-generating units or groups of cgsimerating units that are expected to benefit floenbusiness combinati
in which the goodwill arose, identified accorditgaperating segment.

2) Brand names, trademarks and customeiaeships

The cost of brand names, trademarks and custortaioreships acquired in a business combinatiorhér tfai
value at the date of acquisition. Trade marks taate indefinite lives are not amortized. After ialitrecognition
those intangible assets, that have finite usefudsli are carried at cost less accumulated amadotizaind an
accumulated impairment losses. Amortization is wWaked using the straight-line method to allociedost ove
their estimated useful lives (brand names and tnadks - eight to fifteen years and customer refethips -sevel
to fifteen years).
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

3)

4)

5)

6)

Computer software

The costs of separately acquired computer softWeeeises are capitalised on the basis of the dostsred t
acquire and bring to use the specific software.s€heosts are amortized over their estimated usieéd (mainly
four years).

Costs associated with servicing or maintaining cat@psoftware are recognized as an expense ageédcuost
that are directly associated with the developmédritientifiable and unique software products cormblby the
Company, that will generate probable future ecowdnanefits and that meet certain technical, fireneand othe
criteria are recognized as intangible assets. Gostade directly attributable employee benefitdl applicabl
consulting and development fees. Computer softwarelopment costs recognized as assets are antloovze
their estimated useful lives (not exceeding fouarge

Other development expenditures that do not meesethaiteria are recognized as an expense as ik
Development costs previously recognized as an esepare not recognized as an asset in a subsearad.p

Evacuation fees

Premiums paid to assume existing operating leasseaments are presented at cost net of accumulatediazatior
and impairments. These costs are amortized ovaethaining term of the lease.

Fees paid on the establishment of loaititias

Fees paid on the establishment of loan facilitresracognized as transaction costs of the loahg@xtent that it
probable that some or all of the facility will beavn down. In this case, the fee is deferred uhél draweowr
occurs. To the extent that there is no evidenceitligprobable that some or all of the facilityiivibe drawn dowr
the fee is capitalized as a ggayment for liquidity services and amortized ovex period of the facility to which
relates.

Favorable and unfavorable operating leaséracts
The Company determines for each operating leaseiradqwhether the terms are favorable or unfaveraibhe
Company recognizes an intangible asset if the tefnam operating lease are favorable relative tckataerms an

a liability if the terms are unfavorable relative market terms. The favorable and unfavorable leas¢racts ai
amortized over their contractual terr

F-20




ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

h.

Impairment of non-financial assets

Intangible assets, including goodwill and brandst tave an indefinite life are not subject to amation and are test
annually for impairment. Assets that are subjectiepreciation and amortization are reviewed fopairment at eac
statement of financial position date whenever amgnes have occurred or changes in circumstances teken plac
which might indicate that there has been impairntérihe nonfinancial assets. When such indicators of impairnase
present, the Company evaluates whether the carmahge of the asset can be recovered, and if nagesecords &
impairment provision for the amount needed to wditgvn the carrying amount to the recoverable amount

The recoverable amount of an asset is the highttteodsses fair value less costs to sell and its value i ¥&alue in us
is based on estimated future cash flows from th#imoed use of the asset, including those expeatetie time of it
future retirement and disposal discounted to thedsent value using a discount rate that refléeditne value of mone
and the risks specific to the asset. In determitiirggvalue in use of an asset, the Company usésbaitable estimates
to the conditions that will prevail during the reiming useful life of the asset and as to the curcemdition of the asset.
computing the fair value less costs to sell of reslate, including land and lease rights, the Caomppaakes use
valuations prepared by appraisers.

In the food retail segment, a cash generating(@@®U) can be a single store or a group of storesravthe cash inflows
one CGU are largely interdependent on the casbvisflof another CGU in the same geographic are& fobd reta
activities are grouped into 83 CGUs.

In the commercial and fueling sites segment the @om evaluates the fueling stations and the coeweri stores on
sites together, on the basis, due to common custd@ge and business dependence on gas stationsuesverh
convenience stores that are not located in fudlitgs are grouped into 8 separate CGUs based angiegraphic:
locations in a manner similar to the food retathaiies.

In the Non-Food segment each of the splérated stores (61) is considered a separate OGlthe basis of the
geographical location and customers.

An impairment loss is recognized in the statemdénhoome under "other gain (losses)". Nfimancial assets other th
goodwill that suffered an impairment are reviewedgdossible reversal of the impairment at eachnteppdate.

For a caslgenerating unit to which goodwill has been allodatany impairment loss relating to that unit istially
applied to the goodwill and the balance to theyéagramount of the other assets.
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

i. Borrowing costs

Borrowing costs directly attributable to the acdfios or construction of any qualifying asset (iding investmer
property) are capitalized during the period of tithat is required to complete and prepare the deséts intended us
Other borrowing costs are expensed in the periegl ttcur. Borrowing costs consist of interest atiteocosts that ¢
entity incurs in connection with the borrowing ahfls.

j.  Financial assets

1)

Classification

The Company classifies its financial assets inféflewing categories: at fair value through prafitloss, loans ar
receivables and available for sale. The classiticatlepends on the purpose for which the finanagasets wel
acquired. Management determines the classificatidimancial assets at initial recognitic

a)

b)

Financial assets at fair value through profit @s

This category includes financial assets held faditrg and those designated at fair value througfitpor
loss; a financial asset is classified in this catgdf management has designated it as such, bedgig
managed and its performance is evaluated on adhie basis.

Derivative financial instruments are also classifia this category since they are not designate
hedging purposes. Assets in this category areifitabas current assets if expected to be settiduimone
year from the date of the statement of financialitian; otherwise they are classified as non-curren

Loans and receivablt

Loans and receivables are nderivative financial assets with fixed or deterntilgapayments that are 1
guoted in an active market. They are included umrent assets, except for maturities greater
12 months after the statement of financial positilate. These are classified as momrent assets. T
Company’s loans and receivables comprise "trade ahdr receivables”, "shotérm bank deposits

"loans receivable", "loans to associates" and "eaghcash equivalents".
Available-for-sale financial asse
Available-for-sale financial assets are rdaerivatives that are either designated in this gmte or no

classified to any of the other categories. They iacluded in norcurrent assets unless managet
intends to dispose of the investment within 12 rhemdf the statement of financial position date.
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

2)

Recognition and measurement

Regular purchases and sales of financial assetgecognized on the settlemelate. Investments are initia
recognized at fair value plus transaction costsafbfinancial assets not carried at fair valueothgh profit or los:
Financial assets carried at fair value throughipoofloss are initially recognized at fair valuedatransaction cos
are expensed in the statement of income. Availtdisale financial assets and financial assets avédire throug
profit or loss are subsequently carried at faiueal.oans and receivables are subsequently catigohortized co
using the effective interest methc

Gains or losses arising from changes in the fdwevaf the "financial assets at fair value throymgbfit or loss'
category are presented in the statement of incoittenwfinance income or expenses in the period hiclv the)
arise.

Changes in the fair value of monetary and nometery available-fosale securities are recognized in o
comprehensive income (hereafterO€I). Interest on securities that are available dale calculated using 1
effective interest method is recognized in theestesnt of income as part of "finance income or egpsh

Financial assets are derecognized when the rightsceive cash flows from the investments haveregpor hav
been transferred and the Company has transferbedasuially all risks and rewards of ownerst

When securities classified as availabledale are sold or impaired, the accumulated faiuevahdjustmen
recognized in OCI are reclassified and includethenstatement of income as part of "finance incomexpenses'

Financial assets and liabilities are offset andrteeamount reported in the statement of finangtaition whe!
there is a legally enforceable right to offset tbeognized amounts and there is an intention ttesat a net bas
or realize the asset and settle the liability stamgously

The Company assesses at each statement of fingasition date whether there is objective evideticet ¢
financial asset or a group of financial assetsiedrat amortised cost is impaired. Evidence of impant ma
include indications of an event that has an impexcthe estimated future cash flows of the finanaidet. In tF
case of equity securities classified as availabtestle, a significant or prolonged decline in thie value of the
security below its cost is considered as an indictitat the securities are impaired. If any sudkdence exists fc
available-for-sale financial assets, the cumulaidss —measured as the difference between the acquisiishan
the current fair value, less any impairment lossthat financial asset previously recognized in stegement ¢
income —is removed from equity and recognized in the statgnof income. Impairment losses recognized it
statement of income on equity instruments are exnsed through the statement of income; increasksr value
after impairments are recognized directly in eqt

In the case of debt investments, if the fair valubsequently increases and the income can be iokjgatelated ti
an event occurring after the impairment loss wasgerized; the impairment loss is reversed throhghstateme
of income.

Impairment testing of trade receivables is desdribenote n below
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):
k. Deposits received from customers

In the course of its operations, a subsidiary & ¢ommercial and fueling sites segments receivesgits from it
customers in respect of containers and other loagagbment. The deposits are to be refunded atufrent price of th
deposit the company collects from its customerskeld to the Israeli CPI from the last time the @rigas update
Under IAS 39 - "Financial Instruments — Recognitiord Measurement"” the value of such a financial liability is 1
amount that can be demanded in return. Since th&idiary does not have an unconditional right ttedéhe repayme
beyond 12 months, the deposit liabilities are pregtamong current liabilities.

|. Derivative financial instruments

Derivative financial instruments are initially repuzed at fair value on the date a derivative @mitis entered into a
are subsequently re-measured at their fair value.

The Company's derivative financial instruments dbomeet the criteria required for hedge accounti@anges in tt
fair value of these derivative financial instrungeate recognized on a current basis in the stateofié@mcome as part
"finance income or expenses."

Changes in fair value of separable embedded demgtre recognized in the statement of incomeaasgf financ
income or expenses.

See note r. below for the conversion componeri@tbnvertible debentures.

m. Inventories
Inventories are stated at the lower of cost andrealizable value. Cost is determined mainly by thirst-in, first-
out” (FIFO) method. Net realizable value is the estimatting price in the ordinary course of busindsss applicabl

selling expenses.

The Company evaluates inventory shrinkage throughiwel year based on the results of periodic ste&ing in its
stores, and records allowances based on the refdftese counts as of the statement of finapmaition date.

The Company reviews the need for a provision fowsinoving inventories, if applicable, by comparihg value of th

inventories with the level of sales, the periodt fhassed since the start of distribution and thaiyuof the goods, ¢

the basis of past experience.

Real estate inventories are stated at the lowarosf and net realizable value. Cost includes thecty identifiable

expenses of the acquisition of the inventories eapitalized borrowing costs. Net realizable valsghe estimate

selling price in the ordinary course of businessslan estimate of the cost to complete and apjdisalling expenses.
n. Trade receivables

Trade receivables are recognized initially at failue and subsequently measured at amortized sogj the effectiv
interest method, less allowance for doubtful actaun
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

Management regularly monitors the balance of tresfeivables, and the financial statements includspecific
allowance computed for accounts, the collectabdityvhich, in the view of management, is doubtMhterial financia
difficulties of a customer, reasonable expectatitrag he will go into liquidation or will undergoraorganization ar
inability to pay or delays in payment are indicattitat the receivables are impaired. The carrymgumt of the asset
reduced through the use of an allowance accouhgtpresent value of expected future démlvs and the amount of t
loss is recognized in the statement of income witbélling, general and administrative expenses. n\Waetrad
receivable is uncollectible, it is written off agai the allowance account. Subsequent recoveriamofints previous
written off are credited against selling, generad administrative expenses in the statement ofnirgco

0. Cash and cash equivalents

Cash and cash equivalents includes cash in haad;teinm bank deposits and other shtertm highly liquid investmen
with original maturities of three months or less.

Bank overdrafts are presentedthin "credit and loans from banks and others'timrent liabilities in the statement
financial position. For the purposes of the corttild statement of cash flows, cash and cash denigare present
net of bank overdrafts.

p. Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the éssifi new shares are shown in equity as a deduatienof tax, fror
issuance proceeds.

Where the Company purchases the Company's equatg slapital (treasury shares), the consideratiaa, pacluding
any directly attributable incremental costs is d#dd from equity attributable to the Company's sgholders until th
shares are cancelled or reissued. Where such oydshares are subsequently reissued, any consieraceived, nt
of any directly attributable incremental transacticosts and the related income tax effects, isudesdd in equit
attributable to the Company's equity holders.

g. Trade payables and rebate:

Trade payables are recognized initially at fairueabnd subsequently measured at amortized cogj tieneffectiv
interest method.

Current rebates from suppliers are recorded ifitiagcial statements upon receipt.
The Company expects to receive certain rebates opmting specified purchasing targets, such asutfigment of a
minimum annual purchase quota (in quantitative onatary amounts), or an increase in purchasesmpanson witl

purchases made in previous periods. The relateateglare recognized in the financial statemenémased on a pro re
basis, based on a systematic calculation of thenéxd which the Company has reached the target.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

In some cases rebates due from suppliers for whietCompany has no obligation to meet specifiedhmsing target
are recorded in the financial statements on this ldishe purchases actually made.

Rebates from suppliers are presented as a redwftiamentories and cost of sales, as applicable.
r. Borrowings

Borrowings (including loans, debentures and coiilblertdebentures) are recognized initially at faalue, net c
transaction costs incurred. Borrowings are subeeity stated at amortized cost; any difference betwthe procee
(net of transaction costs) and the maturity amasntecognized in the statement of income over tbgod of the
borrowings using the effective interest method.

For convertible debentures, in which the conversiomponent constitutes an embedded derivative (adequity
whose economic characteristics and risks are ogeb} related to the debentures, the debenturdsitiedly recognize:
as the difference between the total proceeds fasunaince and the fair value of the bifurcated emdxddérivative at tf
date of issuance. Subsequent to initial recognitibe embedded derivative is measured at eachrstateof financie
position date at fair value with changes recogninefthancial income or expenses in the statemémamme, while th
debentures are measured at amortized cost.

Loans from banks, debentures and convertible dabesitare classified as current liabilities untisesCompany has
unconditional right to defer settlement of the lig@p for at least 12 months after the statemenfirdincial position date.

s. Current and deferred income taxes

The tax expense for the period comprises currethtdefierred tax. Tax is recognized in the stateroéimicome, exce|
to the extent that it relates to items recognize®CI or directly in equity. In this case the taxalso recognized in O
or directly in equity, respectively.

The current income tax charge is calculated orb#sis of the tax laws enacted or substantivelytedaat the stateme
of financial position date. Management periodica@isaluates positions taken in tax returns with eespo situations |
which applicable tax regulations are subject teriotetation and establishes provisions where apijatepon the basis
amounts expected to be paid to the tax authorities.

Deferred income tax is recognized, using the ligbihethod, on temporary differences arising betwthe tax bases
assets and liabilities and their carrying amountthe consolidated financial statements. Howeveferded income te
liabilities are not recognized, if they arise framitial recognition of goodwill; deferred incomextés not accounted for
it arises from initial recognition of an assetiabllity in a transaction other than a business lsioation that at the tin
of the transaction affects neither the accountingtaxable profit or loss. Deferred income tax éedmined using t
rates (and laws) that have been enacted or suladiiargnacted by the statement of financial positaate and a
expected to apply when the related deferred indameasset is realized or the deferred income &bilify is settled.

Deferred income tax assets are recognized to ttentthat it is probable that future taxable prgfitl be availabl
against which the temporary differences can beatll
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

t.

Deferred income tax are not provided on temporaifgreénces arising on investments in subsidiaried associate
since the Company controls the timing of the realeo$ the temporary differences and it is probahb the tempora
differences will not reverse in the foreseeablerkeit

Deferred income tax assets and liabilities areedfighen there is a legally enforceable right tsetffcurrent tax ass
against current tax liabilities and the deferrezbme taxes assets and liabilities relate to inctaxes levied by the sal
taxation authority on either the same taxable entit

Employee benefits
1) Retirement benefit obligations

The Company's pension liabilities are generallydkth through payments to insurance companies ote&us
administered funds. The Company has both definadftieand defined contribution plans.

Labor laws and agreements, and the practice oCthrapany, require it to pay retirement benefits ngployee
dismissed or retiring in certain other circumstance

The obligation of the Company to pay retirementdfign is generally treated as a defined benefit ptowever, fa
employees for whom the retirement benefit obligaiscovered by section 14 of the Israel Severance Ray; the
obligation is treated as a defined contributiompks discussed below.

A defined contribution plan is a pension plan undbich the Company pays fixed contributions inteeparate ar
independent entity. The Company has no legal osttactive obligations to pay further contributiaghtghe relevar
fund does not hold sufficient assets to pay an eysa the benefits relating to employee servicénéndurrent ar
prior periods. The contributions are recognizedmaployee benefit expense when they are paid.

The Company's defined benefit obligation is basethe amount of benefits that the relevant emplsyee entitle
to receive upon retirement, which is based on tiveber of years of employment and the employé@st monthl
salary.

The retirement benefit obligation recognized in stetement of financial position is the presentgaf the define
benefit obligation at the statement of financiatition date less the fair value of plan assets. défaned benef
obligation is calculated annually by Ernst & Youlgrael, an independent qualified actuary (hereaftahe
independent qualified actuary) using the projecteitl credit method.

The present value of the defined benefit obligat®determined by discounting the estimated futagh outflow
(after taking into account the expected rate o&ryalncreases and other actuarial assumptions)efgrence t
Israeli Government bonds that have terms to mgtapproximating the terms of the related pensiahiliity.

In accordance with IAS 19 "Employee benefits" tharket yields the Company uses to discount expeftienle

cash flows are based on the interest rates oflistayernmentbonds since the Company's management be
that Israel does not have a deep market for highitgicorporate bonds.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

2)

3)

4)

Actuarial gains and losses arising from experieagjestments and changes in actuarial assumptiensharged (
credited to equity in other comprehensive incomgn@period in which they arise.

Amounts funded for retirement benefits are measatddir value. These funded amounts represenh“gésets’as
defined by IAS 19, and therefore are offset from titirement benefit obligation for statement official positio
presentation.

The Company purchases insurance policies and mdgalantributes to pension / retirement benefitdsrio mee
the pension / retirement obligations. For definedtdbution plans in which the Company has no ferthaymer
obligations once the contributions have been paiel,contributions are recognized as employee beegfiense
when they are paid.

Prepaid contributions are recognized as an asseétextent that a cash refund or a reductionérfikure paymen
is available.

Provision for unutilized sick leave

Pursuant to employment agreements, certain emmogeeentitled to receive payment for a certain memof sicl
leave days per year which are accumulating to éuperiods. Under these said agreements, the Conipa
undertaken to pay each employee, upon retiremertain amounts which depend on the balance of tiwilizec
days and on the cumulative number of sick leavesdag employee has utilized during his employmeitt the
Company.

The provision for unutilized sick leave is based amannual actuarial calculation by the independgmatifiec
actuary: In making such a computation, the actuaayes actuarial assumptions (rates of employeevern future
salary levels etc). The cost of this benefit isoggized using the same method as is used for detmmefi
retirement plans. Actuarial gains and losses aregized in OCI in the period which they arise.

Jubilee grant

Pursuant to employee agreements, certain emplogeeentitled to receive a jubilee grant upon cotigrieot
service of 20, 30 and 35 years.

The statement of financial position includes a Biown in respect of the jubilee grant based onramual actuari
calculation, by the independent qualified actuary.

Vacation and recreation benefits

Every employee is legally entitled to vacation amedreation benefits, both computed on an annuak.bais

entitlement is based on the terms of employmeihie Tompany records a liability and expense for ti@caanc
recreation pay, based on the benefits that have demumulated for each employee.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

5)

6)

7

Share-based payments

The Company operates an equity-settled, shased compensation plan. Under this plan, the @aggrants it
employees stock options at its discretion. Thevalue of the employee services received in exgbdar the grai
of the options is recognized as an expense intdtersent of income with a corresponding creditdouanulate
deficit in equity. The total amount to be expensedr the vesting period is determined by referdndée fair valu
of the options on the date on which they are gthnfé each statement of financial position date, @ompan
revises its estimates of the number of options dnatexpected to vest. It recognizes the impath®frevision ¢
original estimates, if any, in the statement ofome, with a corresponding adjustment to accumuldefetit in
equity.

The consideration received upon exercise of shateres, net of any directly attributable transacticosts, ai
credited to share capital (nominal value) and &t paid in capital.

Profit sharing and bonus plans

The Company recognizes a liability and an expemsebbnuses and profigharing for employees, based ¢
formula that takes into consideration the profitibtitable to the supermarket stores and emplogftes certail
adjustments. The Company recognizes a provisiorrevbentractually obligated or where there is a paattice
that has created a constructive obligation.

Termination benefits

Termination benefits are payable when employmerneérisiinated by the Company before the normal metne
date, or whenever an employee accepts voluntaryndahcy in exchange for these benefits. The Con
recognizes termination benefits when it is dematdyr committed according to a detailed formal plaithout
possibility of withdrawal to either: terminatingettemployment of current employees; or providingnieatior
benefits as a result of an offer made to encouvalyetary redundancy.

Benefits falling due more than 12 months afterstaement of financial position date are discoumbetieir presel
value.

u. Provisions

Provisions for environmental restoration and legaims are recognized when the Company has a présgal o
constructive obligation as a result of a past evierg probable that an outflow of resources Ww# required to settle t
obligation; and the amount can be reliably estighaterovisions are not recognized for future opegabsses.

Where there are a number of similar obligationg likelihood that an outflow will be required foetdement i
determined by considering the class of obligatiassa whole. A provision is recognized even if likelihood of ar
outflow with respect to any one item included ie #ame class of obligations may be low.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

Provisions are measured at present value accotdintanagement's best estimate of the expenditaréreel to settl
the obligation at the statement of financial positilate.

v. Other comprehensive income

Comprehensive income is comprised of net incometferyear and other income and expense items thata take
into account in determining net income and which eonsidered components of other comprehensivamiag Thi
Company's other comprehensive income or loss iterasin respect of fair value adjustments of avégldor sals
financial assets, exchange differences on trapslati foreign operations and actuarial adjustmeht&smployee define
benefit plans.

w. Revenue recognitior

Revenue comprises the fair value of the consideraticeived or receivable for the sale of good&énordinary cours
of the Companys activities. Revenue is shown net of value added teturns, rebates and discounts and
eliminating sales within the Company.

When the Company acts as an agent or an internyedidinout bearing the risks and rewards resultingf the
transaction, revenues are presented on a net basigever, when the Company bears the risks andrdswasulting
from the transaction, revenues are presented 00sa dasis, distinguishing the revenue from theteel expenses.

The Company recognizes revenue when the amoungévainue can be reliably measured. it is probable ftitare
economic benefits will flow to the Company and wtsgrecific criteria have been met for each of then@anys
activities as described below. The amount of reeesunot considered to be reliably measurable afititontingencie
relating to the sale have been resolved. The Comnpases its estimates on past experience, takiogconsideratio
the type of customer, the type of transaction aedspecifics of each arrangement.

1) Sales of goods - retail

Sales of goods are recognized when a productdstsdahe customer. Retail sales are usually paithyacredit carc
by checks or in cash.

Revenue from the sale of gift certificates is defdrand is recognized as income when the gift fizte is
redeemed for the purchase of goods, or when tlediHibod that the customer will redeem the certié¢cdoased c
the Company's experience, becomes remote.

Discounts, including those related to gift cerafies are recognized as a reduction of sales upogm#ion of th
related sales.

Sales of oil products, lubricants and gas (excludjas for domestic use)the sales of fuel is recognized as reve
when supplied to the customer; at the fuel statioasthe time the fueling takes place.

Liguefied Petroleum Gas (hereafter — LPG) for ddinesse —the sales of LPG are recognized as revenu
accordance with the quantities consumed in thertegeriods.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

2)

3)

4)

5)

Sales of good- wholesale
The Company sells a range of products (apparekdwares, infant products and toys) in the wholesalket.

Sales of goods are recognized when the productsigieered to the wholesaler. The criteria for dety are
satisfied when the products have been shippedetsphcified location, the risks of obsolescencelasslhave bet
transferred to the wholesaler, and either the wdadde has accepted the products in accordance thatisale
contract, theacceptance provisions have lapsed, or the Compasyobjective evidence that all criteria
acceptance have been satisfied.

Sales are recorded based on the price specifitgbinales contract, net of estimated volume distsso@turns at tt
time of sale. No element of financing is deemed@ne as the sales are made under normal credis terhich ar
consistent with market conditions.

Sales of oil products, lubricants and gas are neiced at the date of supply to the customer.
Rental revenu

The Company’s lease agreements are “led%e agreements, which require the tenants talbgyoperty relate
expenses. The rental revenue is recognized aaiglstline basis over the rent period.

Club member awards and loyalty progre

Club members participating in the Company's prograne entitled to earn benefits upon purchasingigoahict
can be utilized over a specific term to receivdaiprfree gifts or discounts on products or recaiggain produc
sold by the Company free of charge.

The Company applies IFRIC 13: "Customer Loyalty gpamnmes"” as from the transition date to IFRS,
accordingly defers revenue from such sales reptiegethe fair value of such benefits. The attriloufair value
takes into account management estimates of awaatisvill expire unexercised. The deferred revesutcognize
in income (carried to sales) when the award is@sed by the customer.

Revenue from sales of apartme

Revenue from the sale of residential apartmentseigsured according to the fair value of the comatdm receive
or receivable. The Company recognizes the reverluenwhe significant risks and rewards of ownerdiape
passed to the buyer the receipt of the consider&iexpected and can be reliably measured. Revieomethe sal
of apartments is generally recognized when thetagants have been substantially constructed, actdptethe
customer and the full amount resulting from the sajreement was paid by the buyer.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

X.

Finance income and expense

Finance income comprises interest income on fundssied, dividend income, net gains from changekarfair valu
of financial assets measured at fair value througtfit or loss, net gains from marketable secuwsijti®reign currenc
gains, and net gains from changes in the fair valuderivative instruments that are recognizedhie statement
income. Interest income is recognized as it accusag the effective interest method. The net §&@im changes in tt
fair value of financial assets measured at fain@ahrough profit or loss includes interest dergvirom such assets.
Finance expense comprises interest expense on leegised and debentures issued, changes in the wéla liability
in respect of a put option to the noantrolling interests in a subsidiary, net lossesnf changes in the fair value
financial assets measured at fair value througliitpoo loss, foreign currency losses, financing exges paid und
finance leases and net losses from changes inathedlue of other derivative instruments. All bmsing costs ai
recognized in the statement of income using thecéffe interest method.

y. Advertising costs

Z.

Advertising costs are expensed as incurred. Reiselouents from suppliers in respect of specific jadvertising
campaigns are recognized as a reduction of thests, ¢o accordance with the terms of specific agerd.

Leases

Leases in which a significant portion of the rigked rewards of ownership are retained by the leasoclassified ¢
operating leases. Payments made under operatisgsl€net of any incentives received from the l§ssa charged
the statement of income on a straight-line basés the period of the lease.

Land held under an operating lease is classifiadl aatounted for as investment property when th@egitg woulc
otherwise meet the definition of investment propehh such case, the operating lease is accountedsf if it were
finance lease.

Leases of property where the Company has subdtaratibthe risks and rewards of ownership are siffed as financ
leases. Finance leases are capitalized at thedeammmencement at the lower of the fair valuehefleased propel
and the present value of the minimum lease payments

For retroactive application, see also note ad.1.

aa. Dividend distribution

A dividend distribution to the Company's sharehdde recognized as a liability in the Companfihancial statemer
in the period in which the dividends are approvedhe Company’s Board of Directors.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

ab. Earnings per share

Basic earnings per share are calculated by divithiegnet income attributable to equity holdershaf Company by tt
weighted-average number of Ordinary shares outstgritiring the period.

Diluted earnings per share are calculated by d@dmshe net income attributable to equity holdershe Company ar
the weightedaverage number of outstanding Ordinary shareshereffect of all potential Ordinary shares that
dilutive including share options granted to empkxse

ac. Reclassifications

In accordance with the amendments to IAS 7 (Stat¢wfecash flows) consequential to the revisiohA® 27 (Consolidate
and separate financial statements), cash flowsnglto the investment in and proceeds from rettireof investments in
subsidiaries without loss of control have beenassified to cash flows from financing activitiesie cash flow statements.

ad. New and Amended IFRS and Interpretations

1.

New International Financial Reporting Standards, Anendments to Standards and New interpretations
The following amendment to standard is mandatoryte first time for the financial year beginnirgndiary 1, 201C
Adoption of amendment to IAS 17 "Leases"

The amendment to IAS 17 "Leases" (hereaftekS-17) represents part of the annual improvemeajept of the IASE
which was published in April 2009. The amendmemiceés the specific directives relating to the dfasation of lanc
leases, by canceling the inconsistency with theeg@ndirectives for classifying leases. Under tieeadment, tt
unequivocal determination included in the pastAs 117, under which a lease of land in which the emship is nc
expected to be transferred to the lessee at theftite lease period will be classified as operptegase was omitte
Under the amendment, the Company will assess tit dissification as financial lease or operatiegsé under tl
general directives in IAS 17 for classifying leasg@fie amendment is applicable retroactively for uatnperiod
beginning January 1, 2010 or thereafter. The Compplies the above amendment to IAS 17 effecieuary
2010 retroactively.

As a result of the application of the amendmenpuamts paid in respect of leased land that weresified in the past :
operating leases and thus were presented as prepaéhses, were reclassified as finance leases@uatdingly ar
included within the property and equipment, net.

As a result of the retroactive application, thepaid expenses balances as of December 31, 2002G0%® wer
decreased by NIS 192,426 and NIS 193,228 thousaspectively, and the property and equipment bakarveer
increased by NIS 198,393 and NIS 199,196 thousasghectively. The balances of NIS 3,915 thousamtiNii$ 97¢
thousand, resulting from a change in the computadiothe annual expenses were carried to accuntutdgéicit an
non-controlling interests, respectively. The effecttbe net income for the years ended December 318 286 200¢
was immaterial.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

For amendments in accounting policies for busitessbinations from January 1, 2010 see also nabdive.

2. The following new standard and amendments to stdsdaave been issued, but are not effective foffitlancial yea

a)

b)

beginning January 1, 2010 and have not been edolptad:

IFRS 9, "Financial Instruments”. On October 28, 20he IASB reissued IFRS 9 as part of its projeateplace 1A!
39 Financial Instruments: Recognition and Measuremi&RS 9 introduces new requirements for clagsifyanc
measuring financial assets and financial liabgitikat must be applied starting January 1, 2018y early adoptio
permitted. The IASB intends to expand IFRS 9 to add requirements for derecognition of financiatioments
impairment, and hedge accounting. IFRS 9 dividedirancial assets that are currently in the scopeAS 39 intc
two classifications +those measured at amortised cost and those measui@d value. Classification is made at
time the financial asset isitially recognised, namely when the entity becsragparty to the contractual provision
the instrument. A debt instrument that meets thiewiing two conditions can be measured at amortisest (net ¢
any write down for impairment): the objective oétantity's business model is to hold the finanagalet to collect tl
contractual cash flows and the contractual ternth®financial asset give rise on specified datesash flows that a
solely payments of principal and interest on thiegdpal outstanding. All other debt instruments s measured
fair value through profit or los:

Further, embedded derivatives that under IAS 39levbave been separately accounted for at fair vildraugh profi
and loss because they were not closely relatetigdimancial host asset will no longer be separalestead, th
contractual cash flows of the financial asset asessed in their entirety, and the asset as a vidateasured at f
value through profit and loss if any of its casbwis do not represent payments of principal andréste Also al
equity investments in scope of IFRS 9 are to besomeal at fair value in the statement of financ@gipon, with valu
changes recognised in the statement of income pefaethose equity investments for which the gnlias elected
report value changes in OCI. IFRS 9 maintains thstiag amortised cost measurement for most liabd]j limiting
change to those liabilities measured by the isatifair value.

The Company is currently assessing the potentietef of application of IFRS 9 on its financialtstaents.

Amendment to IAS 1- Income taxe:

IAS 12 requires an entity to measure deferred &ating to an asset depending on whether the eetipects t
recover the carrying amount of the asset throughanssale. The amendment introduces the presumptioich cal
be broken, that recovery of the carrying amountaofinvestment property, whether acquired outrighinothe
framework of a business combination, will be thdowgle rather than through use. The amendmentSolAwill be
applicable to annual periods starting on or aféeuary 1, 2012. Early adoption is allowed.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

The Company intends to adopt the amendment staktingary 1, 2012. The adoption of the amendmeamitiexpecte
to have a material effect on the Company's findrst&ements.

¢) The following new standards and amendments to atdschave been issued in May and June 2011, aeffeotive fo
the financial year beginning January 1, 2010, #ectve for annual periods beginning on or aftendary 1, 2013, au
have not been early adopt¢

1. IFRS 10- Consolidated financial statemel

This standard builds on existing principles by iifging the concept of control as the determiniagtbr in whether ¢
entity should be included within the consolidatétaficial statements. The standard provides additignidance t
assist in determining control where this is difftdo assess.

2. IFRS 11- Joint arrangemen

This standard provides for a more realistic reftecbf joint arrangements by focusing on the rigdutsl obligations «
the arrangement, rather than its legal form. Tlheeetwo types of joint arrangements: joint operaiand joint venture
Joint operations arise where a joint operator s to the assets and obligations relating tcath@ngement and her
accounts for its interest in assets, liabilitiesjenue and expenses. Joint ventures arise whejaitheperator has rigr
to the net assets of the arrangement and hencéespghe equity accounting method for its interé&ioportions
consolidation of joint ventures is no longer allave

3. IFRS 12- Disclosure of interest in other entiti

This standard includes the disclosure requiremdatsall forms of interests in other entities, inding joint
arrangements, associates, special purpose vehittksther off balance sheet vehicles.

4. |AS 27 (revised- Separate financial stateme

This standard includes the provisions on sepanag@dial statements that are left after the congrolisions of IA¢
27 have been included in the new IFRS 10.

5. IAS 28 (revised- Investments in associates and joint vent

This standard includes the requirements for joerttures, as well as associates, to be equity atetdiollowinc
the issue of IFRS 11.

6. IFRS 13- Fair value measureme
This standard aims to improve consistency and edomplexity by providing a precise definition afrfvalue an
a single source of fair value measurement andatiscé requirements for use across IFRSs. The mgairts d

not extend the use of fair value accounting buvid® guidance on how it should be applied whereses is alreac
required or permitted by other standards within $5F
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):
7. 1AS 19- Employee benefit

The IASB has issued an amendment to IAS 19 — Enegldenefits -which makes changes to the recognition
measurement of defined benefit pension expenseeamination benefits and to disclosures for all Eapee benefits.

The Company is currently assessing the potentiattsf of application of these new standards andathendments
existing standards on its financial statementshéfstandards / amendments to standards in itetms Xinclusive) ar
early adopted, they have to be adopted together.

NOTE 3 — FINANCIAL RISK MANAGEMENT AND FINANCIAL IN STRUMENTS:
a. Financial risk factors

The Companys activities expose it to a variety of financialks: market risk (including currency risk, fair walinteres
rate risk, cash flow interest rate risk and pricgk); credit risk and liquidity risk. The Compasyoverall risl
management program focuses on the unpredictalfitiinancial markets and seeks to minimize potérdidvers:
effects on the Comparg/financial performance. The Company uses derigdihancial instruments in order to parti
hedge certain risk exposures.

The board of directors and senior management ofCthiapany are responsible for determining and sugiagy the
financial risk management fundamentals of eachtyeiri accordance with each entitiy's business #igsy financia
structure and the relevant market conditions.

Risk management is carried out by the chief finalnafficer and treasury department of each entégedl on policie
approved by the board of directors. Treasury idiestievaluates ankiedges financial risks in close cooperation wik
Company'’s operating units. The boarddifectors provides principles for overall risk mgament, covering speci
areas, such as interest rate risk, credit riskgidor exchange risk, use of derivative financiatrimments and non-
derivative financial instruments, raising long-tedebt and investment of excess liquidity.

(1) Market risk

(@) Price risk

The Company is exposed to price risk in respedtsafhvestments in debt securities that are clesbiis available fi
sale or at fair value through profit or loss. Tormage its price risk arising from investments in tdeécurities, th

Company diversifies its portfolio in accordancehntite pre-defined limits set by the Company.

The Company invests in Israeli Government debtritiesi and debt securities of entities that areliplybtraded on th
Tel Aviv stock exchange that have a minimum ratfid\+ at the date of investment.
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NOTE 3 — FINANCIAL RISK MANAGEMENT AND FINANCIAL IN  STRUMENTS (continued):

The table below summarizes the impact on the Cogipgrostiax profit for the year and on Comprehensive incaf
an increase/decrease of 5% in the market prickeoinvestments. The analysis is based on the assumpat all othe
variables are held constant.

Year ended December 3.
2008 2009 2010 2008 2009 2010
NIS in millions

Impact on Impact on
post-tax profit Comprehensive income
Government bond - - - 2.7 4.1 3.3
Corporate bond 0.t 0.2 3.t 3.5 2.9 7.2
Equity securities - 1.C 1.C - 1.0 2.1
0.5 1.2 4.5 6.2 8.0 12.€

Posttax profit for the year would increase/decrease essult of gains/losses on debt or equity seesritlassified as
fair value through profit or loss. Comprehensiveoime would increase/decrease as a result of gasss8 on debt
equity securities classified as available for sadd securities classified as fair value throughipand loss.

(b) Foreign currency risk

Most of the operating units comprising the Compargydomiciled and operate in Israel. Some of thwés import pai
of their inventories and raw materials. Those uaits exposed to foreign currency risk arising pritpavith respect t
the US dollar. Some units use forward currencytreats in order to hedge part of the foreign curyemsk. In additior
certain of Dor Alon's suppliers provide it with dieand hold related deposits which are linkedhte éxchange rate
the U.S. dollar.

At December 31, 2009 and 2008, for the years thelee and for the period from January 1, 2010 twtat 3, 2010 tr
Company did not have any substantial financialrimeent balances in foreign currencies and, thegetbe Company’
net exposure to foreign exchange risk was immateria

One of the Company's subsidiaries signed a rergeagent which is fixed in Swiss Franc (CHF). Thiseagner
includes an embedded foreign currency derivativielvis measured at each reporting date at fairevalu

At December 31, 2010 if the currency had weakesteztigthened by 5% against the CHF with all otlzerables held
constant, post-tax profit for the year would haeemNIS 1.3 million higher / lower (2009: NIS 1.3lron, 2008: NIS
1.8 million).

If the NIS had strengthened / weakened by 5% agtirdJ.S. dollar with all the other variables hetuhstant, the post-
tax profit would have been NIS 9.1 million highdower.
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NOTE 3 — FINANCIAL RISK MANAGEMENT AND FINANCIAL IN  STRUMENTS (continued):
(c) CPIrisk

As at December 31, 2010, the net excess of finhhaldlities over financial assets linked to thélOwvas NIS 3,11
million (2009: NIS 1,633 million). As at Decemb@t, 2010 the Company had forward contracts forteonal amour
of NIS 287 million in order to partially hedge tlx#I risk. These forward contracts are not accoufdedising hedg
accounting.

At December 31, 2010 if the CPI had increasedf&sesed by 2% with all other variables held constamsttax profit
for the year would have decreased/increased byRI% million (2009: NIS 20.2 million, 2008: NIS B3million).

(d) Cash flow and fair value interest rate risk

Borrowings issued at variable rates expose the @ompo cash flow interest rate risk. Borrowingsiess at fixed rate
expose the Company to fair value interest rate AskDecember 31, 2010 if interest rates on bormrgsihad been 2
(200 basis points) higher/lower with all other @dles held constant, pasix profit for the year would have been |
19.3 million (2009: NIS 0.1 million) lower/highemainly as a result of higher/lower interest expeosdloating rat
borrowings.

The Company’s investments in debt securities egriired rates of interest and sheetm deposits expose |
Company to fair value interest rate risk. At Debem31, 2010 if interest rates had been 5% higheeft with all the
other variables held constant other componentsqaftye would have been NIS 7 million (2009: NIS @dllion)
lower/higher mainly as result of the decrease/iaseein the fair value of these debt securitiessiflad as available fi
sale.

(2) Credit risk

Credit risk is managed separately by each of theng@my's operating units. Credit risk arises fromshcand cas
equivalents, securities, short term deposits wathkis as well as credit exposure to retail and vdadéecustomers.

Cash and cash equivalents, deposits and secuaiganaintained with major banking institutions sralel.

The Company's investments include Israeli Goverrindebt securities and debt securities of entities are publicl
traded on the Tel Aviv Stock Exchange and that reaweinimum rating of A+ at the date of investmeXtcording tc
the Company's investment policy, there are no Sggmit concentrations of credit risk in respecirofestments in de
securities.

Sales to retail customers are collected principétisough use of major credit cards, pdated checks (partia
guaranteed by credit insurance) or cash. Saledqtdesale and business customers are made on témredd of up t
120 days.

Sales of gift certificates are made on terms oflitiaf up to 120 days to a large number of différemntities.
Sales to wholesale customers are mainly made wmbepted market credit terms. The credit qualitgadh wholesa
customer is assessed. The Company's customersivamsified and the risk of credit concentrationismaterial

Individual risk limits are set based on interndlmgs that take into consideration the customériancial position, crec
history and other factors.
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NOTE 3 — FINANCIAL RISK MANAGEMENT AND FINANCIAL IN  STRUMENTS (continued):

Where relevant, a credit committee consisting amotingrs the general manager and the finance direcé®ts t
discuss the credit risks to the Company.

The provision for doubtful debts is updated ongutar basis based on the advice of the credit cotaejiexternal leg
advisers and the Company's policy.

In the commercial and fueling segment there isgel@ustomer that made up 7% of total sales of Aon during the
year 2010. Dor Alon assesses the debts of its metomers according to its history with those cugics.

Dor Alon requests collateral from some of its castos and or the recipients of loans in accordarite wanagement
credit risk assessment and does not anticipatieuifes in collecting the debts.

(3) Liquidity risk

Prudent liquidity risk management implies maintagisufficient cash and marketable securities, teilability of
funding through anadequate amount of committeditcfadilities and the ability to close out markedsitions. Due t
the dynamic nature of the underlying businessesCibimpany's operating units maintain flexibilityfimding by use ¢
credit facilities.

Management monitors rolling forecasts of the Comypatiquidity reserve (comprised of borrowing fa¢dg and cas
and cash equivalents) on the basis of expectedfltag$r This is generally carried out at corporateel. These reserv
vary by location to take into account the liquidity the market in which the Company operates. Iditamh, the
Companys liquidity management policy involves projectingsh flows and considering the necessary levelqefid
assets, monitoring statement of financial posiliguidity requirements, and maintaining debt fingagcplans.

The table below analyses the Companfihancial liabilities into relevant maturity gnomgs based on the remain
period at the date of the statement of financiaitpm to the contractual maturity date. The ameutisclosed in tf
table are the contractual undiscounted cash flolwgerefore, these amounts will not reconcile toagheunts disclost
in the statement of financial position except fafdmces due within 12 months which equal theiry@iagramounts as tl
impact of discounting is not material.

The table does not include the liabilities for @iarg leases, and the related embedded derivatbosdractual cas
flows for operating leases are presented in note 8hsh flows relating to the conversion comporantonvertible
debentures are included in the maturities of tHeedtures above.

The liability in respect of customers' depositpriesented in current liabilities at their full valuAccording to Compai
management, the repayment of these liabilitie®ierpected within the next five years.
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Dor Alon signed an agreement with the controllimgurgholder of Blue Square under which it can depobbrrow
monies on orcall terms of up to NIS 50 million at any one time a basis linked to the Israeli CPI at interettga
prime less 1.25%. The agreement is unlimited iratlon and each party can cancel it by giving thimeaths notice.

On January 6, 2011 the parties signed a new agraenrea period of five years for amounts of upN\its 150 millior
with similar terms.

December 31, 201!
Between 1 Between 2

Less than and 2 and 5 Over 5
1 Year Years Years Years Total
NIS in thousand
Credit and loans from banks and oth 475,59¢ - - - 475,59¢
Trade payable 1,342,76. - - - 1,342,76.
Other payable 526,82: - - - 526,82.
Bank and other loar 371,95¢ 445,32: 522,34 662,81: 2,002,43i
Debentures and convertible debentt 302,06¢ 301,72 1,610,70! 834,68t 3,049,18I
Other long-term payables 4,207 - - 30,40¢ 34,61:
Total 3,023,41! 747,04 2,133,04. 1,527,90! 7,431,40!
December 31, 2009
Between 1 Between 2
Less than and 2 and 5 Over 5
1 Year Years Years Years Total
NIS in thousand
Trade payable 915,84! - - - 915,84!
Other payable *459,24¢ - - - 459,24¢
Bank loans 307,69 142,63¢ 258,36: 341,75. 1,050,44
Debentures and convertible debentt 150,02! 106,74 882,40¢ 752,24« 1,891,42.
Other long-term payables 4,561 10,91 - *- 15,47¢
Total 1,837,37. 260,30( 1,140,771 1,093,99 4,332,43!

*Retroaction application, see not 2ac
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b.

C.

Capital risk management

The Companys objectives in managing capital are to providarret for shareholders and benefits for other stalkieins
and to maintain an optimal capital structure taucedthe cost of capital and to meet its finanaialenants.

In order to maintain or adjust the capital struefuthe Company may adjust the amount of dividendis fc
shareholders, return capital to shareholders, issueshares or sell assets to reduce debt.

Consistent with others in the industry, the Compargnitors capital on the basis of the gearing rafibis ratio i
calculated as net debt to EBITDA. Net debt is dalmd as total borrowings (including ‘current andngurren
borrowings’as shown in the consolidated statement of finammaltion) less cash and cash equivalents and btjugd
financial assets. This ratio is a n@RAAP figure not determined in IFRS and its defimitiand calculation may ve
from one Company to another. The Company consitiésgatio to be an important measure for investamalysts ar
rating agencies.

The dividend in 2010 was declared after the Bo&rdicectors decided on January 14, 2010, in viewhefchanges al
development of the Company since 2003 that the wtinet financial obligations to EBITDA is to balculated b
deducting from the net financial obligations then@any's debt which is related by the Company tb estate that
not in use by the Company. The Board of Directamshir resolved that the net debt to EBITDA ratio flividenc
distribution will not exceed 4.5.

The debentures of Blue Square are rated Al by Migireee note 19.

Fair value estimation

The table below analyzes financial instrumentsiedrat fair value, by valuation method. The diffarievels have be:
defined as follows:
Quoted prices (unadjusted) in active markets feniital assets or liabilities (level :
Inputs other than quoted prices included withirelel that are observable for the asset or liabiéither directly (ths
is, as prices) or indirectly (that is, derived frpnices) (level 2)
Inputs for the asset or liability that are not lthea observable market data (that is, unobseniaplés) (level 3)
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NOTE 3 — FINANCIAL RISK MANAGEMENT AND FINANCIAL IN  STRUMENTS (continued):
The following tables present the Company’s assatidiabilities that are measured at fair value at@nber 31, 2010 and 2009.

December 31, 201! Level 1 Level 2 Level 3 Total balance
NIS in thousands
Assets:
Financial assets at fair value through profit @sh
Corporate bond 66,91¢ - - 66,91¢
Goverment Bond 27,44° - - 27,44°
Diners optior - - 53,36 53,36
Investment in equity securitie- property compan - - 29,00( 29,00(
Embedded derivative - 2,711 - 2,711
Available-for-sale financial asset
Goverment Bond 111,93: - - 111,93«
Corporate Bond 74,93’ - - 74,931
Investment in equity securities - gas exploratiompanies 4,54¢ 25,77¢ - 30,325
Total assets 285,78! 28,49( 82,36 396,64
Liabilities:
Embedded derivative and derivati\ - 9,157 - 9,151
Conversion component embedded in convertible debes - 9,011 - 9,011
Forward contracts over exchange rate - 7,70( - 7,70C
Total liabilities - 25,86 - 25,86
December 31, 200! Level 1 Level 2 Level 3 Total balance
NIS in thousands
Assets:
Financial assets at fair value through profit @sh
Corporate bond 4,73: - - 4,73:
Forwards contracts over Israeli C - 9,69( - 9,69(
Diners optior - - 12,26¢ 12,26¢
Embedded derivatives in rent agreem - 42F - 42¢
Equity securitie: - - 25,00( 25,00(
Available-for-sale financial asset
Goverment Bond 110,88« - - 110,88«
Corporate Bonds 72,29t - - 72,29t
Total assets 187,91. 10,11¢ 37,26¢ 235,29;
Liabilities:
Embedded derivative
Conversion component embedded in convertible debes - 11,89¢ - 11,89¢
Rent agreements - 7,591 - 7,591

Total liabilities - 19,48¢ - 19,48¢
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The fair value of financial instruments traded ative markets is based on quoted market priceseastiatement of position date
market is regarded as active if quoted prices aaglity and regularly available from an exchangelete broker, industry gro
pricing service, or regulatory agency, and thoseeprrepresent actual and regularly occurring ntarkesactions on an armlengtt
basis. The quoted market price used for financiaets held by the Company is the closing markeepiThese instruments .
included in level 1. Instruments included in letetomprise primarily investments in Israeli Goveamndebt securities and debt
equity securities of entities that are publiclydled on the Tel Aviv Stock Exchange. These instrumare classified as available-for-
sale or fair value through profit or loss. The featue of financial instruments that are not tragedn active market is determined
usingvaluation techniques. These valuation techniquesimise the use of observable market data where available and rely
little as possible on entity specific estimateallfsignificant inputs required to fair value arstrument are observable, the instrur

is included in level 2.

If one or more of the significant inputs is not &&®n observable market data, the instrument iaded in level 3.

Specific valuation techniques used to value finalnoistruments include:

= Quoted market prices or dealer quotes for similatruments
= The fair value of forward contracts over the Isr&P| are calculated as the present value of thimeted future cas
flows based on observable yield curv
» The fair value of forward foreign exchange contaist determined using forward exchange rates astdtement ¢
financial position date, with the resulting valusadunted back to present val
= For the Diners option the fair value was determined based on a binonviallation model, which takes into accc
Diners Israel's expected profits, earnings mulgiecompanies in Israel in this field of operai@nd costs of recruitil
and maintaining credit card users. See also nofec8hmitments, for a transaction after the stateneérfinancia
position date
= For the equity securities which includes an investmin a property company and an investment in eggdoratior
companies
a. The valuation of the property company is basecdherfdllowing:
1. Current transaction values of nearby resideatidl commercial properties;
2. The assumption for variables such as the digo@ie, the liquidity spread, occupancy rateshoipping centel
and inflation rates of apartment prices we usehtae other real estate properties as adaptedhéosgecific natu
of this real estate property as well as an estiroithe related expected cash flows such as thiegelalue of th:
asset and the date the sale is expected to ocualr; a
3. The tax rates applicable to the income genetatdtie investee.
b. The valuation of the gas exploration comparsgzaitly listed and is partly unlisted. Thalue of the unlisted shar
which makes up a small minority share in an erttigt is involved in the exploration of gas in Idreebased on tt
share price of the majority holding of the entitatis listed on the Tel Aviv stock exchange.
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The following table presents the changes in levies&uments for the years ended December 31, 26d®009.

Investment in
equity securities Diners option Total

Year ended December 31, 2010 NIS in thousands

Opening balanc 25,00( 12,26¢ 37,26¢
Acquisition of subsidiary consolidated for the fitisne - 6,66¢ 6,66¢
Gains recognized in the statement of income 4,00( 34,43: 38,43:
Closing balance 29,00( 53,367 82,36
Total gains for the year included in the statenoéimcome *5,00C 34,43: 39,43:

* Including dividends of NIS 1,000 thousand.

Investment in
equity securities Diners option Total

Year ended December 31, 20C NIS in thousands

Opening balanc 15,00( 4,70( 19,70(
Gains and losses recognized in profit or loss 10,00( 7,56¢€ 17,56¢
Closing balance 25,00( 12,26¢ 37,26¢
Total gains for the year included in the statenodimcome 10,00( 7,56¢€ 17,56¢
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d. Financial Instruments by category

Cash and cash equivalel

Short term bank deposi

Investment in securitie

Trade receivable

Other receivables excluding prepayments and ¢
Loans receivabl

Other lon¢-term receivable

Non-current derivative financial instruments

Total

Credit and loans from banks and otf
Trade payable

Other account payables and accrued expe
Customer's deposi

Bank and other loar

Convertible debenture

Conversion component embedded in convertible debes

Debenture:
Derivatives financial instrumen
Other liabilities

Total

NOTE 3 — FINANCIAL RISK MANAGEMENT AND FINANCIAL IN  STRUMENTS (continued):

December 31, 2010

Assets al
fair value
through
Loans and profit or Available
Receivable: loss for sale Total
NIS in thousands
125,95¢ - - 125,95t¢
98,08¢ - - 98,08¢
- 123,36t 217,19¢ 340,56¢
1,731,74 - - 1,731,74
103,44 - - 103,44
186,74 - - 186,74
24,52: - - 24,52;
- 56,07¢ - 56,07¢

2,270,49: 179,44 217,19¢ 2,667,13

December 31, 201I

Other
financial Liabilities at
liabilities at fair value
amortized  through the

cost profit or loss Total
NIS in thousands

470,28: - 470,28:
1,342,76: - 1,342,76.
551,05! - 551,05!
30,40¢ - 30,40¢
1,696,92! - 1,696,92!
180,76 - 180,76
- 9,011 9,011
2,313,88 - 2,313,88
- 16,85: 16,85
8,141 - 8,141

6,594,22i 25,86: 6,620,09!
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NOTE 3 - FINANCIAL RISK MANAGEMENT AND FINANCIAL IN STRUMENTS (continued):
d. Financial Instruments by category(continued)

December 31, 200!

Assets al
fair value
through the
Loansand  profit or Available
Receivable loss for sale Total
NIS in thousands
Cash and cash equivalel 612,22° - - 612,22
Short term bank deposi 67 - - 67
Investment in securitie - 29,73: 183,17¢ 212,91.
Trade receivable 809,78 - - 809,78:
Other receivables excluding prepayments and ¢ 55,82: - - 55,82:
Derivative financial instruments (Forward Contrau - 9,69( - 9,69(
Loans to associatt 2,094 - - 2,09/
Other lon¢-term receivable 1,12¢ - - 1,12¢
Non-current derivative financial instruments - 12,69 - 12,69
Total 1,481,11! 52,11« 183,17¢ 1,716,41.

December 31, 200!
Other
financial Liabilities at
liabilities at  fair value
amortized through the
cost profit orloss  Total

NIS in thousands

Credit and loans from banks and ott 143,08t - 143,08t
Trade payable 917,58! - 917,58
Other account payables and accrued expe 456,05: - 456,05«
Bank loans 728,23: - 728,23
Convertible debenture 130,12¢ - 130,12¢
Conversion component embedded in convertible debes - 11,89¢ 11,89¢
Debenture:! 1,327,98! - 1,327,98
Derivatives financial instrumen - 7,591 7,591
Other liabilities *17,171 - *17,171
Total 3,720,23i 19,48¢ 3,739,72

* Retroactive application — see note 2 ad.1
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NOTE 3 - FINANCIAL RISK MANAGEMENT AND FINANCIAL IN STRUMENTS (continued):
e.  Credit quality of financial assets

The credit quality of financial assets that arethe@i past due nor impaired can be assessed bgmeterto the intern
composition based on historical information thag haen accumulated in the Company's entities tieeyears, as follows:

December 31
2009 2010
NIS in thousands

Trade receivables

Balances with related party (note ! 58,47¢ -
Credit cards 545,77( 749,67
Insured checks receivable 54,59( 46,83
Checks receivable 85,27¢ 136,08
Open accounts 44,05: 669,51.

788,16° 1,602,11.

* The Company and some of the Company's subsidianesengaged with credit check companies to fulleine
payments of checks that have been approved byréuit check company, even if no cover is availailéhe indicate
time of presentatior

Cash and cash equivalents and short term bank depits

Most of the Company's Cash and cash equivalentsshod term deposit at December 31, 2010 were deplowith majo
Israeli banks.

Available-for-sale debt securities

As described above, most of the Company's invedsnare publicly traded on the TAlkiv Stock Exchange and ¢
independently rated with a minimum A+ at the ddtameestment.

The balances are presented at fair value; whercaple, as a result of impairments, balances wramsferred from equity
the statements of income.

The maximum exposure to credit risk at the repgrtiate is the carrying value of the financial aspeesented in the statenr
of financial position.
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f. Composition of financial instrument balanes:

1. The currency exposure of the Company's monetastassd liabilities and equity instruments andrtfesr values are

follows:
December 31, 201
NIS
linked NIS Other Fair
to CPI unlinked US Dollar currencies Other(*) Total value
NIS in thousands

Assets:
Cash and cash equivalel - 120,82( 4,84: 292 - 125,95¢ *x
Short term bank depos 111 37,09: 60,88( - - 98,08¢ *x
Investment in securitie 146,90: 132,50: 1,78C - 59,38( 340,56 bl
Trade receivable - 1,725,46. 6,28: - - 1,731,74 *x
Other accounts receivabl 2,13: 100,71¢ 591 - - 103,44 *x
Income taxes receivab 64,094 - - - - 64,094 *x
Loans receivabl 81,07¢ 52,58 53,07¢ - - 186,74 179,28°
Derivative financial

instruments - - 2,711 - 53,361 56,07¢ *x
Other long-term receivable 2,094 22,42¢ - - - 24,52 *x

Total assets 296,41( 2,191,61. 130,16¢ 292 112,74° 2,731,22! B
Liabilities:
Credit and loans from ban

and other - 470,28 - - - 470,28:¢ *x
Trade payable - 1,048,65! 293,74: 37C - 1,342,76:. e
Other accounts payable ai

accrued expenst 31,38¢ 513,14( 6,52¢ - - 551,05¢ *x
Customer's deposi 30,40¢ - - - - 30,40¢ *x
Income tax payable 7,431 - - - - 7,431 *x
Provisions 37,80( 23,91« - - - 61,71« *x
Loans 1,020,23! 676,69: - - - 1,696,93! 1,690,89.
Debenture: 2,083,45i 230,42¢ - - - 2,313,88 2,479,22:
Convertible debenture 189,77! - - - - 189,77! 201,03(
Other lon¢-term liabilities 7,63¢€ 50t - - - 8,141 *x
Derivative financial

instruments - - 10,25( 6,601 - 16,85 bl
Total liabilities 3,408,13I 2,963,61. 310,52: 6,971 - 6,689,23!

(*) Financial instrument that are not monetary &sse

(**) The fair value of these monetary balancesssally identical or close to their carrying value.
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NOTE 3 — FINANCIAL RISK MANAGEMENT AND FINANCIAL IN  STRUMENTS (continued):

2. Changes in the exchange rates of the US dollatrentsraeli CPI, in the reported periods are dsvid:

Exchange rate of the Israel known Israel actual
Year US dollar CPI (1) CPI (2)
% % %
2010 (6) 2.3 2.7
2009 0.7 3.8 3.6

(1) Calculated based on published CPI date (througrehder of end yea
(2) Calculated based on actual CPI date (through Deeenf end year

NOTE 4 - CRITICAL ACCOUNTING ESTIMATES AND JUDGEMEN TS:

Estimates and judgments are continually evaluated,are based on historical experience and otbtarf including expectatio
of future events that are believed to be reasonadibgible under the circumstances.

The Company makes estimates and assumptions camgdahe future. The resulting accounting estimatéls by definition,
seldom equal the related actual results. The astsnand assumptions that have a significant fislaasing a material adjustm
to the carrying amounts of assets and liabilitighiw the next financial year are addressed below.

1)

Impairment of non financial asse

In accordance with the accounting policy statedidte 2, the Company reviews at each statemennahéial position da
whether any events have occurred or changes inmBtances have taken place, which might indicadetttere has been
impairment of property and equipment and identl§amtangibles. When such indicators of impairmar¢ present, tl
Company evaluates whether the carrying value ofaiget in the Company's accounts can be recoveyedthe cash flow
anticipated from that asset, and, if necessargrdscan impairment provision to adjust the carrnyangount to the recoveral
amount.

The recoverable amount of an asset is the highan @fsset's fair value less cost to sell and itsevia use. These calculatic
require the use of estimates.

In accordance with the accounting policy stateddte 2, the Company tests at least annually whethedwill and indefinit
life intangible assets have been impaired. Thewe@dle amount of the cagienerating unit (CGU) to which goodwill t
been allocated is determined based on valugsinealculations. These calculations require tieeofi®stimates. See note 8
details of key assumptions.
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NOTE 4 — CRITICAL ACCOUNTING ESTIMATES AND JUDGEMEN TS (continued):

2)

3)

Referring to goodwill (as allocated to the CGUse sbove), the Company performed a sensitivity aisljor the ke
assumption used in its annual goodwill impairmesst tand determined that an increase in thetgxadiscount rate of 0.5
would result in the estimated recoverable amourthefLeisure CGU falling below its carrying amotnyt an additional NI
3.9 million.

The Company's management believes that the Le{3Gié is at risk of goodwill impairment in case fhetax discount rat
will increase by 0.5%.

The recoverable amounts of the other CGUs are antistly higher than the carrying value.

Referring to property and equipment in the Supeketasegment, if the discount rate had been diftetsn0.5% fron
management's estimate the carrying value of prperd equipment would be NIS 239 thousand loweXI& 197 thousar
higher.

If the growth rate had been different by 0.5% frovanagement's estimate the carrying value of prpgerd equipment wou
be NIS 1.0 million lower or NIS 1.1 million higher.

Change in fair value of investment prope

Investment property is presented at fair value thase assessments of external independent appraisbrs have th
appropriate qualifications. In certain cases failue is determined using discounted cash flowsdhatased on assumpti
as to discount rate. Changes in the discount rdtelange the calculated fair value and may theneeimaterially affect tt
Company's results of operations.

When the discount rate is different by 0.5% fronnagement estimate the fair value of investment gntypwill be NIS 26.:
million lower or NIS 23.3 million higher. When thiéscount rate is different by 1% from managemetitege the fair value
investment property will be NIS 48.2 million lower NIS 49.1 million higher.

Retirement benefit obligations, provision for jgglgrant and for unutilized sick lea

The present value of the obligations and provisidegends on a number of factors that are determoneah actuarial bas
using a number of assumptions. The assumptionsiosgetermining the net cost of retirement beneditd the provisions f
jubilee grant and unutilized sick leave include thiscount rate. Other key assumptions such as€utirge increases ¢
retirement rates, are based in part on current ebar&nditions and past experience. Any changehédret assumptions v
impact the carrying amount of these obligations isions.

The Company determines the appropriate discouatatthe end of each year. This is the interdstthat should be used
determine the present value of estimated futurk oa#flows expected to be required to settle thieerment benefit obligatior
and provisions. In determining the appropriate alisit rate, the Company considers the interest @tésraeli governme
bonds denominated in NIS that have terms to mgtapgproximating the terms of the related retirenntefit obligations ar
provisions.
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NOTE 4 — CRITICAL ACCOUNTING ESTIMATES AND JUDGEMEN TS (continued):

4)

5)

6)

7)

Provisions for claim:

The provisions for legal claims are recorded basethe estimates of the Compasmyhanagement (after consulting with le
counsel) as to the likelihood that cash flows Ww#l required to settle these liabilities, and atdlseounted amounts of st
cash flows.

The Company's assessments are based on the Compatgty in these cases, on the stage these chienat and on tl
experience of the Company's legal advisers.

The outcome of the legal cases in court could fferdnt from the Company's assessments.

See also note 30.

Income taxes and deferred ta:
There are many transactions and calculations factwiine ultimate tax determination is uncertain.

The Company recognizes liabilities for anticipatad exposures based on estimates of whether adlitiaxes will be du
Where the final outcome of these matters diffeosnfthe amounts that were recorded, such differewdesnpact the currer
and deferred income tax assets and liabilitieséngeriod in which such determination is made.

In addition, the Company recognizes deferred tartasand tax liabilities based on the differendevben the carrying value
such assets and liabilities and their amount fempiarposes. The Company continually assesses toeambility of deferre
tax assets, based on historical taxable incomegat®g taxable income, the expected timing of thersals of tempora
differences and the application of tax planningtstgies. If the Company is unable to generatecseifii future taxable incorr
or actual results differ from its other assumptjotie Company might be required to reduce its defetax assets or
increase its deferred tax liabilities, which wilcrease its effective tax rate, and negativelycafts results.

Fair values of derivatives and other financial iastents

The fair value of financial instruments that ar¢ tnaded in an active market (such as the Dinet®o@nd equity securities)
determined by using valuation techniques. The Caompases its judgment to select a variety of methadd mak
assumptions that are mainly based on market condiixisting at each statement of financial pasitiate. The Company t
used discounted cash flow analysis for variousvdérie financial assets that are not traded invactharkets. Changes
assumptions could affect the reported fair valuthe$e financial instruments.

Provision for doubtful debit

The provision for doubtful debts is recognized adogy to management's judgment, whenever therelgjective indication
that the Company will not be able to recover albants owing to it according to the original ternigh® debt, due to mater
financial difficulties of the customer, a reasomalkikpectation that the customer will become instha will undergo
reorganization and will be unable to repay its deftthere will be a delay in the repayments. Iditaah, the allocation of tt
goodwill between the separate segments of an ameind the valuation of favorable/unfavorable teimeperating leas
contracts is subject to management judgements.
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NOTE 4 — CRITICAL ACCOUNTING ESTIMATES AND JUDGEMEN TS (continued):
8) Purchasing price allocation in business combing

The Company is required to allocate the purchase f investments in newly consolidated subsidimitio the assets ¢
liabilities acquired, on the basis of an assessotiteir fair values. These valuations require tise of material estimates :
judgements by management.

These estimates and judgements include assessinériti@ cash flows, asset lives and growth ratebrand names ai
customer relationships. In case the acquisitiopegformed near the statement of financial positiate, the prelimina
assessment could be subject to change as morenmifon relating to the assets and liabilities aczpi

NOTE 5 - BUSINESS COMBINATIONS AND REORGANIZATION O F CERTAIN ACTIVITIES
i) Non Food Retail and Wholesale segme!
a. Acquisitions:
1) Bee Group Retail Ltd. ("Bee group'

a) In April 2007, the Company purchased add#ldl0% of the issued and paid-up share capit&lesf Group -a
50% subsidiary controlled by the Companin-consideration for NIS 5 million. The excess a@ist over th
carrying amount of the non-controlling interestg@ced - in the amount of NIS 1.8 millionwas recorded
goodwill.

b) In September 2008, the Company acquired an addltBP6 of the outstanding share capital of Bee @ifoom
the other shareholders of Bee Group (the "Selleistyeasing the Company's interest in Bee Grougbth. Thi
Company paid NIS 35.4 million for these shares. Eieess of cost over the carrying amount of the- non
controlling interests acquired in the amount of IRES8 million was recorded as goodw

Furthermore, during the fivgear period from the date of closing, the Compamyenmtitled to acquire tl
remaining 15% of Bee Group's share capital (them&ring Shares") for the aggregate consideratic
approximately NIS 21.24 million, increased by 7.5%nually until actual payment (the "Call Option"} the
second anniversary of the closing date, the Sedlmrsentitled to sell the Remaining Shares to thm@any fo
the same exercise price as for the Call Optioth@nevent the Company had not previously exercikedCal
Option (the "Put Option"). As a result of the abptree Company accounted for 100% ownership andraioim
Bee Group as from September 2008; the put optidhgmoneontrolling interests is accounted for as a final
liability based on the current redemption valughaf exercise price of the option with a correspogdieductiol
of non-controlling interests and an increase indyat of NIS 17.9 million.

In October 2010, the norentrolling interests in Bee Group exercised thRit option and sold their remain
15% interest in the Bee Group to the Company faarmount of NIS 24.5 million.
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NOTE 5 - BUSINESS COMBINATIONS AND REORGANIZATION O F CERTAIN ACTIVITIES

2) Vardinon Textiles Ltd.("Vardinon'

3)

In April 2007, Bee Group completed its acquisitioh85.8% of the shares conferring ownership andtrobrof
Vardinon Textiles Ltd, an Israeli public Company igh is traded on the Telviv Stock Exchange ("TASE"
Vardinon is engaged in the field of housewares.

The consideration for the acquisition amounted&d 3nillion. The acquisition generated goodwillMifS 9.8 million
brand name of NIS 3.8 million and customer bas&i&f0.9 million based on the purchase price aliocat

In December 2007, Bee Group sold approximately 1a2%ardinon's shares in consideration for NIS flion,
which approximated its carrying amount.

The financial statements of Vardinon were constdidafor the first time in 2007. The consolidatedtesients ¢
income for the year 2007 include the share of fgadif Vardinon for the period from the date of asgion tc
December 31, 2007.

On June 1, 2009 Naman acquired 905,240 shares of Vardinon in coreide of NIS 1.4 million, after tt
acquisition Na'aman holds 88.74% of Vardinon's sltapital. The excess of the consideration paid theshare i
minority rights acquired in the amount of NIS 0.2lizn was recorded as an addition to goodwill.

In February 2011, Na'aman published an offer telpase the balance of the shares (2.6 million shafégardinon it
does not already own in consideration for NIS 7iion. On March 15, 2011, the acquisition was cdetgd and the
Vardinon shares were delisted from the Tel Aviwcktexchange.

Na'aman Porcelain Ltd.("Na'aman")

On October 31, 2007, Bee Group completed the aitigni®f 57.87% (51.5% on a fully diluted basis)thé shares
Na'aman, a public Company which is traded in theSEANa'aman is engaged in the field of housewaretal
consideration amounted to NIS 101 million (inclugiNIS 1 million relating to acquisition costs). Thequisitiot
generated goodwill of NIS 55.7 million, customeséaf NIS 44.4 million and brand name of NIS 7.1liori base:
on the purchase price allocation.

The financial statements of Naaman were consolidfiethe first time in 2007. The consolidated ineostateme|
for the year 2007 includes the share in the prafitslaaman for the period from the date of acgoisito Decembe
31, 2007.

In May 2009, 446,723 options to purchase ordindrgres of Naaman were exercised, and any remainitigng
expired. As a result, the Company's holding dee@a@nd a gain in the amount of NIS 0.3 million wesognized i
the statement of income.

On March 22, 2009, Bee Group acquired 1,128,34tharg shares of Na'aman in consideration for NG rGillion,
following which the Company holds 68.4% of Na'ansdrare capital . The excess of the share oncoeairolling
interests acquired over the consideration paithénamount of NIS 2.5 million was recognized as éotijains” in th
statement of income.

As of December 31, 2010, Bee Group held 66.85% @Ehares in Na'aman.
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NOTE 5 - BUSINESS COMBINATIONS AND REORGANIZATION O F CERTAIN ACTIVITIES (continued):

b. Bee Group Reorganization

During 2008, 2009 and 2010, Bee Group reorganizeldalding of its subsidiaries.

1)

2)

3)

4)

Agreement for merger of Sheshet Chain of storesifarsehold utensils Ltd with Na'am:

As part of the reorganization, Na'aman issued arglishares to Bee Group in consideration for i& Holdings i
Sheshet's issued share capital, and as a resulGBem has increased its holdings in Na'aman acdedsed it
holdings in Sheshet. In addition, Na'aman has @iseed ordinary shares to the other sharehold&hekhet i
consideration for its 25% holdings in Sheshet'sadsshare capital, and as a result Bee Group dextess holdin
in Na'aman.

As a result of the decrease in Bee Group holdingzhieshet, Bee group recognized a gain of NIS lIlibmiand a
a result of the increase in Bee Group holdings &ahian, Bee group recognized an increase in gdoiiwihe
amount of NIS 11.6 million.

Agreement for Na'aman's acquisition of shares otivian

Na'aman acquired all of Bee Group's holdings indifam such that subsequent to the completion ofitieemen
Na'aman holds approximately 85% of Vardinon's sltangital. The purchase price was determined basgethe
price paid by the Bee Group ftire acquisition of Vardinon's shares from the presishareholders in accorda
with an agreement dated February 28, 2007, nadjosments as stipulated in the agreement.

Doctor Baby

In November 2009, following Board of directors riegimns and notices given to its shareholders,Baby Ltd. (i
50% subsidiary that is controlled by the Compangrehfter -"Dr Baby"), issued 5,000 new shares to
Company, for the total consideration of NIS 19.8iom. As a result, the holding of the other shHaskelers of D
Baby was diluted while the Company's holding iased by additional 48.1% to 98.1%.

The other shareholders are disputing this changshareholding and the matter was brought to artratioir
process which was completed after the statemeiimaricial position date.

The other shareholders have no commitment to peoadditional funding to Dr. Baby and consequentie
Company is reflecting 100% of Dr Baby's losses.

In addition to Bee Group reorganization, @02 and 2010, the Group's headquarters Wembined and expens

in an amount of approximately NIS 2.7 million antSN.2 million, Respectively, were recognized in "other g
(losses)".
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NOTE 5 - BUSINESS COMBINATIONS AND REORGANIZATION O F CERTAIN ACTIVITIES (continued):

i) Supermarkets

Acquisitions:

1)

2)

Eden Briut Teva Market Ltd. ("Eder

In October 2007, the Company completed its acdoisiof 51% of the outstanding shares of Eden, gapei Israe
retail Company established in 2003, operating atdhte of acquisition two supermarkets, speciajizin organic
natural and health food products. The considerat@nthe acquisition was approximately NIS 22.5 limil. In
addition, the Company provided Eden with sharehdlukns in the amount of NIS 47 million of which®83 millior
is a long-term loan (which is treated as an ig@mpany loan and eliminated in consolidation). Th&n is linked t
the CPI and bears annual interest of 4%. The loamdvbe repaid commensurate with the distributiba preferre
dividend by Eden to the other shareholders, bagdth&ir shareholdings in Eden. The balance of Ni3nlllion is ¢
shortterm loan. The loan bears interest of 2.55% as edeimber 31, 2009, which is similar to interest bés/ar
shortterm loans of the Company. Interest is payable qoaaterly basis. Principal is to be repaid in adaace witl
Eden's ability to do so. Should the terms for gfra bonus of $ 5 million to the CEO be met, tudithe shorterm
owners' loan provided by the Company would be aersid to be an owners' loan that is subject tdghas of th
longterm owners' loan, as above. Should one of thestéoma grant of bonus to the CEO, which is therfer owne
of Eden, and currently holds 49% of the outstandingres of Eden be met, one quarter of the owlvens'provide:
by the Company would be considered to be an owlms'that is subject to the terms of the Idegn owners' loa
as above.

The acquisition also provides for the Company tppdy all guarantees and financing required in catina with
Eden's operations in the future.

The payment of the above mentioned bonus to E@#EG is dependent upon the satisfaction of variqerations
and performance thresholds. Since Eden's CEO igatbt to continue working in Eden, the Company @s
provisions in respect of possible future bonus payts

The acquisition generated goodwill of NIS 39.9 mill and brand name of NIS 6.6 million based onghechas
price allocation.

The financial statements of Eden were consolid&tedhe first time in 2007. The consolidated stademof incom
for the year 2007 includes the share of the profit&den for the period from the date of acquisitio December 3
2007.

Mega Retail (formerly Blue Square Chain Inwestt Properties
In November 2008, the Company completed the casteteoffer to acquire Mega Retail'share capital for
consideration of NIS 150.7 million. Following corefibn of the acquisition, the Company now holds %

ownership and control of the shares, and Mega Retslares are no longer traded on the Tel Aviv SEbahange
As a result of the acquisition, the Company recdrgieodwill in the amount of NIS 50.6 million.
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NOTE 5 - BUSINESS COMBINATIONS AND REORGANIZATION O F CERTAIN ACTIVITIES (continued):

iv)

iii) Real estate:

Reorganization of real estate segment activit— transfer of real estate properties to the subsidiar Blue Square Ree
Estate Ltd.

In September 2009, the reorganization plan of #ed estate activity of the Company and its cerasilbn under tt
subsidiary (78.35%) Blue Square Real Estate (BSRE$, completed under which the real estate prasedtf the subsidia
Mega Retail Ltd. (formerly Blue Square Chain Invesnt & Properties Ltd) (Mega Retail), were transfdrto BSRE.

Together with the approval of the property transfansaction the following were approved as well:

1. Lease agreement to lease the transferred propthiiesre not leased to third parties to Mega Régdriten years fror
the closing date of the agreement and an optitietdessee to extend the lease agreement fordidiéi@nal years, anc

2. An agreement to extend the term of the existingdesgreements between Mega Retail and BSRE faleati¢al perio
(ten years from the closing date of the agreemetit an option to the lessee to extend the leaseeagent for fiv
additional years)

The completion of the transaction was performec &plit pursuant to Section 105 to the Income Tadir@nce whic
confers upon Mega Retail an exemption from the pntrof land appreciation tax at this stage andeferral under the sg
agreement with BSRE, until the realization of tmeperties (if and when realized) or through therdejation charge of tl
depreciable properties by BSRE. In addition, thgnpent of purchase tax for the transaction will ba aeduced tax rate
0.5%. TheCompany and the subsidiaries, Mega Retail and B8#IEbe subject to the restrictions prescribed by
provisions regarding the split pursuant to Seclif to the Ordinance.

BSRE pledged certain of the transferred properéigscollateral for a loan taken in order to finaritbe transactiol
Transaction costs, amounted to approximately NEnzillion including the purchase tax, were recordsdexpense in t
statement of income (in "other gains (losses)").

Investment in Dor Alon Energy in Israel (1988) Ltd.

On October 3, 2010, the Company completed the sitiqui of approximately 80% of the shares in Doo#\Energy in Isra
(1988) Ltd ("Dor Alon"), a company listed on thel Paviv stock exchange, from its controlling shar&der Alon, which is als
the Company's controlling shareholder. don is engaged in the development, constructioth @perating of vehicle fuelit
stations, adjacent commercial centers and indepemd@venience stores, marketing of fuel produnts @her products throu
the fueling stations and convenience stores arettdinarketing of distillates to customers. don operates in three princiy
segments: The fueling and commercial sites segrti@ntlirect marketing segment, and the jet fuelketamg segment. In retu
for the Dor Alon shares, the Company issued 20732¥shares to Alon in such a way that each Dor Alware held by Alon w:
exchanged into 1.8 shares of the Company.

The purchase price for the acquisition of Dor AisiNIS 966 million based on the Company's ordirsrgre price of NIS 47.!
(based on the closing price on October 3, 201therTel Aviv stock exchange). According to the alof the acquisition, tl
Company paid a dividend distribution in an amouhnNts 800 million by way of a capital reduction efthaving received tl
relevant legal approvals in September 2010.
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NOTE 5 - BUSINESS COMBINATIONS AND REORGANIZATION O F CERTAIN ACTIVITIES (continued):
On September 14, 2010 the District Court in Iseggdroved the dividend distribution, not out of ifin the amount of NI
12.307 per share (U.S.$ 3.39 per share/ADS, basedeorepresentative exchange rate as of Octoli201)), totaling NIS 8C
million (U.S.$ 220.5 million) and on September 2610 the CEO of the Tel Aviv Stock Exchange appdothes registration f
trade of another 20,327,710 of the Company's shatesexdiv date for this dividend distribution was Octol&r2010 and tt
payment date was on October 18, 2010.
The Company has acquired control in Dor Alon towlthe companies to combine the retail operatidikedCompany and D
Alon and enable the combined Company to becomeobtige largest retail groups in Israel and enabédombined group
enjoy the benefits of economies of scale and synerg
The acquisition is accounted for using the acqoisiinethod (at fair value basis).

The consolidated financial statements include #selts or the financial position of Dor Alon froimetacquisition date.
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NOTE 5 - BUSINESS COMBINATIONS AND REORGANIZATION O F CERTAIN ACTIVITIES (continued):
iv) Investment in Dor Alon Energy in Israel (1988)Ltd. (Continued).

The acquisition date fair values of Dor Alon's &sskabilities and goodwill have been determinedaoprovisional basis as t
business was acquired in close proximity to the yeal, pending finalization of the paatquisition review of the fair value
the acquired net assets.

The fair values of the identifiable assets andilitéds of Dor Alon as at the date of acquisitiondatheir estimated useful liv

were as follows:

Fair value at
acquisition Estimated
NIS in useful life
millions In years

Current assetl 1,472
Property and equipme 93t 1-99
Investment propert 57
Other lon¢-term asset 42
Brand name:
Indefinite life 107
Definite life 37 6-12
Customer relationshiy 10z 7-10
Operating leas+ value of favorable terrn 15¢ 1-18
Operating leas+ value of unfavorable tern (174 1-18
Other intangible asse 19
Financial assets including lo-term loans and investmer 162.5
Current Liabilities (7179)
Financial liabilities including debentur (1,689
Deferred taxe (27)
Other lon¢-term liabilities (1.5
Contingent liabilities (long-term and short-term) (6)
Total identifiable net assets at fair va 48¢
Goodwill 654
Non - controlling interests(*) a7y
Purchase consideration transferred 96€
Analysis of cash flows on acquisiti-
Net cash acquired with Dor Alc 87

(*) The non -controlling interests have been included at falugavhich was calculated based on Dor Alon's omyirsar

price of NIS 60.44 (based on the closing price ato®er 3, 2010 on the Tel Aviv stock exchange).
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NOTE 5 - BUSINESS COMBINATIONS AND REORGANIZATION O F CERTAIN ACTIVITIES (continued):

iv)

Investment in Dor Alon Energy in Israel (1988) Ltd (continued):

The fair value of Dor Alon's trade receivableshat tlate of acquisition after provision for impairmef NIS 50 million was NI
927 million.

The effect of Dor Alon on the Company's comprehemgicome since the date of acquisition was appraiély NIS 6 million.
If the combination had taken place at the beginoifithe year, the Company's net income for the geded December 31, 2(
including income from discontinued activities, winicelate to the transfer of gas exploration operatito the Dor Alo
shareholders at the time of the transfer, woulceHaeen NIS 127 million (unaudited) and revenuesldvbave been NIS 14,4
million including government levies and NIS 11,0%illion net of government levies (unaudited).

The goodwill recognized above is attributed todlpected synergies and other benefits from compitiie assets and activit
of Dor Alon with those of the Company.

The total acquisition related costs are NIS 3 orilland are included in other losses in the condeosesolidated statement
income and are part of operating cash flows irstatements of cash flows.

None of the goodwill recognized is expected to bduttible for income tax purposes.

In connection with the acquisition Alon and the Gmamy obtained a pre-ruling from the Israeli Tax Wartty. The preruling is
subject to various conditions and provides, amahgrathings, that the cost basis and the purchatgedl the shares of Dor Al
for tax purposes in the possession of the Compaligwing the acquisition will be the original pricend acquisition dal
respectively, as they had been for Alon prior te #tquisitionAlon has clarified to the Company that, in connattivith the
payment of tax at the time of any future sale ey @ompany of all or part of its shares in Dor Aldrany, to a third party, Alc
will pay that portion of any applicable tax payablean amount equal to the amount of tax defergethb Tax Authority in it
pre-ruling (i.e., the amount of tax that would have been payable loy An connection with the acquisition had the asijion
not been tax exempt according to the pre-ruling).

In the period between the acquisition date and Bées 31, 2010, Dor Alon sold 302,188 of the trepsirares it held. As
result of these sales the Company's interest inAbam reduced to 78.38% and an amount of NIS 18llfom, net was credite
to equity.

Other:
1) As to a commitment of the Company in connectiorhwlie acquisition of Diners Israel, see note
2) The list of principal investee companies is preséras an appendix to the financial stateme
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)
NOTE 6 — PROPERTY AND EQUIPMENT:

a. Composition of assets and accumulated depreciagionped by major classifications, and changestherre as follows

Land,
buildings and Furniture,
leasehold Fueling equipment
improvements stations and Motor
(see e. below) equipment installations vehicles Total
NIS in thousands
Cost:
Balance at January 1, 2010 2,284,91. - 1,555,91! 16,08 3,856,91.
Additions 130,85! 7,88¢ 73,21( 1,01¢ 212,97(
Disposals (144,779 (95) (218,67) (1,38%) (364,93)
Acquisition of subsidiary consolidated for the fitisne
1) 659,71 225,97 39,79¢ 9,68¢ 935,17:
Transfer from investment property 3,00( - - - 3,00(
2,933,70i 233,76! 1,450,24! 25,40: 4,643,12.
Accumulated depreciation:
Balance at January 1, 201! 771,75: - 1,079,47. 8,25: 1,859,47
Additions 80,15" 7,06z 87,781 3,58¢ 178,58:
Disposals (143,48) (1) (213,216 (827) (357,52)
Balance at December 31, 2010 708,42! 7,061 954,03 11,01¢ 1,680,53
Impairment of property and equipment (see b below’ (20,647 - (13,427 - (34,070)
Net book value at December 31, 201 2,204,63: 226,70 482,78¢ 14,38¢ 2,928,51!

(1) The fair value of the property and equipmaduired as part of the acquisition of Dor Alorsvadztermined by Nahum Preminger, an
independent valuation expert (see also not
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)
NOTE 6 — PROPERTY AND EQUIPMENT (continued):

Land, buildings and

leasehold Fueling Furniture,
improvements stations  equipment anc Motor
(see e. below) equipment installations vehicles Total
NIS in thousands
Cost:
Balance at January 1, 200! *2,172,21¢ = 1,470,29! 22,40¢ 3,664,92.
Additions 103,27: - 99,86¢ 92t 204,06!
Disposals (2,83¢6) - (14,42 (7,24%) (24,50¢)
Acquisition of subsidiary consolidatfor the first time 12t - 172 - 297
Transfer from investment property 12,131 - - - 12,13:
Balance at December 31, 20C 2,284,91. - 1,555,91 16,08 3,856,91
Accumulated depreciation:
Balance at January 1, 200! *717,25¢€ - 1,009,45: 11,51¢ 1,738,22
Additions 57,251 - 83,06: 3,141 143,46(
Disposals (2,762) - (13,047) (6,406 (22,210)
Balance at December 31, 2009 771,75: - 1,079,47. 8,25 1,859,47
Impairment of property and equipment (see b below 24,00¢ - 16,517 - 40,52

Net book value at December 31, 20( 1,489,15I - 459,92'
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 6 — PROPERTY AND EQUIPMENT (continued):

Land, Furniture,
buildings and equipment
leasehold and Motor
improvements installations vehicles Total
NIS in thousands

Cost:
Balance at January 1, 200! *2,072,55¢ 1,449,25: 21,48( 3,543,28
Additions 119,08¢ 117,93! 3,22( 240,24
Disposals (18,90¢) (96,889 (2,299 (118,089
Transfer from investment propel 14,88( - - 14,88(
Transfer to investment property (15,399 - - (15,399
Balance at December 31, 20C 2,172,21! 1,470,29! 22,40¢ 3,664,92:
Accumulated depreciation:
Balance at January 1, 200! *675,304 1,016,11! 10,731 1,702,15:
Additions 60,81: 89,101 2,42¢ 152,34!
Disposals (18,860) (95,777 (1,639 (116,272
Balance at December 31, 2008 717,25t 1,009,45: 11,51¢ 1,738,22!
Impairment of property and equipment (see b below’ 15,60¢ 11,47¢ - 27,08
Net book value at December 31, 20( 1,439,35! 449,37. 10,88¢ 1,899,61!

* Retroactive application, see note 2 ad.1.

b. During 2010 the Company recorded net impairmentipions of NIS 0.5 million, comprising a provisiafi NIS 8.9 millior
and a reversal of a provision in the amount of MiSmillion in the supermarkets segment, and an impnt in amount ¢

NIS 2.6 million in the no-food retail and wholesale segme

During 2009 the Company recorded impairment prowisiof NIS 18.5 million, comprising a provision NfS 17.5 millior
and a reversal of a provision in the amount of W& million in the supermarkets segment, and araimgent in amount «

NIS 2.4 million in the non-food retail and wholesakegment.
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)
NOTE 6 — PROPERTY AND EQUIPMENT (continued):

During 2008 the Company recorded impairment prowmisiresulting in net amount of NIS 3.4 million imetsupermarke
segment. This was the result of recording provisiohNIS 9.3 million in respect of certain storagainst which was offset t
reduction in the impairment provisions in respdobther stores that had been recorded in previeassyin the amount of N
5.9 million.

Impairment provisions or the reversal of such mimris are included in the statement of income witlther gains or losses.

In calculating the impairment for the reported wedrased on discounted expected future cash fltvesCompany used
discount rate before tax for each cash-generatiitg@GU) as detailed in Note 8b.

The balance of the impairment provisions as of Ddmer 31, 2010, 2009 and 2008, is after a redudbordepreciatio
corresponding to the depreciation of the relatesgtgsand after elimination of the portion of theyision relating to assets tl
were disposed of during the period.

c. Additional details

Certain real estate assets which have been tragdfer the Company from the previous parent codiverare in the proce
of being registered in the name of the Company.

d. Asto liens placed on assets, see note
e. Capitalized lease payments in respect of -term land leases from the Israeli Land adminisiratire as follows

December 31

2009 2010
NIS in thousands
Capitalized leases for periods of 999 ye 3,99¢ 3,992
Capitalized leases for periods ending between ¢laesy2010 and 2056, as detailed
below:
Leases for periods of under 10 ye 4,617 5,11z
Leases for periods of between 10 and 25y 17,84( 25,18(
Leases for periods of over 25 years 166,77! 289,80

189,23: 320,09t
193,22¢ 324,08t
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 7 — INVESTMENT PROPERTY:

The changes in the carrying value of investmenp@nty for the years ended December 31, 2010, 2862608 respectively, ¢

as follows:
2008 2009 2010
NIS in thousands

At January 1 *294,657  *413,111 421,18t
Transfer to property and equipment (14,880) (16,602) (3,000
Transfer from property and equipment 15,39¢ - -
Additions (d) 104,65 9,43t 38,79t
Disposals (6,567) (5,700 -
Acquisition of subsidiary consolidated for the fitisne - - 56,97:
Net gain from adjustments of investment propertiatovalue 19,84¢ 20,94 32,915
At December 31 413,11: 421,18t 546,87(

*Retroactive application, see not 2ad.1.

a)
b)

<)

d)

All the Company's investment properties are locatddrael.
The property was let to subsidiaries and therefomas transferred from investment properties tmpprty and equipmer

In 2008, the construction of the investment propevas completed and therefore it was transferredh fproperty an
equipment to investment properti

The additions in 2010, totaling NIS 38.7 millionciude lands in areas used for commercial developnide additions i
2009, totaling NIS 9.4 million, include NIS 1.7 #ioh of rental offices and NIS 7.7 million of land areas used f
commercial development. The additions in 2008 JiteggaNIS 104.7 million, include NIS 39 million oEntal offices and NI
66 million of land in areas used for commercial @lepment

The fair value of the principle investment propeitgms was determined by "O. Haushner Civil Eng.R&al Estat
Appraisal Ltd." and "Barak Friedman Cohen & Co. Bmmic & Real Estate Appraisal”, independent quedifappraise
who are members of the Real Estate Appraisers Asgmt in Israel -based on the current prices in an active mark
similar property, locations and conditions, anddohsn the discounted cash flows that are expeotadige from the asse
The range of discount rates used by the appraiséf.@a5%-12% per annum (mainly 7.-8.25%) (2009: - 8.5%).
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)
NOTE 7 — INVESTMENT PROPERTY (continued):

f) Rental revenue that has been recognized in thenséaits of income within revenue

Year ended December 31

2008 2009 2010
NIS in thousands
Rental income 20,15: 21,79( 27,01:

g) Break down of investment property at December 8102by lease rights and ownership of la

December 31

2010

NIS in thousands
Under ownershij 231,17
Finance lease from the Israeli Land Administrafimna period of 999 years 7,07C
238,24

Finance lease from the Israeli Land administratoyra period ending between the years 2010-20

see detailed belov

Leases for periods of under 10 ye 93t
Leases for periods between-25 years 169,88:
Leases for periods of more than 25 years 138,17-
308,99(
547,23

h) Capitalized borrowing cost
The amount of borrowing costs capitalized during ylear ended December 31, 2010 was NIS 2,900 thdu@®909 an
2008 Nil). The rate used to determine the amoutioofowing costs eligible for capitalization wa2% (linked to the Israe
CPI).

i) The fair value of the investment propertgjaired as part of the acquisition of Dor Alon vaasermined by Nahum
Preminger, an independent valuation expert (se@eralte 5) using a discount rate of ¢

F-65




ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 8 — INTANGIBLE ASSETS:

The composition of intangible assets and the actatedi amortization thereon, grouped by major clasdions, and chang
therein in 2010, 2009 and 2008, are as follows:

Brand
name and Evacuation
trade Customer Fees anc
Goodwill Software marks relationships Other Total

NIS in thousands

At January 1, 2008

Cost 190,41! 70,83¢ 20,61¢ 45,62% 8,26¢ 335,75¢
Accumulated amortization and impairment - (51,700 (1,757) (625) (1,260) (55,33€)
190,41! 19,13¢ 18,86+ 44,99¢ 7,00% 280,42(

Net carrying amount
Year ended December 31, 200!

Opening net carrying amount 190,41 19,13¢ 18,86¢ 44,99¢ 7,00t 280,42(
Acquisitions of no-controlling interest: 111,89( - - - - 111,89(
Additions - 19,29¢ 122 - 11,311 30,73:
Decrease in ownership interest in subsidiary ¢
to dilution (2,467%) - - - (447) (2,919
Amortization charge - (8,497%) (1,92%) (3,207%) (2,087) (15,70€)
Net carrying amount 299,83 29,94+ 17,06 41,79 15,78¢ 404,42:
At December 31, 2008
Cost 299,83t 90,137 20,73 45,62¢ 19,12¢ 475,46¢
Accumulated amortization and impairment - (60,197) (3,676€) (3,832) (3,34)) (71,04)
Net carrying amount 299,83 29,944 17,06 41,79 15,78¢ 404,42:
Year ended December 31, 2009:
Opening net carrying amount 299,83¢ 29,94« 17,06! 41,79! 15,78¢ 404,42:
Additions 227 20,00¢ 11E - 387 20,73¢
Acquisition of subsidiary consolidated ftre firsi
time 1,20 - - - 5,18¢ 6,38¢
Disposals - - - - (274) (274)
Amortization chargt - (12,329 (2,069 (3,099 (3,249 (20,739
Impairment - - - - (1,346) (1,34¢)
Net carrying amount 301,26! 37,62¢ 15,117 38,69: 16,50! 409,19
At December 31, 2009:
Cost 301,26¢ 110,14¢ 20,85z 45,628 24,37 502,25
Accumulated amortization and impairment - (72,527) (5,740 (6,937) (7,870 (93,069)
Net carrying amount 301,26! 37,624 15,112 38,69: 16,50! 409,19:
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 8 — INTANGIBLE ASSETS ( continued):

Evacuation
Fees, favorabli
Brand operating
names and Customer leases and
Goodwill Software trade marks relationships other Total
NIS in thousands

Year ended December 31, 201!
Opening net carrying amount 301,26! 37,624 15,11 38,69: 16,50: 409,19:
Additions - 26,70: 15C - 9,182 36,03t
Acquisition of subsidiary consolidate

for the first time 653,94! 4,692 144,00( 102,00( 173,42¢ 1,078,06.
Disposals - - - - (221) (227)
Amortization charge - (16,647) (5,809 (3,939 (6,609 (32,999
(Impairment) reversal of impairment (4,160 - - - 827 (3,339

Net carrying amount 951,05( 52,37¢ 153,45 136,75! 193,11: 1,486,74.
At 31 December 201(
Cost 951,05( 141,53¢ 164,66¢ 147,62: 206,67( 1,611,55
Accumulated amortization

and impairment - (89,16%) (11,215 (10,86¢) (13,559 (124,807

Net carrying amount 951,05( 52,37¢ 153,45 136,75! 193,11: 1,486,74.
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ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)
NOTE 8 — INTANGIBLE ASSETS (continued):

a. Amortization is included in the statement of incowithin Selling, general and administrative expensmpairment loss ai
gain or loss resulting from changes in sharehol@imyesented in other gains or los¢

b. Impairment tests for goodwill and indefinite livesats
Goodwill is allocated to six identified groups @sh-generating units (CGUS).
The components of goodwill and indefinite life inggble assets are as follows:

December 31

2008 2009 2010
NIS in thousands

Supermarket 162,78 163,98 162,42(
Non - Food retail and wholesal

Houseware 110,95. 111,17¢ 111,17¢

Leisure 26,10¢ 26,10¢ 23,50¢
Commercial and fueling site

Goodwill - commercial and fueling site - - 453,94!

Goodwill — direct marketing - - 186,00(

Goodwill - jet fuel - - 14,00(

Indefinite life — brand name - - 107,00(

299,83t 301,26! 1,058,05!

The recoverable amount of a CGU is determined basedlue-in-use calculations. These calculatigespretax cash floy
projections based on financial budgets approvednapagement and management estimation coveringegydar perioc
Cash flows beyond the five-year period argrapolated using the estimated growth ratesdstagéow. The growth rate dc
not exceed the long-term average growth rate #®ibtisiness in which the CGU operates.

The key assumptions used for value in-use calculatare as follows:
Non - Food
retail and wholesale
Supermarkets Houseware Leisure

%

Gross margin (1 27 51 23
Growth rate (2 1kt 1kt 1kt
Discount rate (3 10.1 14.7 15
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NOTE 8 — INTANGIBLE ASSETS (continued):

Commercial and fueling sites

Commercial
and fueling Direct
sites marketing Jet fuel
%
Segment profit(1 6 4 2
Growth rate (2 1.3-6 4 4
Discount rate (3 10.t 10.t 10.t

(1) Expected gross margin / segment pre

(2) Weighted average growth rate used to extrapolate ffaws beyond the budget management estimatiovering ¢
five-year period

(3) Pre-tax discount rate applied to cash flow projectic

These assumptions have been used for the anafysislo CGU.
Management determined budgeted gross margin baspdsbh performance and its expectations of marketldpment. TF

weighted average growth rates used are consisténtive forecasts included in industry reports. dieezount rates used :
pre-tax and reflect specific risks relating to tekevant operating business unit.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 9 — INVESTMENTS IN JOINT VENTURES AND ASSOCIAT ES:
a. Investment in joint ventures*

The following amounts represent the group 50% sbétbe assets and liabilities, and the resultthe$e companies (t
identity of these companies are listed in the agpeat the end of the financial statements).

December 31
2009 2010
NIS in thousands

Assets:
Current assel 2,222 107,82¢
Non current asse 55,72( 461,42
57,94 569,25!
Liabilities:
Current liabilities 1,704 104,36¢
Non current liabilities 8,65¢ 43,55(
10,36: 147,91¢
Net Assets: 47,57¢ 421,33
Year ended December 2
2009 2010
NIS in thousands
Revenues 7,68¢ 51,95¢
Expenses 494 67,90:
Net income (loss) for the ye 8,164 (14,724

* In 2010, these companies include the compaimeslved in the Wholesale market projectsee below,certain real est
subsidiaries of BSRE (including Joint Venture Bltguare -Hadar) and certain proportionally consolidated gilibses o
Dor Alon.

For further details of the agreements regardinghthelesale market complex in Tel Aviv — see alsloie
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NOTE 9 — INVESTMENTS IN JOINT VENTURES AND ASSOCIAT ES (continued):
Agreements regarding the wholesale market compl&el Aviv
1. Acquisition agreements

During June 2010 a 50%:50% joint venture betweeRB&nd Gindi Investments (hereaftethe purchasers) entered i
agreements to purchase land rights in part of thelesale market area in Tel Aviv for a period egdan August 3:
2099. The rights are for the development, condoocand marketing of a project including an aparttmbuilding
complex, areas for commercial use and areas fai-muipose use.

In July 2010 the Minister of the Interior approvied agreements and with this approval all the agesd's precede
conditions were fulfilled.

The land rights were acquired for a basic totakaeration of NIS 950 million (100%) together witle obligation to pe
additional consideration in certain circumstanessgdiscussed below.

The basic total consideration will be paid in paytsdinked to the CPI as follows:
a. The first payment of approximately NIS 260 milliomas paid before the due date and was discountad as annui
discount rate of 4%

b. An amount of approximately NIS 660 million (the sad payment) will be paid on the earlier of recaipbuildinc
rights or 24 months from the date the agreements wigned in return for the transfer of the ownigrstghts to th
area to the purchase

c. The last payment of NIS 30 million will be made vpceipt of the form 4 completion approval of gt@pping
center.

d. In addition to the basic total consideratithre, sellers have rights to additional considerafltereafter the additione
consideration) determined on the basis of the rgplfirice of the residential apartments. As at ttagement ¢
financial position date, no obligation for the aduial consideration had arise

The Company's ownership rights are subject to trapietion of the second payment and therefore thgment ¢
financial position reflects only the first paymexsta payment on account of real estate.

2. Financing of the project

As part of the acquisition agreements, the purasgs®duced a firm commitment letter from a bardcoading to whic
the bank confirms that it will provide the purchaseunder certain terms, financing to complete ahquisition of th
leasing rights to the area.

The credit will be granted upon the second paynetie sellers but in any case no later than Jn&B312 and for tt
third payment no later than December 30, 2018.

The credit is subject to the fulfillment of a numind precedent terms including provision of a lienthe bank, provisic
of an unlimited guarantee by all shareholders efggbrchasers (BSRE and Gindi 50%:50%) and provisfanlien on a
the holding rights of the controlling shareholdershe purchasers.
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NOTE 9 — INVESTMENTS IN JOINT VENTURES AND ASSOCIAT ES (continued):

The purchasers agreed with the bank to sign théitcaed loan agreements as well as the paymentrahgement ar
cancellation fees. As at the financial positiortestzent date BSRE had not yet entered into the ¢ingragreements wi
the accompanying bank.

On receipt of the firm commitment letter, BSRE past of the purchasers, paid a dimee payment of NIS 0.5 million a
the purchasers agreed to pay a fee of 0.67% artimunt they did not use.

During the reporting period, BSRE, as part of thechasers, paid an amount of NIS 1.4 million foctstee, which we
capitalized.

3. Principles agreements with Gindi.

In April 2010 BSRE and Gindi signed an agreemergrofciples which, inter alia, determined the follag:

a. BSRE will provide 60% of the first installmeag discussed above.

b. Gindi will provide management services, inclglselling and marketing, to the project in retusn & management f
of 16% of the profit from the project, calculatesidetermined in the agreement.

c. As an advance for the management fee abovemauard of NIS 15 million will be paid over five yeafrom the date
the acquisition agreement.

Up to the statement of financial position date pluechasers entered into 385 selling agreementafartments totalir
approximately NIS 885 million (including VAT). AsfdMay 19, 2011 purchase agreements for 443 apatsriena tote
consideration of NIS 1,020 million (including VATad been signed and received advances of NIS 2ligémmi

In April 2011 the purchasers received the apprawvatart digging and building supports at the sigeting in May 2011.
During the year 2010 the Company did not recogainerevenues from the sale of apartments.

4. The Giv'on car park

In August 2010 BSRE joined Gindi as a 50% jointtuea partner in a BOT project for a period of 22&ngeto build a c:

park with 1,000 underground spaces in Tel Aviv lieln open space. The final agreement for this pt®jis subject 1
further approvals and conditions which had not bemmpleted as of the date of signing these findustégements.
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NOTE 9 — INVESTMENTS IN JOINT VENTURES AND ASSOCIAT ES (continued):
b. Investment in associates

1. Composition
Year ended December 3
2009 2010
NIS in thousands

Shares

Cost of share 40z 2,05¢

Share in undistributed profits (losses) accumulatede acquisition 2,38 1,86¢
2,782 3,91¢

Perpetual capital notes ( 1,37¢ 1,37¢

Long-term loans (b) 71€ 71€
4,87¢ 6,01Z

(&) Perpetual capital notes are linked to the IsraBli &d bear interest at an annual rate of
The interest and difference of linkage to the Qflaid on annual bas

(b) The loans are linked to the Israeli CPl and betrast at an annual rate of 4.5%. The repaymestluz not yet be
determined
The interest and difference of linkage to the Qfel@aid on annual bas

2. The Company share of the results of its princigsoaiates, all of which are unlisted, and its mgémheld, are |

follows:

% interest
Name held
Radio "Nor-stop" Ltd 33%
Radio "Zafon" Ltd 12%
Mercury Aviation* 31%

* Acquired as part of the acquisition of Dor Alsge also note 5.
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NOTE 10 — INVESTMENT IN SECURITIES

a. Comprised as follows

December 31
2009 2010
NIS in thousands

Available for sale financial asse- current 183,17¢ 186,87
Available for sale financial asse- nor-current - 30,327
Financial assets at fair value through profit @slo 29,73: 123,36t

212,91. 340,56«

b. Composition per type of securit

December 31
2009 2010
NIS in thousands

Debt securitie: 187,91: 281,23
Equity securities 25,00( 59,32’
212,91. 340,56«

c. Available for sale financial asse

2008 2009 2010
NIS in thousands
At January 1 166,59¢ 157,13¢ 183,17¢
Acquisition of subsidar consolidated for the first tim - - 32,86:
Purchase 169,74 113,96¢ 164,01:
Proceed: (185,109 (101,86 (166,72
Transfers to other comprehensive incc (2,219 7,50z (9,739
Transferred to statement of income 8,10¢ 6,442 13,60:
At December 31 157,13¢ 183,17¢ 217,19¢

In 2008, 2009 and 2010 the Company removed priofiise amount of NIS 3,810 thousand ,NIS 4,54 ugands and NIS
11,553 thousands ,respectively, from equity inegtatement of income. In addition, in 2008 the Gany removed NIS 2,503
thousands from equity due to impairments to thestant of income.
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NOTE 10 — INVESTMENT IN SECURITIES (continued):
d. Financial assets at fair value through profit @s

December 31
2009 2010
NIS in thousands

Debt securitie: 4,73¢ 94,36¢
Investment in equity securities 25,00( 29,00(
Total 29,73: 123,36t

The fair value of all debt securities is based losing prices in an active market.

NOTE 11 — DERIVATIVE FINANCIAL INSTRUMENTS:

December 31

2009 2010
Derivative financial Statement of financial position NIS in thousands
instruments item Assets Liabilities Assets Liabilities
Forward contracts over tt
Israeli CPI (a] Derivative financial instrumen 9,69( - - -
Foreign exchange contra(b) Derivative financial instrumen - - - 7,70C
Embedded derivatives
Rent agreemen Derivative financial instrumen 42F 7,591 2,711 9,151
Conversion component embedded in the
convertibledebentures (see note 1 Convertible debenture - 11,89¢ - 9,011
Diners option (c) Derivative financial instruments 12,26¢ - 53,36 -
Total 22,38 19,48¢ 56,07¢ 25,86

(a) The notional principal amounts of the outstandioigveird contracts over the Israeli CPI at Decemiie2809 were NIS 3¢
million.

(b) The notional amount of open forward foreign excleaogntracts (up to 3 months, mostly 2 months) d@eafember 31,20:
is $ 80,300 thousand

(c) The agreement for the joint purchase of 49% ofstiere capital of Diners as described in note 3t@e@ed as a derivati
under IAS 39. The Company has concluded that thissaction should be accounted for as a derivéitieacial instrumer
because at this stage this is merely an optiorutohase 49% of Diners' shares, where the optiorcieeprice is equal
the outstanding balance of the loan to acquirestiages. The loan was provided by the seller. Aarigdor the loan th
company pledged and agreed to restrictions onhhees untilthe loan is repaid. The Company hasfi®n to repay tt
loan and terminate the agreement by the end dbtim¢h year after the first credit card is issuleg returning the share
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NOTE 11 — DERIVATIVE FINANCIAL INSTRUMENTS (continued):

This derivative is presented at its fair value gsinbinomial model. Changes in the fair value ef trerivative are recognized
income or loss in each period.

NOTE 12 — TRADE RECEIVABLES, INVENTORIES AND OTHER RECEIVABLES:
a. Trade receivables

December 31

2009 2010
NIS in thousands
Trade receivable 848,43. 1,772,50!
Less: provision for impairment of trade receivables (38,649 (40,757)
809,78: 1,731,74

As of December 31, 2010, trade receivables of NI8 73 (2009: NIS 10,298) were past due but not iledaThese relate tc
number of independent customers for whom ther@ igenent history of default. The aging analysishefse trade receivables

as follows:
December 31
2009 2010
Supermarkets segment NIS in thousands
Up to 3 month: 7,045 4,82(
3 to 6 months 1,521 6,89¢
8,56¢ 11,71t
December 31
2009 2010
Non-food segment NIS in thousands
Up to 6 month: 1,09¢ 2,931
7 to 12 months 63E 5,32
1,734 8,25¢
December 31
2009 2010
Commercial and fueling sites segment NIS in thousands
Up to 3 month: - 8,56:
3 to 12 month: - 4,02¢
More than 12 months - 4,91¢
- 17,507
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NOTE 12 — TRADE RECEIVABLES, INVENTORIES AND OTHER RECEIVABLES (continued):
As of December 31, 2010, trade receivables of NIS5P (2009: NIS 50,602) were impaired and pregitbr. The amount
the provision was NIS 40,753 as of December 310Z20009: NIS 38,649). The individually impairezteivables mainly rele
to individual customers, which have unexpectedigoamtered difficult situations. It was assessetldh@ortion of the receivabl
is expected to be recovered. The ageing of ttexssvables is over 12 months.

Movements in the Company's provisions for impairtredrirade receivables are as follows:

December 31

2009 2010
NIS in thousands
At January 1 37,57¢ 38,64¢
Increase in the provision 1,071 2,10/
At December 31 38,64¢

40,75!

The creation and release of provisions for impaneckivables has been included in the statememtcoime within "Selling
general and administrative expenses." Amountsgelthto the allowance account are generally writifnwhen there is r
expectation of recovering additional cash.

The maximum exposure to credit risk at the repgrtiate is the carrying value of each class of vad#e¢s mentioned above. ¢
also note 3, credit risk, as to collateral heldesurity.

The fair value of trade receivables is usually tieth or close to their carrying value.
b. Other receivables

December 31

2009 2010

NIS in thousands
Prepayment 10,781 13,44:
Related partie 7,93( 33,901
Government authoritie - 14,19
Advances to suppliers and oth 2,51¢ 22,00:
Current maturities of loans receival 741 10,69¢
Receivables in respect of gift certifica 21,87 16,64¢
Other 25,66 51,71¢

69,50/ 162,59¢

The fair value of other receivables is usually titsai or close to their carrying value.

c. Inventories

December 31

2009 2010

NIS in thousands
Fuel and oil product - 102,13t
Consumer (including non-food) products 514,85¢ 578,16(

514,85t 680,29t
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NOTE 13 — CASH, CASH EQUIVALENTS AND DEPOSITS:

a. Cash and cash equivalents

December 31

2009 2010
NIS in thousands
Cash at bank and on ha 18,357 70,23:
Bank deposits with original maturities of three rtinor less 593,87 55,72¢
612,22° 125,95¢

Cash, cash equivalents and bank overdrafts in¢heléllowing for the purposes of the statementasgh flows:

December 31

2009 2010
NIS in thousands
Cash and cash equivalel 612,22° 125,95¢
Bank overdrafts (493) (21,825
611,73 104,13:

b. Short-term deposits

December 31

2009 2010
NIS in thousands
Deposits at suppliers (. - 72,77¢
Short term deposits relating to debentures - 25,19¢
Other deposits 67 11C
67 98,08¢

(1) Linked to the U.S. Dollar, bearing interest tBOR plus 1.1%.
(2) Deposit used as security for debentures —Iseenate 19.

NOTE 14 — LOANS RECEIVABLE

December 31

2009 2010
NIS in thousands
Loans to proportionally jointly controlled compasil) - 53,20¢
Loans to the Fuel Administration ( - 29,94:
Loans to others (3) (4) 2,067 103,59:
2,067 186,74.
Less current maturities 741 10,69¢
1,32¢ 176,04.

F-78




ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)
NOTE 14 — LOANS RECEIVABLE (continued)

(1) Including NIS 30,660 thousand relating to ¥holesale Market project bearing interest of 3%e- also note 9a.

(2) The loan to the Fuel Administration is includadaccordance with the Control of Commaodities &edvice Order (Settlements in
the Fuel Economy), 1988.

(3) Mainly owners of filling stations to which tl@mpany supplies fuel. As at December 31, 201@iheunt includes a single
debtor balance of NIS 21.8 million.

(4) Includes a loan to a related party of NIS 3Willion. The loan is linked to the Israeli CPI, bg#nterest of 5% and matures in
January 2015.

The fair value of these loans at December 31, 20N)S 179.2 million.
The long term loans are receivable in the yearsemlent to the statement of financial position datéllows:

December 31

2009 2010
NIS in thousands
Second yea 741 4,87¢
Third year 58t 4,80¢
Fourth yeal - 3,80z
Fifth year - 39,37:
Sixth year and afterwar( - 47,01
Without stated maturity date - 76,17¢
1,32¢ 176,04.

NOTE 15 — OTHER LONG TERM RECEIVABLES

December 31

2009 2010
NIS in thousands
Conditional grants to owners of fuel stations - 11,30¢
Prepaid rent (2 - 11,76¢
Deposits from purchasers of apartments - 22,42¢
Others - 1,601
- 47,09¢

(1) Includes mainly conditional grants the Comppaid to the owners of land in connection with tbastruction of filling stations. The
amounts will become grants after the end of thern@ment period or during the period if the fillisgation owners meet their undertakings to
operate the stations during the agreement period.

The Company examines the land owners' ability tetrtteeir liabilities at every statement of finahgiasition date.
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NOTE 15 — OTHER LONG TERM RECEIVABLES (continued):

Based on past experience, and in accordance withgeanent assessments, the owners of the fillinigpstare expected to meet their
liabilities. These grants are charged to the stargmf income in selling, general and administe@xpenses over the term of the agreements.

(2) The prepaid rent in respect of the commeiia fueling sites is amortized over the term oflase. As at December 31, 2010 the
remaining term of the leases is between 2 and a&y@nainly 13 years).

(3) Relates to deposits of 5% of the price of tharaments paid by the purchasers of apartmentsitholesale Market project. As at
December 31, 2010 these amounts were depositedaiitistee.

The use of these deposits is restricted to the dessesmined in the purchase agreements.

NOTE 16 — EQUITY

Number of
Shares
issued
At January 1, 2008 43,372,81
Change during 2008 -
At December 31, 200¢ 43,372,81
Change during 200!
Issuance of shares upon conversion of convertik
debentures 344,23
At December 31, 200¢ 43,717,05
Change during 201(
Issue of shares as part of business combin 20,327,71
Exercise of option 759,05:
Issuance of shares upon conversionaufnvertible
debentures 1,187,06
At December 31, 201( 65,990,87

The total authorized number of ordinary sharesf@egember 31, 2010 and 2009 is 100 million shaii#is a par value of NIS
per share. All issued shares are fully paid.

In July 1996, the Company completed a global affigrof 6,900,000 American Depositary Shares (ADSjh wach AD:
representing one Ordinary share, at a price paestia$ll. In addition, in June 1999, 1,500,000 AD&re issued upon 1
exercise of stock options.

The ADSs are traded on the New York Stock Exchdh¢SE). The ADSs represent 2.96% of the outstan@indjinary Share
of the Company as of May 31, 2011. As of May 311 Rthe shares are quoted at $ 8.86 per ADS.

Commencing November 2000, the Companghares have also been listed for trade on theAViel Stock Exchange. As
December 31, 2010 the shares are quoted at NI® pe&rdordinary share.
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NOTE 16 — EQUITY (continued):

On June 17 2009, convertible debentures of the @osnpvith a par value of NIS 6,917 thousands wereveded into 344,2:
ordinary shares.
During 2010, convertible debentures of the Compaitl a par value of NIS 11,268 thousands were cdadeinto 1,187,0€
ordinary shares.

During the year ended December 31,2010 the comparghased 89,888 treasury shares with a cost o#NIS5 thousand. Aft
the statement of financial position date the Corggaurchased 115,243 treasury shares at a cospobdmately NIS 4 million.

On October 3, 2010 in consideration for the actjoisiof Dor Alon (see note 5 above) the Companyésls20,327,710 ording
shares.

Share options plan

On January 21, 2008, the Company's Board of Direatesolved to adopt a share options plan (herteinaf'the plan™) fo
executives and employees of the Company. The notaber of shares reserved for issuance under #reipl5 million share
(including options issuable to the Company's Peegichnd Chief Executive Officer, Mr. Zeev VuremhpnAll exercises ¢
options under the plan are on a cashless basik. &fdion can be exercised to purchase one ordstzage of NIS 1 par value
the Company. Immediately upon allotment, the ongdirshares issued upon exercise of the optionshaie the same rights
other ordinary shares of the Company.

Under the plan, employees and/or executives whacesee the options will be allotted only shares theflect the benet
component embodied in the options, as computedeatate of exercise, i.e., the difference betwéenekercise price of eg
option and the quoted price of a NIS 1 par valumelat the date of exercise.

The employees and executives are entitled to eseetbie options at the end of the following vestiegods: 66.7% at the end
two years from the date of grant and the remaiBiB.@% at the end of three years from the date aritgiThe options granted
employees and executives can be exercised in tiedpa 30 days and 6 months from the end of thsting period, respective
Any options not exercised by this date will expire.

Following are details of options granted underglas during the reported periods:

Exercise pric
Options  at grant date Share pric Average fai

Grant date granted (NIS) (NIS)  value (NIS)’
March 200¢ 2,452,501 36.1¢ 36.1F 6.12
March 2008 (executive! 2,200,001 39.0¢ 36.1¢ 5.57
May 2008 (executives 140,00( 39.0¢ 46.C 13.2
August 200¢ 135,00( 36.1¢ 36.2¢ 6.7
August 2008 (executive: 100,00( 39.0¢ 36.2¢ 6.1
March 200¢ 63,00( 34.4: 23.7¢ 3.1
July 2008 92,00( 34.4: 32.5¢ 7.7
August 2009 (executive: 80,00( 37.3:¢ 33.8¢ 8.C
March 2010 (executive! 20,00( 47.7C 45.3¢ 10.¢
March 201C 274,00( 47.7( 45.3¢ 11.€

* The fair value of the options was computed usimgBlack & Scholes optic-pricing model using the following assumptio
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NOTE 16 — EQUITY (continued):

Expecte(

Expected Risk free term unti

dividend yielc Expected interestrat exercise

Grant date (%) volatility (%) (%) (years)
March 200¢ 6.4 28 4.t 2-3
March 200¢ 6.4 28 45 2E-3E
May 2008 6.4 29 5.1 2E-3E
August 200¢ 7.5 30 5.1 2-3
August 200¢ 7.5 30 51 253k
March 200¢ 6.5 43 2.2 2-3
July 2009 6.5 45 2.8 2-3
August 200¢ 6.5 43 3.C 2E3E
March 201( 4.C 43 2S¢ 2E3E
March 201( 4.C 43 2¢ 2131

Volatility is based on historical volatility of theompanys share price for periods matching the expected térthe optiol
until exercise.

The plan is governed by the terms stipulated byti@ed02 of the Israeli Income Tax Ordinance. leadance with tr
track chosen by the Company and pursuant to tinestérereof, the Company is not allowed to claimamagxpense for ti
purposes, the amounts credited to employees asdfithéncluding amounts recorded as salary bemndfithe Company’
accounts, in respect of options granted to empkoyawder the plan - with the exception of the wimteme benef
component, if any, determined on the grant date.

Compensation expense included in the consoliddatedmsents of income in respect of the Company®apiplan, amoun
to NIS 8.0 million, NIS 11.7 million and NIS 6.5 Wion for the years 2008, 2009 and 2010, respelstive

Average exercise prices are as follows:

Average exercis Number of
price per share *  options

(NIS) (thousands
At January 1, 2008 - -
Granted 35.8: 5,02¢
Forfeited 34.4z2 (159
At December 31, 2008 35.8¢ 4,86¢
Granted 35.41 23t
Forfeited 36.3¢ (614)
At December 31, 200! 35.7¢ 4,49(
Granted 41.5¢ 294
Exercisec 35.8( (2,837
Forfeited 35.3¢€ (81)
At December 31, 2010 30.71 1,86¢

Options that can be exercised at December 31, 2010 - -
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NOTE 16 — EQUITY (continued):

Share options outstanding at the end of the yeze tiee following expiry date and exercise prices:

Number of
options  Range of exercis Average of expiry
(thousands prices (NIS)* date (years)
December 31, 200! 4,49( 34.42-37.3¢ 1.C
December 31, 2010 1,86¢ 27.62- 41.5¢ 0.€

*  After adjusting the option exercise price at the & 50% of cash dividends distributt

On March 22, 2011 after the statement of financial position date, @@npany granted 290,000 options for shares i
Company of the 2008 plan to key management. Theciseeprice of the options is NIS 36.51 per optidhe terms of tr
2008 plan apply to these options.

Share options plans in subsidiaries

a.

In August 2008, BSRE's Board of Directors resolteddopt a share options plan for executives of BSRhe total numbi
of shares reserved for issuance under the pla®09Q0 shares. All exercises of options under @ pre to be on
cashless basis. Each option can be exercised thame one ordinary share of NIS 1 par value of BSREediately upo
allotment, the ordinary shares issued upon exeddifiee options will have the same rights as otdrdmary shares of BSR
The exercise price of the option is set at the tgdlate according to the average quoted price of BSBrdinary share duri
the 30 trading days before the date of the g

Under the plan, executives who will exercise théams would be allotted only shares that refleet tenefit compone
embodied in the options, as computed at date ateses i.e., the difference between the exerciggef each option ai
the quoted price of a NIS 1 par value share at ofag¢sercise.

Under the plan, the options to executives can leecised in the period of 6 months from the endhef testing perio
Any option not exercised by this date will expire.

In August 2008, BSRE granted 125,000 options to BSKChief Executive Officer, who will be entitled &xercise tr
options at the end of the following vesting perio88.7% at the end of two years from the date ahgand the remaini
33.3% at the end of three years from the dateanitgr

The exercise price is NIS 51.76 (unlinked) per shdrhe quoted price of BSRE's ordinary share befoeedate ¢
approval of the grant of options by the Board afeldtors, was NIS 46.91.

The benefit component based on Black & Scholesooptricing model is NIS 7.11 in respect of thetflsatch and NI
9.83 in respect of the second batch, so that thaéfair value amounts to NIS 1 million.
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NOTE 16 — EQUITY (continued):

The fair value is based on the following assumticxpected volatility of approximately 26%; rigke interest rate
approximately 5%; and anticipated term until thd ehthe exercise period.

The exercise price would be adjusted at the rai&®§ of cash dividends distributed during the tefrthe options.

The plan is governed by the terms stipulated byti@®d 02 of the Israeli Income Tax Ordinance. lea@dance with tr
track chosen by the Company and pursuant to thestérereof, the Company is not allowed to claimaragxpense for ti
purposes, the amounts credited to employees asdityéncluding amounts recorded as salary bendfithe Companyg’
accounts, in respect of options granted to empbyeeler the plan - with the exception of the wimteme benef
component, if any, determined on the grant date.

Compensation included in the consolidated statesnehincome in respect of BSRE option plan amouatiNIS 0.2
million, NIS 0.4 million and NIS 0.3 million for thyears 2008, 2009 and 2010, respectively.

In October 2010, BSRE granted 18,077 shares in BgRiA the exercise of options in consideratiorttieir par value. |
February 2011, after the statement of financiaitipzsdate, following the exercise of part of thgtions in BSRE, BSR
granted 19,840 shares in BSRE in consideratiothf&ir nominal value.

b. In November 2005, Na'aman granted 300,000 optionsntployees, under a cashless exercise optionggproved il
August 2005. The beneficial employees were entitbedxercise the options at the end of the follgwesting period
33% at the end of November 2006, 33% at the endavember 2007 and the remaining 34% at the endayebe
2008. The options granted to employees were exdiedy the end of May 200
On May 2009 all the options above were forfeited.

c. Dividends per shar
During the year 2010, the Company paid dividendsshare of NIS 1.70 on February 25 and NIS 12.3Dotober 18.
During the year 2008, the Company paid dividendsI&f 3.46 on October 7, 2008.

Regarding capital risk management, see also note 3.
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NOTE 17 — OTHER RESERVES:

2008 2009 2010
Capital reserve
arising from
transactions
Available for Available  Available Currency with non
sale for sale for sale translation  controlling
investments investments investments differences interests Total
NIS in thousands
At January 1 1,41¢ (261) 5,67¢ - - 5,67¢
Change in other reserv -
Available for sale investmen (1,67€) 5,931 (6,257) - - (6,259
Transactions with non controlling intere - - - - (6,949 (6,949
Currency translation differences - - - (5,019 - (5,019
At December 31 (267) 5,67¢ (577) (5,019 (6,947 (12,539

NOTE 18 — OTHER ACCOUNT PAYABLES AND ACCRUED EXPENSES:

December 31

2009 2010
NIS in thousands
Payroll and related expenses and other employesfits 134,13: 162,15¢
Government authoritie 17,75( 133,94
Liability in respect of gift certificate 159,29( 149,46!
Put option granted to a minority interest (see ki) 23,317 -
Accrued expense 93,77¢ 152,10(
Other 65,88 88,77¢
Total 494,14 686,44
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NOTE 19 - LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES:

Composition

Loans from banks and other |
Debentures (2
Convertible debentures (2)

(1) Loans from banks and others:

Current liabilities:
Bank overdrafts (note 1.
Bank loans
Commercial paper
Current maturities of non-current loans

Non-current liabilities:
Bank loans and other loans
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December 31

2009 2010

NIS in thousands

871,31¢ 2,167,21.
1,327,98I 2,313,89!
142,06¢ 189,76¢

2,341,37. 4,670,87

December 31

2009 2010

NIS in thousands

492 21,82t
101,77 408,95
40,81¢ 39,50(
131,51 297,77
274,501 768,05

596,72: 1,399,15%*

871,31 2,167,21
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 19 - LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES (continued):

* On June 30, 2009 the Company issued commepajaér to institutional investors in an amount ¢ MO million for a
period of four years. The commercial paper beatarable annual interest and is repayable everyngirths at the demand
of the holders. During 2010 the Company redeeme&I300 thousand par value of the Commercial Pi

** Including a loan of NIS 129,000 thousand fréine controlling shareholder due in 2012. The lsamlinked and bears
interest of prime less 1.25% as of December 3102

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

December 31
Weighted averag
interest rate (a) 2009 2010
% NIS in thousands

NIS - Linked to the Israeli CF 4.04 317,40¢ 1,020,23
NIS - Unlinked and bearing a fixed annual interest 6.4 263,09: 179,84t
NIS - Unlinked and bearing a variable annual interats r 4.24 290,81¢ 967,12

871,31¢ 2,167,21.

(a) Weighted average interest rate, as of Decembe2®0).

(b) The long-term loans net of current maturites repayable in the years subsequent to the statashfinancial position date

as follows:
December 31
2009 2010
NIS in thousands
Second yea 114,60° 393,78t
Third year 95,52( 186,29:
Fourth yeal

75,94: 132,08:
310,65! 686,99
596,72! 1,399,15!

Fifth year and afterwards
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NOTE 19 - LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES (continued):

(c) The carrying amounts and fair value of tha-carrent loans are as follows:

(d)

December 31

2009 2010 2009 2010
NIS in thousands
Carrying amount Fair value (*)

Bank and other loans 728,23 1,696,93! 737,31¢ 1,690,89:

(*) The fair values of londerm loans are based on cash flows discounted asiate based on the capitalization rate of
(2009: 4.6%).

The carrying amounts of short-term loans approxéntlagir fair value.

Financial covenants

Bee Group and its subsidiaries have loans withtad & approximately NIS 127 million as at DecemBér 2010, wherel
the companies have undertaken to meet certaindiaboovenants. These financial covenants includienaation on ths
distribution of dividends. As of December 31, 20B&e Group and its investee companies meet theeabwntione

covenants after receiving a waiver from the bank.

BSRE have a loan with a total balance of NIS 236il5on, whereby the company have undertaken tetraertain financie
covenants. As of December 31, 2010, BSRE meetltbeecamentioned covenants.

Dor Alon's subsidiaries have loans with a totahbak of approximately NIS 121.3 million as at DebenB1, 2010 for
which they have undertaken to meet certain covenéstat December 31, 2010 Dor Alon's subsidiariesthe covenants.
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NOTE 19 - LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES (continued):

(2) Debentures and convertible debentures

Debentures Ref

The Company

Alon Holdings Blue Square (Series d(1) (@
Alon Holdings Blue Square (Series C) d(2)(c)
Blue Square Real Esta

Marketable debentur-Blue Square Real Estate (Series d3)(b;
Marketable debentur-Blue Square Real Estate (Series d(4)
Marketable debentures-Blue Square Real Estatee(SB)i d(5)
Dor Alon Energy:

Marketable debentur-Dor Alon Energy (Series E d(7)
Marketable debentur-Dor Alon Energy (Series C d(8)
Marketable debentur-Dor Alon Energy (Series C d(9)
Dorgas Batuchot Ltc d(10;

Dor Debentures
Total

Less- amount of discount (net of accumulated aetitin)

Less-current maturities

Convertible debentures

Alon Holdings Blue Square (Series
Blue Square Real Estate (Series
Dor Alon Energy (Series A)

Total

Conversion component at fair val
Premium (net of amortization)
Total

Less-current maturities
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d(11), d(12)(1

d(1)b, «
d(3)a, ¢
d(6)

a)

Weighted Average
interest rates at

December 31, 201

December 31

5.9(%
2.5(%

4.7(%
4.2(%
4.5(%

5.0(%
4.2%
6.65%
4.95%
6.45%

5.9(%
6.25%
5.0(%

2009 2010
NIS in thousands
227,71¢  232,91¢
- 100,37:
227,71¢  333,28¢
849,51' 868,89!
300,57: 307,42¢
- 112,08
1,150,08' 1,288,40
- 341,09(
- 81,00(
- 139,00(
- 73,11:
- 73,52¢
- 707,73:
1,377,80! 2,329,42
(49,819 (15,53
1,327,98' 2,313,89!

(76,659 (130,805

1,251,33. 2,183,09

15,09: 2,33(
107,11¢ 112,22
- 61,01
122.21. 17557
11,89¢ 9,011
7,95¢ 5,18:
142,06( ~ 189,76¢
(45) (71,967

142,02:

117,80:
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NOTE 19 - LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES (continued):

a) Conversion component of convertible debentures

The conversion component of the convertible debestus calculated based on a binomial model wittngughe following

assumptions:
December 31, 200! December 31, 201
The company BSRE The company BSRE
Discount rate 1.5%% 3.8% 3.C% 2.9%%
Share price (NIS 38.0¢ 69.C 31.4( 94.61
Standard deviation of the share pt 50.1%% 35.1% 28.1¢%  34.7%

The value of the conversion component of Dor Al@asvertible debentures as of December 31, 201 (zesas
b) Repayment dates of debentures and convertilblendieres (excluding discount or premium)

December 31

2009 2010
NIS in thousands

First year- current maturitie: 76,69¢ 181,53:
Second yea 37,68: 186,98:
Third year 73,24( 483,27
Fourth yeal 312,93: 483,37!
Fifth year and afterwards 999,46! 1,169,83i
Total 1,500,01 2,505,00:

C) The carrying amounts and fair value of the debestand the convertible debentures are as foll

December 31

2009 2010 2009 2010
NIS in thousands
Carrying amount Fair value*
Debenture! 1,327,98! 2,313,89! 1,429,52i 2,479,22
Convertible debentures 142,06¢ 189,76¢ 148,86¢ 201,03(

Total 1,470,05. 2,503,66: 1,578,39 2,680,25!

*The fair values of debentures and convertible délres, both marketable and not marketable, aredoais market prices and cash flows
discounted using a rate based on the capitalizaditenof between 1.9% and 4.3%.
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NOTE 19 - LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES (continued):

d) Debentures and convertible debentures — additidetails

Blue Square

1) In August 2003, the Company issued NIS 400 millpam value debentures to institutional investorsansideration fc
their par value as follow:

(@)

(b)

200 million registered debentures (Series A) of Migar value eacl

These debentures are linked (principal and intgteghe Israeli CPI, but in the event that theddir CPI is lowe
than the base index (index known at date of issejatice amount of the debentures will not be adpisielow th
base index. The principal is repayable in threeabgunual installments on August 5 of each of thary 2012 1
2014, and bears interest at the rate of 5.9% parranThe interest is payable seamnually on February 5 and
August 5.

200 million registered convertible debentures &eB) of NIS 1 par value ea

These debentures are linked (principal and intgteghe Israeli CPI, but in the event that theddir CPI is lowe
than the base index (index known at date of issjatice amount of the debentures will not be adpisielow th
base index. The principal is repayable in threeakgunual installments on August 5 of each of tharg 200:
2009 and 2011, and bears interest at the rate 986 Jer annum. The interest is payable senmiually ol
February 5 and on August 5.

The debentures (Series B) are convertible to ordishares of the Company at a conversion ratioithatibjec
to adjustments in the event of distribution of bemares and cash dividends and the issuanceht$.ri§s o
December 31 2010, the conversion ratio is that &1 6.083 par value of debentures are convertiblene
ordinary share of 1 NIS par value. The aforememibnonversion ratio is after adjustment for cashdeénd:
distributed since the date of issuance of the dibes (Series B) until the statement of financ@dipon date.

The terms of the debentures provide that the hsldethe debentures will not be entitled to reqalestCompan
to register for trading on the New York Stock Exaha any shares derived from the conversion of éieedture
(Series B). Such shares will be traded only onTdeAviv Stock Exchange (TASE).

At December 31, 2010 the par value of the Convertibebentures (Series B) was NIS 2,000,694. Asht
conversion of convertible debentures into shaes nete 16.

F-91




ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 19 — LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES (continued):

Other terms:

i)

i)

The terms of the debentures (Series A and Seriepr®)ide that in the event that the shares o
Company are delisted from trading on the TASE, anill the event that the shares of the Compan
no longer held by the public and/or in the eveat thtandard & Poor's Maalot ("S&PMaalot") redude
Companys rating to BBB or lower, then within three monftem one of the above mentioned event:
Company, subject to the then prevailing law, wifeo to acquire the debentures at a price equivat
the price of debentures of the same type reflecingturn of 2.5% in excess of the return on Gawvemm
debentures with an average life similar to the iieing average life of the debentures of that sese®
the date of the offer, but in no event will thecgriexceed the carrying value of the debenturesa
series,

On April 26, 2010 Standard & Poors Maalot entettegl tating for the debentures of the Company
BSRE of ilA+ into Credit Watch with negative outlgodue to the Wholesale Market transactio
BSRE. On October 26, 2010, Standard & Poors Maaldtced the rating for the Company's deben
from ilA+ to ilA-. Also, on this date, the Company and BSRE annoutiegdwould terminate their rati
agreements with Standard & Poors Maalot. Fromdhg, Midroog (a subsidiary of Moody's) will be
rating agency that will continue to rate the Compmand BSRE's debentur:

2)  On November 9, 2010, following the filing of a Shéfffering Report, the Company completed its puldicder ¢
Series C par value NIS 100 million CPI linked debess bearing annual fixed interest of 2.5% payableva
semiannual payments on May 4 and November 4 in eatdieojears 2011 to 2022. The principal will be rea
12 equal payments on November 4 of each of thesy2@t1 to 2022 (inclusive). The debentures wenrgedsat
discount of 3.2% and for a consideration of NIS89illion. The debentures were rated Al by thengaigenc
Midroog.

BSRE

1) Pursuant to prospectus dated August 16, 2006, BS&ied NIS 875 million par value debentul

(@)

100 million registered convertible debentures @eA) of NIS 1 par value eac

These debentures are to be redeemed in four equabhinstallments on August 31 of each year ir
period from 2013 through 2016. The Series A delrestare linked (principal and interest) to the @Rd
bear interest at an annual rate of 6.25%, whigiaigable every six months, on February 28 and August!
each year from 2007 until the final redemption ted debentures. The Series A debentures are ciig
into registered BSRE ordinary shares of NIS 1 @due at any time through August 16, 2016, excepind
the periods from August 17 through August 31 inheat the years between 202845 (inclusive). Tt
conversion rate for these debentures as at DeceBihet010 was NIS 268.71 par value of debenture
share.
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NOTE 19 — LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES (continued):

(b)

(©

(d)

(€)

650 million registered debentures (Series B) of Ni%ar value eacl

These debentures are to be redeemed in four equabhinstallments on August 31 of each year ir
period from 2013 through 2016. The Series B dabrestare linked to the CPI and bear interest arenua
rate of 4.7%, which is payable every six monthsFebruary 28 and August 31 of each year from 2GQil
the final redemption of the debentures.

Expansion of Series

On September 26, 2008, the BSRE Series B was eggdangway of private allocation of NIS 125,000
value of debentures to institutional investors.e Tebentures (Series B) have been allocated indmyasior
for 97.5% of their par value — a total of NIS 127158-and their terms are identical to the terms of thaes
B debentures as specified in section b. above.

The annual effective interest rate on the debesfueking into account the issuance expenses agals
6.43%.

As at December 31, 2010 BSRE's (Series A and Bgmtebes were rated by Midroog at A1 with a negi
outlook.

300 million registered debentures (Series C) of Ni&r value eacl

On October 18, 2009, BSRE issued to the publiceSeti debentures in the total amount of NIS 300, 0t
debentures were issued through a tender undeel pshspectus of the company dated May 20, 2009.

Total proceeds received in respect of the issuahcgeries C debentures is NIS 294,280 (net of s
expenses of NIS 5,720). The annual effective @serate payable on Series C debentures, takim
account the issuance expenses as above is 4

The principal of debentures (Series C) will bpaid in eight norequal annual installments on October 3
each of the years 2011 to 2018 (inclusive), whixénstallments each constituting of 7.5% of thecamt o
the principal of the debentures would be paid omoBer 31 of each of the years 2011 to 2016 anc
installments each constituting 27.5% of the amaainthe principal of the debentures would be pai
October of each of the years 2017 and 2!
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NOTE 19 — LOANS FROM BANKS AND OTHERS, DEBENTURES AND CONVERTIBLE DEBENTURES (continued):

2)

Dor Alon

1)

2)

3)

4)

5)

On July 12, 2010, BSRE completed its NIS 110 milli8eries 'D' Debenture issue in accordance withed
prospectus. The Debentures are linked to the IsEdll and bear fixed interest of 4.5%. The Debenfurincipa
will be redeemed in four equal annual paymentscivivill be paid on June 30 in each of the yearsr2@1202(
(inclusive). The Debenture interest will be paidsemiannual payments on June 30 of each of the years @
2020 (inclusive) and December 31 of each of thesy2@10 to 2019 (inclusive

The terms of the debentures determine that in Rédeog Ltd. or another rating agency were to regitiee BSRE
rating to A3 the annual interest rate will increase0.35%. In case BSRE's rating were to be redfizeder thel
the annual interest rate will increase by 0.35%tiplidd by the number of notches that the Comparstimg is
reduced below A3.

Dor Alon (Series A

In accordance with a prospectus dated May 29, 2@Se convertible debentures with a par valudeatdate ¢
issue of NIS 325,005 thousand are linked (inteaest principal) to the Israeli CPI and bear intei@st% pe
annum. As at December 31, 2010 the par value ofghmining debentures was NIS 61,017 thousand,hnik
repayable during 2011. The conversion ratio ofdhdsbentures as at December 31, 2010 is NIS 81.83.

Dor Alon (Series B

In accordance with a prospectus dated May 29, 20@5Se debentures with a par value of NIS 585,8@09and ai
linked (principal and interest) to the Israeli CHhe interest of 5% per annum is repayable in samiia
installments on May 31 and November 30 until Mayl20The principal balance at December 31, 2010 MI&
341,090 thousand, which is repayable at annual patsnon May 31 over five years, with NIS 68,218utban
each year.

Dor Alon (Series C

These debentures with a par value of NIS 81,000ghi0d were issued according to a prospectus datgdsi 2C
2009 on the Tel Aviv Stock exchange. The debenthess the interest rate of Israeli government bqiNts817
with the addition of 2.25%. The interest is paidqgumarterly installments up to December 2017. Thacjpal i<
repayable in semannual installments on June 1 and December 1 owerykars, starting 2013, with NIS 16,:
thousand each year.

Dor Alon (Series D

These debentures with a par value of NIS 139,000stand were issued according to a prospectus datgaist 20
2009 on the Tel Aviv stock exchange. The debentlvesr a fixed annual interest rate of 6.65%, payak
quarterly installments up to December 2016. Thaqgipial is repayable in equal seannual payments on Jun
and December 1 from 2013 to 2016, with NIS 34, Hsusand each year.

Dorgas Batuchot Ltc
These debentures with a par value at the datesoéisf NIS 96,000 thousand are linked (principal anterest t
the Israeli CPI). The debentures bear a fixed satnnual interest of 4.95%. The principal balaat®ecember 3

2010 was NIS 73,112 thousand, whichréepayable over the next nine years at a rate of N636 thousand p
annum with NIS 4,568 thousand in the tenth year.
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6) Dor Debenture

These debentures (Series 1 and Series 2) with agbhae at the date of issue of NIS 75 million wessued t
institutional investors. At December 31, 2010 tkbehtures were rated A-.

e) Covenants for debentures and convertible debentu

1. The debentures issued by Dor Debentures and D@gashout (see d(10) and (11) above) include tigeirement to me
certain covenants. As at December 31, 2010 ther@s for Dor Debentures (Series 2) and DorgascBat were me!

2. As at December 31, 2010 Dor Debentures did not rtemtcovenants relating to the Series 1 debentismsed by Dc
Debentures. At the request of the trustee, the gaom provided a bank guarantee of NIS 15.5 miltioat is valid up to Ju
2011 (see also note 32(f) below). During the petmduly 2011, the Company and the trustee wilhldigh whether to chan
the terms of the original covenants. As a reslilitzdlity amounting to NIS 7,737 thousand was difeesd as current liabilities
at December 31, 201

NOTE 20 — OTHER LIABILITIES :

December 31

2008 2009 2010
NIS in thousands
Long term liabilities, net of current portic 3,48( 1,74C -
Put option granted to n-controlling interest: 21,63¢ - -
Rental contracts and value of unfavorable termapefating leases (see also not 1,947 3,71¢ 173,71
Advances from purchasers of apartment (see als1t) - - 22,42¢
Other *8,15€ *10,745 3,84:
35,22: 16,20: 199,98:

*Retroactive application, see note 2ad.1
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NOTE 21 — DEFERRED INCOME TAX:

a. Deferred tax assets and liabilities, as preskintthe statement of financial position (aftdsefting) are expected to be recovered or
settled, as follows

December 31
2008 2009 2010
NIS in thousands

Deferred tax asset

Deferred tax asset to be recovered after moreXBamonths 25,22t 26,70¢ 26,19:

Deferred tax asset to be recovered within 12 months 19,28: 19,28: 39,827
44 50¢ 45,99; 66,01¢

Deferred tax liabilities

Deferred tax liability to be recovered after mdrant 12 month *(56,917) *(41,874) (95,55¢)

Deferred tax liability to be recovered within 12 intles (4,489 (15,405 (8,379)
(61,407) (57,279 (103,929

Deferred tax liabilities, net (16,897 (11,28¢) (37,91)

The deferred taxes are computed at the tax r&tB8%6-24%. (2009;18%-25% and 2008; 25%-26%).

*Retroactive application, see note 2ad.1
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b. The gross movement on the deferred incomadeount is as follows:

Year ended December 31

2008 2009 2010
NIS in thousands
Balance at January 1 *(25,147) *(16,897) (11,289
Statement of income char 4,00( 9,581 (1,705
Additions in respect of companies consolidatedlierfirst time - 45% (26,567)
Tax charged directly to other comprehensive income 4,254 (4,435 1,64:
Balance at December 3. *(16,893) *(11,28€) (37,91)

c. The movement in deferred income tax assetdiabitities during the year, without taking intortsideration the offsetting of balances
within the same tax jurisdiction, is as follov

Depreciable
property and
equipment anc  Intangible

investment assets and
Deferred tax liabilities property* other Total
NIS in thousands

Balance at January 1, 200! (34,649 (18,849 (53,489
Charged (credited) to the statement of inc« (8,86¢) 3,261 (5,607
Charged directly to OCI (see note 28) - 873 873
Balance at December 31, 20C (43,519 (14,702 (58,21¢)
Charged (credited) to the statement of inc« 10,80¢ 1,174 11,98:
Additions in respect of companies consolidatedtierfirst time - (1,907) (1,907)
Credited directly to OCI (see note 28) - (2,622) (2,622)
Balance at December 31, 20C (32,709 (18,059 (50,757
Credited to the statement of incol (3,51¢) 1,69 (1,827
Additions in respect of companies consolidatedtierfirst time (14,15/) (31,437 (45,58¢)
Charged directly to OCI (see note 28) - 1,62¢ 1,62¢
Balance at December 31, 201 (50,37¢) (46,16() (96,53¢6)

*Retroactive application, see not 2ad.1.
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NOTE 21 — DEFERRED INCOME TAX (continued):

Provision for
impairment of

Provisions for Carry forwards Derivative trade
d. employee right: tax losses instruments receivables Total

Balance at January 1, 2008 24,46¢ 4,38: (517 - 28,34
Credited to the income statem 3,00¢ 2,44; 4,15( - 9,601
Credited directly to OCI 3,381 - - - 3,381
Balance at December 31, 20C 30,85¢ 6,82F 3,63¢ - 41,32
Charged (credited) to the income staten (4,07¢) 8,46¢ (6,789 - (2,395
Additions in respect of companies consolid:

for the first time - 2,35¢ - - 2,35¢
Charged directly to OCI (1,819 - - - (1,819
Balance at December 31, 2009 24,97( 17,64: (3,149 - 39,46¢
Charged (credited) to the income staten (2,226 4,68 (2,672) 327 11€
Additions in respect of companies consolid:

for the first time 2,731 4,02t - 12,26¢ 19,02¢
Charged directly to OCI (see note 28) 15 - - - 15
Balance at December 31, 2010 25,49( 26,35¢ (5,816 12,59¢ 58,62¢

Losses for tax purposes, carried forward to futureyears

As of December 31, 2010, 2009 and 2008 the subidihave operating tax loss carry forwards of epipnately NIS 204.6 millior
NIS 123 million and NIS 56.5 million, respectivelijhe balance of carry forward losses, in respeettath deferred tax assets w
not included, amounted to NIS 84.9 million, NIS #iillion and NIS 35.6 million as of December 31, 202009 and 200
respectively. In addition, the Company and its &libses have capital loss tax carry forwards gbragimately NIS 30.4 millior
NIS 32.5 million and NIS 28.1 million as of Deceml2d, 2010, 2009 and 2008, respectively. The tarefiein respect of capital t

loss carry forwards amounting to NIS 27.7 millicasimot been recorded due to uncertainty of thalizagion.

Capital gains (except for capital gain on sale afketable securities subject to regular tax rages)liable to a tax rate of 25%
capital gains generated after January 1, 2003.t&keaate would be gradually reduced to 18% in 20il&ccordance with Tt

Economic Realization Law, see note 28 (a)(2).
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NOTE 22 — RETIREMENT BENEFIT OBLIGATIONS:
a. Composition of the liability for defined benefit plans:

December 31
2009 2010
NIS in thousands

Statement of financial position obligations f

Present value of funded obligati 336,76 405,40¢
Provision in respect of unutilized sick leave 32,83 35,30¢

369,60: 440,71
Fair value of the plan assets 322,35 389,22!
Total present value of the obligation, net 47,24¢ 51,49:

b. Changes in the liability for defined benefit plans;

2008 2009 2010
NIS in thousands
Liability in respect of defined benefit plans ahdary 1 308,49: 326,75: 369,60
Acquisition of subsidiary consolidated for the fitisne - - 29,20¢
Benefits paic (21,519 (38,257 (24,90)
Current service cos 32,41( 31,65 38,86¢
Actuarial losses (gain: (9,959 33,16¢ 7,414
Interest costs 17,31! 16,27¢ 20,52¢
Liability in respect of defined benefit plans atdeenber 31 326,75: 369,60:. 440,71
c. Changes in plans asset:
2008 2009 2010
NIS in thousands

Fair value of plan assets at Janua 272,50¢ 276,84: 322,35
Acquisition of subsidiary consolidated for the fitisne - - 27,75:
Employer contributions paid into the pl 29,09( 28,75( 30,86¢
Actuarial gains (losse: (23,749 35,281 6,85(
Benefits paic (18,53 (31,299 (18,265
Expected return on plan ass 17,63¢ 12,87 18,56:
Other adjustments (119) (107) 1,104
Fair value of plan assets at December 31 276,84, 322,35: 389,22!
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NOTE 22 — RETIREMENT BENEFIT OBLIGATIONS (continued):

The actual return (loss) on plan assets was NI&125,2009 — NIS 48,161 thousands, 2008-NIS (6,110))
Expected contributions to post-employment benddihg for the year ending December 31, 2011 arecappately NIS

43,300 thousand.
The accumulated amount of actuarial gains (logbesWwere recognized in the OCI as of Decembe10, 2009 and

2008 is NIS (10,253) thousands, NIS (9,976) thodsamd NIS (10,992) thousands, respectively.

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

Year ended December 3.

2008 2009 2010
NIS in thousands
Current services cos 32,41( 31,65 38,86¢
Interest cos 17,31¢ 16,27¢ 20,52¢
Expected return on plan ass (17,63¢) (12,879 (18,56)
Other adjustments 112 101 (1,109

32,20( 35,16( 39,73

The expense recognized in the statement of incoméefined contribution plans was NIS 2,671 thodsan 2010 and, NIS
2,227 thousand in 2009 respectively.

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

Year ended December 3.

2008 2009 2010
NIS in thousands
Selling, general and administrative exper 32,52 31,75¢ 37,76¢
Financial (income) expenses (329) 3,40z 1,967

32,20( 35,16( 39,73:

The principal actuarial assumptions used were [kzAfs:

December 31

2009 2010
Discount rate 5%-6% 4.7%-5.3%
Inflation rate 2.6% 2.7%
Expected return on plan ass 2.6%-6.1% 4.7%5.8%
Future salary increas 4.4%5.7% 2.6%-7.7%

Rates of employee turnov 4%-55% 4%-60%

Assumptions regarding future mortality rates arsellaon actuarial advice in accordance with publisétatistics and pe
experience in Israel. Mortality rates are basetherpension circular 2007-3-6 of the Ministry oh&ince.
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NOTE 23 — PROVISION FOR OTHER LIABILITIES AND CHARG ES:

Termination Legal
benefits claims Total
NIS in thousands

At January 1, 2009 6,00(C 37,391 43,39"
Charged (credited) to the income statem
Provisions made during the peri - 16,18: 16,18:
Provisions reversed during the per - (132) (132
Provisions used during the period (6,000 (2,149 (8,149
At December 31, 200 - 51,29¢ 51,29¢
Acquisition of subsidiary consolidated for the fitisne - 6,452 6,452
Provisions capitalized to property and equipmer - 15,73( 15,73(
Charged (credited) to the income statem

Provisions made during the peri 282 10,99¢ 11,28

Provisions reversed during the per - (500 (500

Provisions used during the period - (12,397 (12,397
At December 31, 201( 282 71,58¢ 71,87(

(*) Liability for lease fees for assets where the ldas® has ended and where there are disagreenedatiag to the amount the Compan
due to pay
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NOTE 24 — OTHER GAINS (LOSSES):

Year ended December 3.
2008 2009 2010
NIS in thousands

Other gains:
Capital gain in respect of changes in holdingsubisgdiaries as a result of a
reorganization (note 5l 12,00: 3,21(C -
Gain from sale of property and equipm - 1,451 81
Reversal of impairment provision, r - - 3,031
Other 232 38 14€
12,23: 4,69¢ 3,25¢
Other losses:
Capital loss in respect of the decrease in holdaigssubsidian 2,22 - -
Termination benefit 6,00( - -
Lossfrom sale of property and equipment and other & 2,56¢ 4,75( 6,04
Impairment provisions of property and equipment emt@ngible asset 3,42( 19,98: 3,971
Reorganization costs (see note - 2,70C 7,19¢
Dor Alon acquisition transaction cos - - 2,97¢
Other 507 5,372 7,99¢
14,71¢ 32,801 28,18¢
Other gains (losses), ne (2,489 (28,104 (24,930)

NOTE 25 - EXPENSES BY NATURE:

Year ended December 3.

2008 2009 2010
NIS in thousands
Change in inventorie (43,136 (17,229 49,91(
Net purchase 5,273,64! 5,175,891 6,093,41!
Wages salaries and related expel 775,07¢ 780,33 836,54
Depreciation, amortization and impairment chai 153,93! 165,24 206,94!
Transportation and storage exper 102,83! 95,48: 118,23«
Advertising cost: 87,19 82,07( 120,85«
Rent and maintenance expen 183,31: 226,51° 306,05¢
Other expenses 631,00: 599,79¢ 530,36
Total cost of sales, selling general and admirtisgaxpenses 7,163,86! 7,108,11 8,262,32.

F-102




ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)
NOTE 26 — EMPLOYEE BENEFIT EXPENSES:

Year ended December 3.

2008 2009 2010
NIS in thousands
Wages, salaries, including social security ¢ 734,49: 734,18: 789,27"
Termination benefit 6,00( - -
Share options granted to managers and emplc 8,17¢ 12,16¢ 6,834
Post-employment benefits* 32,41( 37,387 42,40:
781,07¢ 783,73 838,51
Number of positions (100%)* 7,47¢ 7,14¢ ***Q 890

* Including employee benefit expenses that weregdthto finance expenses.
** |n certain cases several employees share onéolfiksition, i.e., each employee works part time.
*** Erom October 3, 2010 the number of positionslirdes the number of employees of Dor Alon.
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NOTE 27 — FINANCE INCOME AND EXPENSES:

Income:

Interests:

Interest income on sh-term bank deposi

Interest income from bank and oth

Net gain from marketable securities available &ie
Net gain from securities at fair value through fgrahd loss
Changes in fair value of derivative

Conversion componel

Forward contracts on the Israeli C

Diners optior

Embedded derivatives

Expenses:

Interest and differences from linkage to the Is(Gel:
Bank borrowings

Debentures and convertible debentt

Bank commissions and othe

Changes in fair value of derivative

Conversion componel

Forward contracts on the Israeli C

Embedded derivatives

Net finance cosi
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Year ended December 3.

2008 2009 2010
NIS in thousands

10,66¢ 3,04« 5,47¢
8,20¢ 8,54: 14,26¢
7,92¢ 14,16¢ 21,86:
- 10,00¢ 14,06:
32,74« - -
- 21,28 2,32
- 7,56¢ 27,85¢
1,157 17¢ -
60,70( 64,78( 85,85:
36,197 45,83¢ 58,11(
102,67( 112,27° 134,47
7,32z 9,971 8,21¢
1,19¢ 8,65¢ 31,24¢
11,59: - -
7,31 711 3,79¢
166,29! 177,45: 235,84
105,59! 112,67 149,99!




ALON HOLDINGS BLUE SQUARE — ISRAEL LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Formerly Blue Square — Israel Ltd.)

NOTE 28 — INCOME TAX EXPENSES:

a.

Corporate taxation in Israel

1. Commencing tax year 2008, the results of operatfongax purposes of the Company and its subsihkadr

measured in nominal values. Through the end ofy&ar 2007, the results of operations of the Compmart it
subsidiaries were measured having regard to thegesain the CPI in accordance with the Income Tiaflationary
Adjustments) Law, 1985 (hereafi- the inflationary adjustments law

In February 2008, the Knesset (the Israeli parli@ngassed a law according to which the provismiisiflationary
adjustments law will no longer apply to the Compan2008 and thereafter.

Tax rates

The income of the Company and its subsidiarieaded at the regular rate. Under the provisionsnedéredment ¢
the income tax ordinance, 2005, of august 2005ctiporate tax rates have been gradually redued:rasult th
corporate tax rates applicable as from tax yeaB208 as follows: 2008-27%, 2009-26%, 2010 andetifezr25%.

On July 14, 2009 the Economic Rationalization Ldwedislation Amendments for the Implementation o
Economic Plan for the years 2009 and 2010),2008, published. This law determined, inter alia aHertgraduz:
reduction of the corporate tax up to 18% in yedr&®6nwards.

The rates as from 2011 are as follows: 2011 — 20942 — 23%, 2013 — 22%, 2014 — 21%, 2012%, 2016 an
thereafter — 18%.

The effect of the change in the future tax ratas veflected in the results for the year 2009 dgrelase in deferr
tax liability and recognition in income from taxi@sthe amount of NIS 14.2 million.

Capital gains are taxed at a rate of 25% on thetadagains derived after January 1, 2003 (as toketable
securities -that were acquired after January 1, 2006), andhetrégular corporate tax rates on income de
through the aforementioned date.

b. Tax assessments

1. The Company has received final tax assessmenttafoyears through 2008. Regarding tax assessmente

years 199-2001, see also note &
Some of the principal subsidiaries have receivedlfassessments for tax years through 2004. Foe sainthe
subsidiaries, no final tax assessments have beeivesl since their inception.

2. As to deduction assessment for the years -2004, see note 3
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NOTE 28 — INCOME TAX EXPENSES (continued):

C.

Effect of adoption of IFRS in Israel on taxibbility

As mentioned in note 2a, the Company preparesnigéial statements in accordance with IFRS, conuingnJanuary :
2008.

As also indicated in the said note, IFRS vary frAgtounting Principles Generally Accepted in Israall accordingh
preparation of financial statements in accordanitk IFRS may reflect a financial position, resuifsoperations and ca
flows that are materially different from the oneggented in financial statements presented in daoce with accountir
principles generally accepted in Israel.

In accordance with the law for the amendment ofittteme Tax Ordinance (No. 174Temporary Order as to Tax Ye
2007, 2008 and 2009), 2010 that was passed in thesd€t on January 25, 2010 (hereaftedhe- amendment to t
ordinance), Accounting Standard No. 29 issued kyl$hael Accounting Standard Board would not apggn determinin
the taxable income for tax purposes in respecawfyears 2007, 2008 and 2009; this would be the eaen if the sa
accounting standard was applied for the said taxsyim the financial statements.

The meaning of the amendment to the ordinanceaisIBRS would actually not be applied upon compotabf the incom
reported for tax purposes for the said tax years.

On January 18, 2011 the Income Tax Authority angednts intention of expending the said TemporargeD to tax ye:
2010.

The amendment to the ordinance did not have a rabégfect on the tax expenses reported in thesmfiial statements.
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NOTE 28 — INCOME TAX EXPENSES (continued):
d. Taxes on income included in the income statements:

Year ended December 31
2008 2009 2010
NIS in thousands

Current taxes:

Current tax on profits for the ye 47,67¢ 33,89¢ 33,23:
Adjustments in respect of prior years 13C (1,18¢) 1,351
Total current taxe 47,80¢ 32,711 34,58:
Deferred taxes (note 21) (4,000 (9,587 1,70¢
Income tax expense 43,80¢ 23,12¢ 36,28

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

Year ended December 31
2008 2009 2010
NIS in thousands

Deferred tax:
Tax on actuarial loss (gain) on post employmentlenschem 3,381 (1,819 15
Tax on fair value adjustments of available-for-galancial assets 873 (2,622) 1,62¢

4,254 (4,43Y) 1,64:

The other items transferred to other comprehenes@me do not have a tax affect
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NOTE 28 — INCOME TAX EXPENSES (continued):

f.  The tax on the Company's profit before tax diffeesn the theoretical amount that would arise usheyweighted avera
tax rate applicable to profits of the consolidatetities as follows

Year ended December 3.

2008 2009 2010
NIS in thousands

Profit before tax 176,20¢ 120,92! 98,89¢
Theoretical tax expenses (27%, 26% and 25% respégt 47,57¢ 31,441 24,72«
Tax effects of:
Difference between the measurement bas

income for tax purposes and the measurel

basis of income for book purposes, (6,115 (5,65)) (7,344
Expenses not deductible for tax purposes 9,241 5,001 5,15¢
Utilization of previously unrecognized tax los: (1,420 (762) (482
Tax losses for which no deferred income tax &

was recognize 8,031 9,66¢ 5,517
Tax benefit recorded for the first time on cs

forward capital losses (gain - (2,976 -
Decrease in taxes resulting from computatio

deferred taxes at a rate which is different fi

the theoretical rat (2,089 (2,177 (1,847
Non-taxable financial (income) expense (8,746 3,03( 7,68¢

Capital losses (gains) for which no deferred tas

recognizec (2,809 (74) 1,52¢

Change in future tax ra - (14,189 -
Adjustment in respect of prior years 13C (1,189 1,35]
Tax charge 43,80¢ 23,12¢ 36,28

* mainly resulting from changes in value of convenscomponent in convertible debentures.
NOTE 29 — EARNINGS PER SHARE:
a. Basic

Basic earnings per share is calculated by dividivegprofit attributable to equity holders of then@many by the weightse
average number of ordinary shares in issue dunieg¢ar, (see note 15).

2008 2009 2010
Profit attributable to equity holders of the Compa(NIS in thousands) 104,58t 77,16: 47,83¢
Weighted average number of ordinary shares in issue 43,372,81 43,558,61  49,589,82
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NOTE 29 — EARNINGS PER SHARE:(continued):
b. Diluted

Diluted earnings per share are calculated by admishe weighted average number of ordinary shaméstanding to assur
conversion of all dilutive potential ordinary shardhe Company has two categories of dilutive p@knrdinary share
convertible debt and share options. The convertiblat is assumed to have been converted into aydsieares, and the 1
profit is adjusted to eliminate the interest exgemtsss the tax effect. For the share options, leuledion is made 1
determine the number of shares that could have Beguired at fair value (determined as the aveeagmial market she
price of the Compang’shares) based on the monetary value of the sptisarrights attached to outstanding share opt
The number of shares calculated as above is cochpdtle the number of shares that would have besureid assuming t
exercise of the share options.

2008 2009 2010
NIS in thousands
Profit attributable to equity holders of the Comp: 104,58t 77,16 47,83¢
Gain from conversion feature and Interest expenseoavertible debt (net «
tax) (31,527 - -
Effect of options in subsidiary - - (10€)
Profit used to determine diluted earnings per share 73,05¢ 77,16: 47,731
Number of shares
Weighted average number of ordinary shares in iadjiestments fol 43,372,81 43,558,61  49,589,82
Assumed conversion of convertible d 1,664,87. - -
Assumed exercise of options - - 224,35¢

Weighted average number of ordinary shares fotetilearnings per share 45,037,69 43,558,61 49,814,18
Options which were not included in the computatidated earnings per

share due to anti dilutive effect 4,869,00! 4,490,33; 342,00(
Convertible debentures which were not included@domputation of dilute
earnings per share due to anti dilutive effect - 13,268,88 2,000,69:

In addition there are convertible debentures in Gamy's subsidiary BSRE that had no dilutive eftatthe Company's earnir
per share.
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NOTE 30 — CONTINGENCIES:

Contingencies related to Mega Retail

a.

In December 2010, a claim and a request to recegh&s a class action was filed against the Compand Mega Retail Lt
("Mega") relating to the sale of different cheesel dutter products in the supermarkets operateidga. According to tr
claimant, the Company sells surrogate cheese atter fpmoducts as if they were real cheese and pndklucts, and in that w
misleads the customers. The claimant quantifiesifiisage at approximately NIS 700 and estimateddh®age to the group
claimants for the purpose of the claim at NIS 45@an.

In the opinion of the Company, based on the opimbits legal advisers, the chances that the clailhbe rejected exce¢
50%; Accordingly, the Company did not make any fgiow for this claim in its financial statements

In May 2011, the Company's subsidiary (51%) EdentBreva Market Ltd. ("Eden") was served with aimland a request
recognize it as a class action in which Eden isl sagether with a cheese supplier regarding thee&fatertain cheese produs
The plaintiff claims that Eden sells in its superkeds certain cheese substitute products whileeptesy them as chee
products, and that the customers are misled by'Ed#aged representations regarding such produktsplaintiff filed for th
Claim to be approved as a class action represeatingustomers who bought such products in the regars prior to tr
filing of the claim. The plaintiff's personal claiis estimated by her at approx. NIS 200, and ifGhem is approved as a cli
action, the approximate claim is estimated by tlanpff at approx. NIS 84 million. The Companydsrrently reviewing th
Claim and denying all above allegations. Howevérthis time, given this matter is preliminary intma, our financic
statements currently do not provide for any amows. will continue to assess this matter as theasifor the class acti
develops.

In August, 2010 the Company and subsidiaries werneesl with a claim in which it is being sued byoanfier supplier of fruit
and vegetables claiming that the company breachedagreements between the parties regarding thaysop fruits anc
vegetables, a breach that allegedly resulted inagas assessed by the plaintiff at approximately N8 million. As
mentioned in the claim, due to court fees, it wisliffor the sum of NIS 100 millior

The Company denies all above allegations. The Cagnpelieves it acted according to all binding agreats and is not liak
to any damages claimed. The Company further dehmsany damages were at all caused to the plaiktdfwever, at thi
time, given this matter is preliminary in natureyr dinancial statements currently do not provide &y amount. We wi
continue to assess this matter as the claim deselop
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NOTE 30 — CONTINGENCIES (continued):

d.

In July 2010 a claim was filed against Mega Rdt#dl including a request for it to be approved adass action, alleging tf
the Company is misleading the customer when is ggttain products in closed packaging, for an arpar item rather thi
by weight, even though there are differences irghtebetween the packages, and without an indicatfahe weight of eac
package

The plaintiff's personal claim is estimated by EONIS 14, and if the claim is certified as a classon, the approximate cla
is estimated by the plaintiff at NIS 6 million.

In the opinion of the Company, based on the opimbits legal advisers, the chances that the clailhbe rejected exce¢
50%; Accordingly, the Company did not make any fgiow for this claim in its financial statements

As part of the ordinary course of business the Gomgpeceives claims relating to its activitiesthe opinion of manageme
based on the opinion of the legal advisers handheglaims and in light of the relevant circumses) the provisions includ
in the financial statements are sufficient to cother potential liabilities and none of claims, widually or in the aggrega
will have a material negative effect on the Compmaygtivities, its financial condition or its retsul

Contingencies related to the YOU customer club ("Y@") 1

a.

On February 9, 2011, a claim was filed against Méggether with a request to recognize the claira akss action, relating
the omission to grant discounts on certain prodweksch only applied to members of the YOU customiab, in contraventic
with the promotion price which was shown on thenaige next to those products. If the claim weredaabcepted as a cli
action the claim was assessed by the claimant&©Ng million.

In the opinion of the Company, based on the opiwibits legal advisers, the chances that the clailibe rejected exceed 50
Accordingly, the Company did not make any providienthis claim in its financial statements

In December 2010, a claim and a request to receghias a class action was filed against the YQalping that discounts fi
filling the car with petrol at Dor Alon petrol stahs, which the club supposedly promised were natrg If the claim were to |
accepted as a class action, the claimant assessetaim at NIS 894 million. In the opinion of tf@ompany, based on 1
opinion of its legal advisers, the chances thatcthan will be rejected exceed 50%; Accordinglye thiompany did not make &
provision for this claim in its financial statems.

In November 2010, a claim and a request to recegitias a class action was filed against YOU, diagrthat discounts fi
filling the car with diesel at Dor Alon petrol stats, which the club supposedly promised as wellamgly advertised were r
given in reality. If the claim were to be accepésda class action, the claimant assesses his atadits 54 million. In the opinic
of the Company, based on the opinion of its leg&isers, the chances that the claim will be refpeteceed 50%; According
the Company did not make any provision for thisnal@ its financial statemen.

In August 2010, the Company was served with a claid a request for approval as a class action,hichnit is being sue
together with YOU, regarding the alleged omissiéraavay to notify the request not to receive conuizrcellular messag
(SMS) as required by law, and the failure to remtwe plaintiff from a distribution list of SMS nurals of "YOU" car
holders. The plaintiff's personal claim éstimated by him at NIS 1,250, and if the claincéstified as a class action,
approximate claim is estimated by the plaintiff\8 390 million. The Company is currently reviewitige claim and denying :
above allegations, however, at this time, givers thiatter is preliminary in nature, our financishtements currently do r
provide for any amount. We will continue to assieés matter as the request for the class actioeldps.

1 75% held by Blue Square and 25% held by Dor Alon.
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NOTE 30 — CONTINGENCIES (continued):

e.

In March 2010, Mega, YOU and Dor Alon were servethw claim and a request for its approval as ascéction regarding t
grant of discounts to YOU card holders in certagres of the "Alonit" chai.

The Claim requests that the customer loyalty pldhraturn discount sums that according to the @lahould have been gran
to YOU card holders who purchased in certain Aletdres and did not receive a discount, or receivdscount of 5% inste
of allegedly claimed discount of 10%

The plaintiff's personal claim is estimated by hamapproximately NIS 130 and if the Claim is apga\as a class action,

approximate claim is estimated by the plaintiffaat amount of at least NIS 49.4 million. In additidhe plaintiff requests
declaratory relief according to which the customab must grant a 10% discount in all Alonit chatores. The parties he
reached an agreement which has not yet receiveapiir@val of the Court.

In the opinion of the Company, based on the opinibits legal advisers, the chances that the ciailbe rejected exceed 50
Accordingly, the Company did not make any providienthis claim in its financial statements

In February 2010, a claim and a request to cethiéyclaim as a class action was filed against th@@any, regarding the grant
discounts to YOU card holders. The claim allegeat thuring a period of time unknown to the plaintifie Company held
special sale in which customers of Mega that armbses of the YOU club loyalty plan will receive additional discount «
10% on the sale price of certain products, and slistount was not granted fully as advertised. platiff's personal claim
estimated at NIS 3.10, and if the claim is certifess a class action, the approximate claim is estichby the plaintiff at NIS
million at least

The Company and the claimant came to a settlemmdrding to which the Company will pay an immategeount to th
claimant. The settlement is subject to court apalrov

Restricted practices

From April 2000 to May 2003, the Israeli Antitrugtuthority conducted an investigation into allegezbtrictive trad
arrangements between major supermarkets chairgarlland dominant suppliers. During the investigatan inquiry wa
conducted in the Company's offices and a former GEB@ other senior officers were questioned. On aignb, 2005, th
Commissioner of the Israeli Antitrust Authority iggl his position regardingcémmercial restrictive practices between
dominant food suppliers and the major supermarttilrchains”. According to the Commissioreeposition, some of the
practices were found to be restrictive trade ageremunder the antitrust laws. The Commissionehipited these practic
unless approved by the Restrictive Trade Practimst or exempted by the Commissioner himself. Aghtive practices th
were found to be restrictive according to the Cossioiner were the following: arrangements with sigpplthat determine tl
suppliers of the retail chains, their identity atiebir number; arrangements for the management adyst categories

conjunction with suppliers; arrangements regardhmg retail selling price; arrangements for deteingnmarket share of
particular supplies products and arrangements for determining pricade by suppliers to competing chains; arranger
with regard to the use of suppliersanpower to stock merchandise on the shelves ofhh& stores. Limits were impos
with regard to display areas, financial benefits to the chains and on speciargfto chains for meeting certain sale tar
After the publication of the position paper, then@oissioner stated his position that these direstienstitute gositior
paper, which isihtended to provide guidance concerning the normattatus of various practices in the food retailistry a
perceived by the Antitrust AuthorityThe Commissioner indicated that this document dagshave normative status. 1
Company has been applying most of these directivesng others, by adopting an internal complianogam. Presently tl
Company has no knowledge of how, if at all, itsibess would be affected should the Commissioner &alyy action against
with respect to those issues under dispute, whidheé Company's opinion and its legal advisersatacantravene the law.
August 2006, the Restrictive Trade Practices Capproved a consent decree reached between the Geionar and certe
food suppliers. The consent decree is directéldeatood suppliers listed therein and stipulatatous prohibitions, conditior
and restrictions that apply to these suppliers withard to certain practices. The consent decreleessies the followir
arrangements: Reduction in discounts and rebatexdhange for meeting sales targets, setting mathate, exclusivity i
sales, price dictation by supplier, and shelverayeanents.
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NOTE 30 — CONTINGENCIES (continued):

As to shelve arrangements: whereas in his positiooument, the Commissioner determined that the aissuppliers’
representatives to physically arrange the shelmethé chains’stores constitutes a restrictive arrangement, thgplers
disagree with this position, and the Commissiorggeed not to take enforcement measures with reigasdch arrangemer
for 30 months, so long as such arrangements sagsfgin conditions. In February 2009, the abow#odevas extended by
months, until February 2012.

The consent decree clarifies that nothing in thavisions contained therein prevents the chain sténem allocating she
space at its own independent discretion, evendh sllocation exceeds half the available shelf epao long as there is
involvement or interference from the supplier aodag as there is no prior coordination or ungerding with said supplier.
The Company is not a party to the consent decreeeter, it could nevertheless have an effect onpifaetices of th
Companys suppliers and indirectly on the Company. At tkiage, the Company cannot estimate the effect €
Commissioner's position and the consent decretsdimancial results.

Tax and local authorities:

A request for municipal taxes, including an inceea$ annual taxes, for approximately NIS 3.2 milliand a retroacti
request for NIS 12 million together with linkagedainterest differences were issued relating tddheéstics center in Rishon
Zion owned by Mega. According to the Company's ngan@ent, based on legal advisers, the chance thalbtbve request w
be accepted are below 50% and therefore no provigas included in the financial statements for thater.

In July 2005, the Income Tax Authorities issuedbtioe of a deduction assessment for the years 280004 to the Compar
The amount claimed under these assessments tdt&a84 million, and primarily relates to certainneéits granted 1
employees in the Comparsystores. In November 2005, several senior emptoyeeee questioned under warning, with res
to these benefits. Following these assessmentsifterdthe rejection of the Company's position o riatter, the Income T
Authorities issued deduction assessment orderthéoyears 20012004 in the amount of approximately NIS 44 millimnthe
Company. The Company filed appeals with the Distigurt contesting these assessment orders whicstilpending. In tr
opinion of the Company and its advisors, the piionis included in the Company financial statememn¢ssafficient to cove
the potential liabilities.
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NOTE 30 — CONTINGENCIES (continued):

In July 2007, the Israeli Tax Authorities issuediidaAdded Tax assessments for the years 2Q006 in the amount
approximately NIS 22 million in connection with tfieregoing deduction assessmeassspecified in item (4) below to !
Company. The Israeli Tax Authorities did not acomst of the Company's assertions, although theseagto deduct the to
amount to NIS 16.3 million. The Company filed arpeal with the District Court on February 2009, whas of the filing c
this Annual Report is still pending. In the opiniohthe Company and its advisors, the provisiomduitied in the Compal
financial statements are sufficient to cover theeptal liabilities.

Contingencies related to Dor Alon

a. A class action was lodged against a subsidiaryadiner fuel companies in December 2007. The totaluarhof the claim is NI
132 million (the subsidiary's share in this amoisniNIS 8.8 million). The claimant asserts that ttefendants charged e:
customer NIS 2 for fueling on Saturdays and ondayls.

Based on the opinion of its legal advisers, thesglidry's management believes that the chancdseaflaimant would prevail
the claim are lower than 50% and therefore didimdude a provision in its accounts for this matter

b. In October 2009, Dor Alon received a statementl@fc and an application for approval of the claimaaclass action; the cla
was lodged against Dor Alon and other fuel commanid@e claimant claims payment of damages of NKsrillion (Dor Alon's
share in the said claim amount as per the stateofiefdim is NIS 21.9 million)

According to the claimant, the defendants overab@rgim for fuel when filling up his car. Accordirtg the claimant, aft
passing his debit card but before starting to U, the payment meter started operating withoutpteevision of fuel. Th
overcharge has allegedly amounted at times to akeigorot and at times to several NIS.

In the opinion of Dor Alon, based on the opinionitsflegal advisers, the chances that the clairh heilrejected exceed 50
Accordingly, Dor Alon did not make any provisiorr fiis claim in its financial statements.

c. In December 2010 a claim and an application foraygd of the claim as a class action was filed wité District Court in Te
Aviv against Dor Alon, a subsidiary of Dor Alon atitk three largest fuel companies in the total arhofiapproximately NI
200 million. The claim was filed arguing that ligudil in the pipes and petrol tanks caused thearoirtation of ground wate
According to the claimants the fuel companies ditladhere to the guidelines of the Environment Btiyiand did not check t
fueling installations were waterproof. In the opimiof Dor Alon, based on the opinion of its legdViaers, the chances that
claim will be rejected exceed 50%; Accordingly, Don did not make any provision for this claimiis financial statement

d. In December 2010 a claim and an application foraygd of the claim as a class action was filed wité District Court in Te
Aviv against Dor Alon, and other fuel companieghe total amount of approximately NIS 197 millidthe issue in the claim
differences in temperature of the petrol betweennioment it is acquired by the fuel companies &ednoment it is sold to t
customers, in a way that misstates the amount efggnsold to the customers and this way, accortbntipe claimant, the fu
companies profit millions of NIS per annum. Dor Albas not yet filed its defense. In the opiniorDofr Alon, based on ti
opinion of its legal advisers, the chances thatcthan will be rejected exceed 50%; Accordingly,rDidon did not make ar
provision for this claim in its financial statemsr
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e. An administrative petition has been filed agaihst Tel Aviv municipality (and against a subsidiafyDor Alon and others beil
nominal parties). The purpose of this petitionoi®blige the Tel Aviv municipality to enforce thg-laws on the business of 1
subsidiary operating during the night, on Saturdaryd holidays in Tel Aviv. The subsidiary of DoroAl filed a response
which it presented its preliminary claims assertimgt the petition should be rejected immediatéhe sides have presented t
final arguments but no decision has been reacimethd opinion of Dor Alon's management, based enaghinion of its leg:
advisers, the chances that the claimants wouldagriemthe petition are lower than 50

f.  Several bills of indictment and verdicts are pegdagainst Dor Alon and its subsidiaries for operatfilling stations ¢
convenience stores without a business license andcampliance with permits. In addition, closing oldérave been issu
regarding public filling stations and conveniersteres that operated without a business license.cldsing orders are pend
and Dor Alon is making efforts to get the requilmgsiness licenses. bills of indictment have bekd fagainst a subsidiary
operating convenience stores without a businessdie. In the opinion of Dor Alon, the closure okar more of the fillin
stations and / or convenience stores that weredsslosure orders would not have a material effecDor Alon's results
operations

g. In December 2010 an indictment was issued in tlealloourt in Tel Aviv against Dor Alon, a subsidiaof Dor Alon, twc
officers of Dor Alon and an employee a claim by Erevironment Ministry claiming they did not perforchecks of the leaka
of fuel tanks and pipes in a number of Dor Alonigling stations and claiming that they did not pH®s results of the
waterproofness checks to the person in chargeeoptévention of water contamination by fuels in Evvironment Ministry (e
described above), claiming omission of reportinguofoil leak, non-treatment of a facility that wast waterproof and the non-
installation of a piezometer, in accordance witbd®Water Law and the 1977 (prevention of water @ambation regulations)
(fueling stations) Regulations. The relevant perfod performing the waterproofing checks in thetestgent of claim we
between 2000 and 2004. In accordance with Dor Alorenagement, based on the opinion of its legabardy the chances tl
the claim will be allowed are less than 50% andefoge Dor Alon did not make a provision in itsdimcial statement:

h. Dor Alon received claims for additional retroactiveinicipality taxes for four of its fueling statiodby the Hof Hasharon distr
Council ("the Council"). For one of the stationtse ttlaim was significantly reduced as a resultrohgreement reached betw
Dor Alon and the Council. The other claims amowrapproximately NIS 17 million. Dor Alon appealdstCouncil's Municip:
Tax claims. In accordance with Dor Alon's manageimessed on the opinion of its legal advisers d@nces that the claim w
be allowed are less than 50% and therefore Dor didmot make a provision in its financial statemse

i. On December 3, 2003 a claim was filed in the amofiftlS 450 against the gas companies (includisglssidiary of Dor Alor
alleging that the defendants were parties to @kavhich they entered into beginning in 1994 (amdn prior thereto) and up
2003, in the course of which the Restrictive PcadiAuthority gave notice of a recommendation lw dharges against the 1
companies and their managers in connection witretigtence of a cartel, as stated. The plaintifitends that by means of
alleged cartel the gas companies collected unfairiareasonable prices. A request for certificatibthe claim as a class act
pursuant to the Restrictive Practices Law, the Gores Protection Law and Rule 29 of the Rules oficCRrocedure (1984), w
filed together with the claim. The amount of thasd action waset by the requesting party at an amount of at MEZ 1 billion,
along with punitive damages. The subsidiary of Blim has submitted its response to the requestdification of the claim ¢
a class action. The parties twice reached a conmipeoagreement that was submitted to Court's appt
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NOTE 30 — CONTINGENCIES (continued):

However, the Court rejected the two compromise egents and therefore the legal procedures continuany case, in t
opinion of Dor Alon's management, based on theiopiof its legal advisers, the chances that thenci@ould be allowed by tt
Court are lower than 50%; therefore no provisios heen included in Dor Alon's financial statemdatghis matter.

j. A class action was lodged on March 22, 2009 agairsstbsidiary of Dor Alon and other gas comparthes;amount of the clai
is NIS 821 million (Dor Alon's subsidiary's sharethe said amount is NIS 32 million). In the stadetnof claim it is asserted tl
when the defendants replace a gas container todingumer the container still contains a certairuma of gas, which is lal
used by the defendants. According to the claimahesdefendants fully charge the claimants forghs in the container but 1
consumers do not use all of the gas they pay iitcessome of the gas is taken back by the defeadBior Alon filed a stateme
of defense and an application for striking it autlimine. Dor Alon's management estimates, basetheropinion of its leg
advisers, that the chances that the claim woulallbgved are lower than 50%; therefore Dor Alon dat include a provision fi
this claim in its financial statemen

k. On July 21, 2010, a statement of claim againstaidiary of Dor Alon, and a request to approvediam as a class action wi
received in Dor Alon's offices; the amount clainigd1S 100 million. According to the statement &fim, under Section 8(8)
the Prices Stabilization in Commodities and Sewvi@eder (Temporary Provision) Maximal Prices of Bibducts), 1996, tl
amount specified in the gas bill paid through thelbalso includes the bank's commission in respiettte payment of the bi
The plaintiff claims that she paid her gas billsotigh the bank and thereby was charged for the lsankmission for suc
payments. The plaintiff notified that she intendstibmit a request to strike off the claim as #sai¢ was discussed in court
decided upon. In the opinion of the Company's leghlisers, based on a legal precedent in this matie on the notice of t
claimant, the chances that the claim will be aceepire below 50% and therefore the financial statgsncurrently do n
provide for any amoun

I.  On November 3, 2010 a claim and a request to appifoe claim as a class action was issued agaissbsidiary of Dor Alo
and other gas companies (the share of Dor Alofysidiary was estimated at NIS 4 million). The isguéhe claim is the alleg:
cooperation between the gas companies and aparbuagdérs which requires tenants to enter into i@mts with a certain g
supplier in a way the tenant allegedly overpaysgéeecompany. The subsidiary of Dor Alon is culselearning the claim and
preparing its defense. In Dor Alon's opinion, basedhe opinion of its legal advisers, the charthasthe claim will be accept
are below 50% and therefore Dor Alon did not inelidprovision in its financial statemer

m. On June 27, 2010, a statement of claim and a retmepprove the claim as a class action and asiaadive claim was lodge
against Dor Alon, members of the Board of DirectofsDor Alon and Alon. The claim was lodged by haisl of Series .
debentures of Dor Alon that wish to represent tbieldrs of Series A Dor Alon debentures as of Falyrida 2010, who did ni
convert the debentures into Dor Alon shares. lir ttlaim, the plaintiffs claim that the distributiqon February 9, 2010) of 1
shares of Alon Natural Gas Exploration Ltd. to don's shareholders was an unlawful distributioheTplaintiffs also clait
that Dor Alon should have adjusted the Series Aedalyes' conversion rate following the distributminshares as above. 1
plaintiffs request that the Court would oblige Aland the membersf Dor Alon's Board of Directors to return to Dotof the
shares that were distributed as above; alterngtitie plaintiffs request that Dor Alon will be tgced to adjust the conversi
rate of the debentures to the "Ex rate" subsedoeitie distribution; alternatively, the plaintiffeek damages for nadjustmer
of the conversion rate. The matter is at the stadgthe provision of evidence by the parties. Thamde of the claim to |
approved is lower than 50%; therefore Dor Alon didmake a provision for the claim in its financ&htements
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n. In April 2011 Dor Alon received a claim aadequest to approve the claim as a class actamgminst a subsidiary of Dor Alc
in the total amount of NIS 30 million. The clairheges that in accordance with the Consumer PriotedRegulations (Price F
Measurement Unit), 2008, Dor Alon subsidiary isigéled to mark the price per measurement unitsPAM:PM stores, i
addition to the price of the product. According tte claimant, the lack of such marking does natbén examining tr
attractiveness of products which are sold in pgekaf different sizes or volum.

The Company has not yet filed a statement of defenc
In Dor Alon's opinion, based on the opinion ofl@gal advisers, the chances that the claim wilhbeepted are below 50% ¢
therefore Dor Alon did not include a provision s financial statements .

0. In March 2011 a claim and an application for apptaf the claim as a class action was filed agdirst Alon and other fu
companies. The issue in the claim is differenceasvéen the temperature of the LPG and the energyoitides as a result
burning. Based on information received from Dor idomanagement, the Company believes that the ekdhat the claim w
be certified as a class action are less than 5@dtterefore Dor Alon did not include a provisiontfinancial statement

p. As part of the ordinary course of business Dor Adeceives claims relating to its activities. In tgnion of management, ba:
on the opinion of the legal advisers handling tlants and in light of the relevant circumstancés, provisions included in t
financial statements are sufficient to cover thieptal liabilities and none of claims, individualbr in the aggregate, will hav
material negative effect on the Company's actisjtits financial condition or its resul

Contingencies related to Bee Group

In May 2011, a claim and a request to recognizeclhien as a class action was filed against the Gomppegarding special sales t
at "Kfar Hasha'ashuim" brand toy stores operatethbycompany's subsidiary (100%) of Bee Group Retdi.

According to the claimant, the toy stores mislegirtitustomers by not presenting the prices chafgeproducts prior to the spec
sales, as required by law, in addition to the spesles prices .

The claimant estimates the damage to the groufawhants for the purposes of the Claim at NIS 3Dioni .

Based on the opinion of legal counsel, managenfeghecCompany believes that the chances of thencdae remote.

Business licenses

The operation of the Comparsy’'supermarkets in Israel requires permits from redvauthorities including the Health ¢
Environment ministries and the Police and Fire DiEpants. Some of these permits are currently inndw@e of the C®p Blue
Square Services Society, or the Op; our former controlling shareholder, and ergiti¢her than the Company, and have not yet
transferred or réssued to the Company. In addition, as a resulhefreorganization of the Supermarket and Realt€&sigeration
conducted by the Company, suysérmits are to be transferred to the name of thellwlowned subsidiary, Mega Retail Ltd., wh
operates all of the Company's Supermarket actifitythermore, as a result of the hostilities betwiseael and the Palestinians,
relevant authorities, including for example theigm| have required the Company to adegmtious security measures. These sec
requirements prescribe extensive investment imsaiguipment, the retaining of security personmal may lengthen the time tal
to obtain permits from the municipal authoritiestte event that the Company is unable to obtaimaintain the required permits
may be required to close the affected stores ar tdker action. However, the Company does not igatie that not obtaining t
necessary permits will have a material adversetedfe its business.
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As of December 31, 2010, some of the Company'srewg&et stores and our Eden Teva Briut stores havevalid busines
permits/license.

From time to time the Company and some of its tinscand managers are indicted in connection wiginess licenses and planr
and building regarding of the Company's storesofAthe date of this Report, there are provisiodasure orders pending agai
some of the Company's stores. The Company is wgridwards obtaining the required permits and atstimae time delaying t
effectiveness of the provisional orders until suetuired permits are obtained. Management estintlaééshese matters will not he
a material adverse effect on the Company's opastio

Claims that have been closed during the period

a.

In December 2009 the Company was served with ancland a request for approval as a class actionrdiegg allege:
misrepresentations as to the contents of Fruitagsizresold by the Company under its private labelgdie The plaintiff's person
claim was estimated at NIS 52 and if the claimppraved as a class action, the plaintiff estimaibesclaim at least at NIS ¢
million. On April 28, 2010 the claim was withdrawaffer an agreement was signed between the Congrahthe plaintiff

In August 2010 a claim was filed against the Conypamcluding a request for it to be approved adaa<action, alleging that t
Company does not deduct the weight of the packageéhich it sells fresh meat. The plaintiff's perabclaim is estimated by him
NIS 873, and if the claim is certified as a classom, the approximate claim is estimated by treentiff at NIS 437 million. In Marc
2011 the request to certify the claim as a clatisrawas struck off and the personal claim wascteje.

Certain shareholders of Dr Baby (a subsidiary oEBENd its former general manager, are disputieggbuance of additional 5,C
shares of the Company in consideration for NIS M8ilfon, which resulted in the dilution of theipldings and the dismissal of
former general manager. As a result of the aboegesissue, BEE's holding in Doctor Baby increasgd&1% to 98.08%. Doct
Baby's shareholders and its former general mamageest the annulment of the issuance, or alteedgtithat the Company will p
them a compensation in the amount of NIS 15 millibine issue is in the process of hearing beforarhitrator. In January 2011 1
arbitrator issued his opinion to reject the clamit$ entirety.

On September 14, 2009 the Company was served veltira and a request for approval as a class atien"Claim™), in which th
Company is being sued regarding the sale of cosmatid perfume products without marking the exgate or the period of allow
use after its opening, as is allegedly obligataryoading to the 15 amendment of the Pharmaciséxtile [new edition] 1981 whit
came into effect on July 1, 2009. The plaintiffergopnal claim is estimated by him at approximaté¢l$ 175 and if the Claim
approved as a class action, the approximate clgigstimated by the plaintiff at least at NIS 13lioml. In addition, the plainti
requests that the court will issue an injunctiorbfdding the company from selling such produstthout the marked expiry date
the maximum allowed period for use after openinige Tompany and the plaintiff came to a compromgeement according
which the Company will pay the plaintiff an amodimat is immaterial to the Company. The compromgrea@ment was approved
the Court, although the court reduced the sumswiea¢ agreed upon as lawyer's fees and plaintiffapensation. In March 20:
the plaintiff filed an appeal to the Supreme Cauith regard to said reduction of lawyer's fees plaintiff's compensatior
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e. In November 2010 a claim including a request togaize it as a class action was filed against tben@any, claiming that tl
Company did not grant discounts as part of the Y@amotion for customers paying with the "Rav Cand™Praxel" cards and /
the impossibility of paying with a Praxel card imetloyalty club promotionlf the claim were to be accepted as a class athie
claim amount would be estimated by the claimami& 7 million.

In June 2011, further to the crediting by the Conypaf customers that did not receive discounts,ciingrt accepted the plaintiff’
request to withdraw the claim, and approved se#ttgnsums agreed upon between the parties, in amurgnmmmaterial to th
Company, as lawy’s fees and compensation to the plaintiff, to be paithe plaintiff by the Compan

NOTE 31 — COMMITMENTS:

a. On December 26, 2006, all conditions precedenthfercompletion of the agreement between Blue ScaradeDor Alon (a subsidia
of the Company since October 3, 2010, see also B)pthe first party, and Cal - Israel Credit Catdd. (hereinafter <CAL) anc
Diners Club Israel Ltd (hereinaft- Diners Israel), a subsidiary of CAL, the secondyawere satisfied
According to the said agreement, the Company andAban jointly purchased from CAL 49% of the Issugltiare capital of Dine
Israel in consideration for a total amount of apgrately NIS 21.3 million (hereinafterthe Consideration). The holdings of B
Square and Dor Alon in the issued share capitdDiokrs are as follows: The Company - 36.75% and Blon - 12.25%. Th
consideration was financed through a non recowae provided by CAL to Blue Square and Dor AloneTban is for a period of
years, and it is linked to the CPI and bears istesiean annual rate of 6%. The loan is due tapaid in a single payment at the
of the period. The loan and interest are securgdpnthe shares of Diners Israel. Both parties camcel the agreement if, at the
of a period of 4 years and/or 6 years, the numberaglit cards will not exceed a pagreed quantity, as set in the agreement, or
loyalty plan ceases to function or the customeb elgreement (referred to in b below) is terminated.

Furthermore, the Company is entitled to receiveine arising from the activity of the loyalty prograin proportion to its holding

in the shares of Diners Israel. The entitlemerthefCompany to participate in the income fromabtvity of Diners Israel, which
not part of the loyalty program’s activity, is comgent upon meeting some milestones at defined times asifia in the
agreement. As of the date of this report, thetlentient has not yet been established, and heneeCdmpany has not presentec
share in the investment in Diners Israel, and ability was recorded in respect of the said lodme Tompany will be entitled, unc
certain conditions and during a pre-defined pertodpurchase the right to participate in the incami®iners Israel, against a one-
time payment.
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On May 25, 2011, the agreement was amended.

Under the agreement with CAL, Blue Square and DmmAwere entitled to share with CAL the net incoofeDiners Israel i
connection with the activities of the credit cab#dsring the “Youname based on the respective ownership interefars Israe
In addition, Blue Square and Dor Alon signed areagrent with CAL pursuant to which Loyalty Plan memsbare to be issu
Mastercard “You” credit cards that will be treatdgt same as the Diners “You” credit cards for theppse of Blue Square’
agreement with Dor Alon. On May 25, 2011, managenagmeed to an amendment to the agreement of plascbetween CAl
Diners Israel, Alon Holdings, Dor Alon, and the AldloldingDor Alon Joint Loyalty Plan Partnership, pursuamtwhich Alor
Holdings and Dor Alon would have the right to 49%gtee profits of Diners Israel Ltd., both relatedthe “You”bearing credit card
and to all other credit cards issued by Dinergdi¥e as of Januaryst, 2011 (with the exception of certain activitieg hrofits o
which will be allocated to the parties per thespective holdings from July st, 2011). Alon Holdings and Dor Alon will repay
non+ecourse loan granted to them by CAL for the pusehaf the shares in the amount of NIS 34.3 milliadditionally, the
amendment sets the terms as to the business nshifiobetween the parties and extends the agream&hDecember 31, 201
following which the agreement will be extended &or additional three years based on the terms amdit@mns set in the amendm
to the agreement. The amendment also sets a dadoutaethod for the purchasing the 49% of Dinersiedvby Blue Square and
Dor Alon, should the agreement between Diners &edLbyalty club not be extended. As of the datehi Annual Report, tt
amendment has been approved by the parties’ réapocards of directors.

b. Operating lease commitments - the Compaagel various retail outlets, offices and warehouseer noncancellable operatit
lease agreements. The lease terms are betweeanfivé0 years, and the majority of lease agreenagatsenewable at the end of
lease period at market rates. The Company leasgsicder cancellable operating lease agreerr
The Company is required to give up to two monthicedor the termination of these agreements. Futminimum payments unc
non-cancelable operating leases for the years qubseto the statement of position dates are &sfsi

December 31

2009 2010

NIS in thousands
First yeatr 214,53( 320,28:
Second yea 201,45( 307,50!
Third year 188,39« 265,28¢
Fourth yeal 149,64 222,17
Fifth year 113,18 192,41°
Sixth year and thereafter 308,77¢ 797,57:

1,175,98 2,105,23
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C. Capital commitment

Capital expenditure contracted for at the staternéfihancial position date but not yet incurredssfollows:

December 31

2009 2010

NIS in thousands
Property and equipment 38,557 36,04:
Investment property - 35,01;
Inventory 17,20( 1,37¢

d. Kibbutz Eyal

Further to the contingent transaction signed in7206th Kibbutz Eyal, the Israel Land Administratiayave it:
approval to grant 41 dunams to a joint venture ibbkitz Eyal and BSRE against the payment of prejesige fees |
NIS 12.1 million. In February, after the conditionisthe transaction had been fulfilled, the tratismcwas complete
and the parties signed a protocol of operationgmiing to which, among other things, BSRE will rieee50% of th:
authorized and issued share capital of the jointwe in consideration for the transfer of the tigim the real estat
BSRE granted the entity shareholders loans in theuat of NIS 1.3 million and NIS 7.0 million in csideration fo
the issue of a series of capital bonds grantedhfperiod of five years. At the date of these finahstatements tt
joint venture started preparations to apply fotding permits.

In May 2011 the joint venture entered into a reatreement with Mega Retail. The rental agreensestibject to
approvals of the relevant corporate bodies incigdive approval of the general meeting of BSRE.

e. Wholesale market
For commitments relating to the Wholesale markejqut, see also note 9a.
f. Agreement with the Palestinian Autltyfor the supply fuel products

In August 1994, Dor Alon entered into an agreem@tit the Palestinian Authority for the supply of gipes of refined fuel
products (including the marketing of LPG for a ddlzsy) for the purposes of use in the areas thaaad will be under the
jurisdiction of the Palestinian Authority duringetiperiod of the agreement (hereaftéhe-Palestinian Territories). Under -
agreement Dor Alon was granted the exclusive tigisupply refined fuel products from Israel to Bedestinian Authorities
in such a manner that Dor Alon is the sole autlearigupplier of refined petrol products to the Ralem Territories. In
December 2006, Dor Alon and the Palestinian Authagached an agreement to renew the above agrésnigact to a
number of changes. Under the renewed agreemenimeaning 2007 Dor Alon supplies distillates and L&®y to the Gaz
Strip (instead of the entire territories of thedatihian Authority). In 2010, approximately 7% odDAlon's sales were
destined to the Palestinian Authority. Dor Aloncaéitered into an agreement with a third partyghtter —the partner), th:
is entitled to part of the profits, calculated lhee an economicalculation, arising from sales to the Palestiriarthority in
accordance with the agreement and its conditions.partner's share, as above, is carried to sakpgnses in the financial
statements.
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g. In July 2002, Dor Alon transferresl diffices to a site close to Kibbutz Yakum. Theskeagreement was signed for
a period up to July 2012 and was extended durid® 20 July 2013 with the option for the extensiémmioe year. The annt
rental is NIS 1,992 thousand, linked to the Decen2b@1 CPI.

h. Dor Alon has agreements with the awmod land for the building and operation of 21irij) stations and three
agreements for the building of commercial cent®rg. Alon has undertaken to pay Alon Israel Oil Cemyp Ltd. An
amount equal to U.S. $ 250 thousand for each oaltewe agreements that is exercised. An agreesennsidered
exercised when the filling station or commerciaitee has started providing services to the pullicof December 31,
2010, two commercial centers and two filling statidnad started operation.

i. As part of Dor Alon's formal negdtans with the Environment Ministry it suggestethalti-annual plan for
identifying and rectifying pollution in filling steon sites operated by Dor Alon and which werethaftler the Water
Regulations came into force. Under the plan DomAldll perform the above plan over a period of &nge The said plan
and any activity performed in the framework of tpian are considered to be of a positive naturthbyEnvironment
Ministry. Such positive actions may be taken intoaunt when deciding whether to take Dor Alon aaafficeholders to
Court. In addition, Dor Alon and the Ministry re&chan understanding on the installation of a systesigned to prevent
fuel fumes emissions (stage 2) in the filling stas operated by Dor Alon. As part of the said ustderdings, Dor Alon
would install such systems in sites that are latafeto 40 meters from residential properties. Adicg to Dor Alon's
management, Dor Alon will install such system ip@ximately 16 filling stations that it operate$elcost of such an
investment amounts to approximately U.S.$ 70 thodigeer filling station. Dor Alon expects that itsvestment in the
relevant equipment, in order to implement the pimris of the said Regulations, in each of the heatyears will be
approximately NIS 6 million. In addition, Dor Alaxpects that it will be required to invest furtla@nounts also in future
years.

NOTE 32 - LIENS AND GUARANTEES:
LIENS:

a. A proportionately consolidated Company has regéstdixed charges on its land, goodwill, rights isurance ar
share capital and a floating charge on rent inctoma its assets to secure its liabilities to banks.of Decembe
31, 2010, the Company's liabilities relating to pgreportionately consolidated Company amount ta@gmately
NIS 4.3 million.

b. The BEE Group and some of its subsidiaries (exolydNa'aman and Vardinon) placed unlimited, fixed #ioatinc
charges and a first ranking lien on the warehousk al its assets, property, book debts, rent, galbdorofits,
revenues, rights of ownership and other benefitawor of banks to secure their liabilities to bap&mounting as
December 31, 2010 to NIS 173.8 millic

In order to secure the liabilities of Nehan and Vardinon, the companies have undertaketo peedge any of the
assets and/or provide any kind of guarantee tdré party without prior approval of the banks.
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C.

As of December 31, 2010 there are charges on fliftégroperties transferred to BSRE by Mega Réitll for the
purpose of securing the liabilities of the vendofghe above properties acquired by BSRE to thadigs (mainl
banks). The balance of loans as of December 310,40t which the liens were placed amounted to axiprately
NIS 237.1 million.

In addition to the above, at the date of approvathese financial statements on five of the asséigh were
transferred as part of the split off from Alon Hioigs in 2006, together with the foundation of BSHERs wer:
placed to secure the liabilities to third partieminly banks) relating to these properties to Atwidings.

Also, charges have been registered on seven fupttogrerties from among the properties transferhedhe latte
case, however, the Company has received ‘exclusttars’ (hereinafter - the conditional ‘exclusilatters’) from the
holders of the above charges. The Company haseatBSRE, that it has abided by, or will abide g terms of th
conditional ‘exclusion lettersand that there is no significant impediment to tloenpletion of their transfer
BSRE.

On December 31, 2010 a BSRE subsidiary had a toban amount of NIS 74.5 million to finance the bishhment o
logistic center in Beer Tuvia. A first ranking li@m the property and the accompanying rights wgstered in favc
of the bank

As of December 31, 2010 there is a charge on ortaeoproperties transferred from Mega Retail to BSBr the
purpose of securing the liabilities of the vendofsthe property acquired by Mega Retail to thedhparties. I
addition, a charge has been registered on oneefupttoperty transferred by Mega Retail Ltd. To BSREavor of ¢
third party . In the latter case, however, MegaaRédtas received "exclusion letter" from the hoklef the abov

property.

In order to secure the liabilities of Dor Alon aitsl subsidiaries to banks, the balance of whiclefadecember 3:
2010 amounted to NIS 733 million, Dor Alon andstgbsidiaries floating charges on all their assstsare capital ar
goodwill, excluding relating to the domestic satdd PG. Some of the unlimited charges are in acanceé with
development contract with the ILA. Liens were gidaced on ownership rights in certail real estatgets and righ
to receive funds and notes, insurance rights Btconnection with these real estate assets. Toeséoa liabilities ¢
other subsidiaries to commercial banks a fixedaedrrent charge were placed on the current aghetfixed assel
the goodwill, the insurance rights, the receipterfrcredit card companies and share cag

In addition, Dor Alon recorded a first degree pledun the shares of 14 proportionally consolidat#ities and all th
accompanying rights, a first degree pledge on sig¥ttich were pledged to Dor Alon in connection watimmercie
centers and fuel services, including insurancetsigdnd the right to receive funds from various debtan
shareholders of the proportionally consolidatedtiest

GUARANTEES :

a. The Company has provided bank guarantees for plairties such as service suppliers, for gift cedties and customers
an aggregate amount of approximately NIS 5.5 mlliBurthermore, the Company has provided bank gteea for it
subsidiary, Eden Teva Briut, in an aggregate amotiapproximately NIS 120 millior
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b. BSRE has issued the following guarante

i. A guarantee for the liabilities of the purchasarsthe sellers as part of the Wholesale market actio. Ir
addition, BSRE guaranteed the liabilities of thegartionally consolidated companies discussed te 8¢a)1.

ii. Inan unlimited amount to a bank as part of thelit@nd loan agreement discussed in note 9

ii. In the amount of NIS 4,140 thousand to fred-Aviv municipality and the building contractor fdnd Giv'on ce
park.

iv. In the amount of NIS 9.7 million to the Netanya eleyment organization as part of its liabilities &
development agreeme!

c. Mega Retail provided a bank guarantee to a thirtypa an amount of approximately NIS 4.9 millic

d. As of December 31, 2010, Bee Group and some adhvisstee companies (excluding Na'aman and Vardipooyidec

guarantees to each other for the total liabiliteethe banks of the group (excluding Na'aman, Sttemhd Vardinon) in ¢
amount of NIS 94.3 million

e. Dor Alon provided guarantees in the amount of Nd3,501 thousand in connection with tenders in witigharticipates ¢
a bidder and in connected with legal proceedinggtiech it is a party

f. Dor Alon provided a guarantee of NIS 15.5 millitm secure its debentures and met the relevantneons as i
December 31, 201i
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NOTE 33 — RELATED-PARTY DISCLOSURES

a.

Key management personnelneludes the members of the board of directorsserdor managers in the Company
Dor Alon, as well as the CEOs of BEE Group and BSRE

The principal related parties of the Company amegrag others: Alon Retail Ltd., Alon Israel Oil Coany Ltd., Alor
USA LP, Bielsol Investments (1987) Ltd., collecti@equisition entities of kibbutzim in Israel thailth Alon Israel Oi
Company Ltd, and other companies, whose interestsantrolled by the Company's directors amongrsthe

Transactions with related parties:

The following table provides the total amount ainisactions that have been entered into with relpéetles for the releva

1)

2)

3)

4)

financial year:

Year ended December 31
2008 2009 2010
NIS in thousands

Directors' fees 1,70¢ 1,71¢ 3,07(
Legal consulting (5) 2,024 5,051 2,434
Purchases (4) 851,66! 840,48t 814,58:
Commissions (1) (5,749 (6,636 (4,98¢)
Discounts (2) 924 444 49t

In January 2004 the shareholders of Blue Squareapg an agreement according to which it provides Blon purchasin
and supply services for stores operated by thencoimsideration for these services, the Compargntgled to paymel
equivalent to the cost of the services provideith Wie addition of a margin as stated in the agesdr

On September 13, 2005, the Compargeneral shareholders meeting approved a dis@umigement for some of |
employees of the companies holding directly orractly in the Companyg shares (some of the employees of Alon Gr
(hereinaftel- “the entitled employe”).

The discounts to be given to the entitled empleyei be identical to those given to the Company’smployees, whic
during 2010 were: 12% at the Mega In Town stor2%p At Mega odine, 12% at the Mega stores and 6% at the Shuaifi
stores and Mega Bool stores.

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

The Company sells gift certificates for the parueain the certificate less a discount, accordingdommercial terr
negotiated with the clients during the regular seusf busines:

Mega Retail purchases goods from Tnuva and Dor Altvese arrangements are in the ordinary coursemobusiness, ai
the terms and conditions of these arrangementsaatfarm'slength”. The Company purchases most of its daimgst
produce and poultry products from the Tnuva corfanawhich holds a leading position in the domestairy and poultr
markets. To our knowledge, sometbé collective acquisition entities of kibbutzim lsrael that hold shares of Alon, 1
controlling shareholder, hold 21.5% of Tnu\
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NOTE 33 — RELATED-PARTY DISCLOSURES (continued):

5)

6)

7

8)

The Company receives legal services from S. BiraDoa related party of the Compa
Employment agreement with Ms. Moran Wiessr

The Chairman of the Board of Directors' daughtes, Moran Wiessman, is employed in BEE Group asoag®s engine
since January 2009. Moran Wiessman receives a gazse monthly wage of NIS 12,000, car maintendimcthe amount ¢
NIS 600 gross per month in addition to fuel expshsand social benefits as acceptable for an emeloyder status. Tl
employment agreement was approved by the audit ¢ceanthe board of directors and the general mgedf the Compar
in July 2009. As part of this approval, the apptquacedures in the Company necessary for a pagase or grants to b
Wiessman were determined. Ms. Wiessman holds ad@e8ee in Industry and Management from Ben Gudboiversity.

Point Wells

During 2010, BSRE acquired an approximately 240aduparcel of property in Poiviells near Seattle, Washington, U:
for U.S. $19.5 million from a subsidiary of Alon BSa related company, which serves primarily asaatgfor storage ar
distribution of fuel and oils and an agreement égedop the property. BSRE intends to change théngoof the land fror
heavy industrial use to urban center zoning. Theuwarhis included in real estate inventories in sketement of financi
position. During the year BSRE received rental mecof U.S $ 878 thousand (NIS 3.3 million) and tajzied borrowin
costs of U.S. $ 680 thousand (NIS 2,413 thousahig. rental agreement is for a period of up to 18rgeln case tt
Company were to sell the land, the subsidiary @hAUSA may participate in the consideration netasts as defined in t
agreement.

Acquisition of apartmer

During the year the Company's chairman acquireapantment from a proportionally consolidated conypian NIS 2,330
thousand.
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NOTE 33 — RELATED-PARTY DISCLOSURES (continued):
b. Balances with related parties

Year-end balances arising from sales/purchasesaifgjservices:

December 31

2008 2009 2010
NIS in thousands
Trade receivable 56,55( 58,47¢ -
Other receivables 8,10¢ 7,93( 33,90
64,65¢ 66,40¢ 33,90:
Trade payable 74,40 70,89« 95,56
Other payables 80 233 327
74,48: 71,127 95,88¢

The receivables from related parties arise mairdynfsale transactions and are due two months tiféedate of the sales. 1
receivables are unsecured in nature and bear @egit There are no provisions held against rebksdrom related parties.

As to a loan of NIS 129,000 thousand from the adliig shareholder — see also note 19.
As to a loan receivable from a related party, sse 4.
c. Dor Alon
1. In March 2005, Dor Alon and Alon signed a managedmegreement, whereunder the parent company wouldereDor Alot

period of the agreement, the chairman of the Badr®irectors of Dor Alon will be appointed based tre parent compan
recommendatior

2. Dor Alon pays quarterly management fees equal ta8%or Alon's EBITDA (income from ordinary operatis with the addition
depreciation and amortization) in accordance withr Blon's quarterly, consolidated financial stataetse but not exceeding N
1,250 thousand per quarter, linked to the CPI ofdbgber 2004. The management fees do not includetdits fees and su
directors (excluding the chairman of the board icédators and the president of the company) wouleititled to receive directo
fees from Dor Alon. This management agreement wdsrice until December 31, 2010, and on Decembei2B8@0 the agreeme
was renewed, with the same terms as stated abmva,flirther five year period with the agreementhef parties. At the end of 1
period the agreement will be renewed for furtheedhyear period:
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NOTE 33 — RELATED-PARTY DISCLOSURES (continued):

3.

In May 2005, Dor Alon and Alon signed an agreemantording to which Dor Alon would be allowed topdsit funds with Alor
from time to time, and at the mutual agreementefparties, and to receive funds from Alon on @ii-terms, linked to the prin
interest rate less 1.25%, subject to a maximumI&fH0 million at any time. The agreement is unlediand either party is entitlec
terminate the agreement by providing a three mamitten notice.

On January 6, 2011 a new overdraft agreement \gagdj for a period of five years, under which theds provided by Dor Alon
Alon as a loan or by Alon as a loan to Dor Alon|lwbt exceed NIS 150 million at any time linkedttee prime interest rate I
1.25%. Against the deposits, the depositor isledtiio require the recipient party to provide her third parties bank guarantees
letters of credit. Each party is entitled to redemmequire redemption of the balance by givinga®bf three banking business d:
See also note 3.

As part of the transfer of assets and operatioaisttiok place in 2004, Alon undertook to indemmifgr Alon for expenses Dor Al
may incur relating to the period through the ddtaansfer of the assets and Dor Alon undertooktemnify Alon in case lawsu
would be brought against it in respect of expemséing to the period subsequent to the transferseets to Dor Alon. Also, D
Alon undertook to indemnify Alon in respect of thex liability to which Alon would be subject if Doklon were to breach tl
provisions of Section 104A of the Income Tax Ordiceregarding the transferred assets. Alon hasriak@d® to indemnify Dor Alo
in respect of any amount Dor Alon would be requitegbay in connection with the period during whizh employees of Alon th
were transferred to Dor Alon as part of the tranefeoperations were employed by Alc

Key management compensation

Year ended December 3.

2008 2009 2010
NIS in thousands
Salaries and other sh-term employee benefi 17,53¢ 20,74: 20,97:
Pos-employment benefit 1,401 1,59 854
Share-based payments 3,971 6,172 3,04(
Total 22,917 28,51( 24,86¢
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NOTE 34 — SEGMENT INFORMATION:

The Company includes segment information according to IFRS Be Tompany's chief operating decision maker revithg
Company's internal reports in order to evaluatéoperance and allocate resources. Company's managérag set the operati
segments based on the internal reports.

The Company presents four reportable segments:r@apieets, Commercial and fueling sites, Nond (Retail and Wholesal
and Real estate. Most of the Company's activitiedacated in Israel.

Selling, general and administrative expenses oflHgaarters operations and financial income and resgare not included in
results of each of the operating segments.

Additional data provided to the chief operating idiee maker apart from the data provided below &asured in a manner t
corresponds to the method of measurement usee ifingncial statements.

The Company's four operating segments consisteofaitowing:

(1) SupermarketsThe Company operates the second largest food w#taih in Israel. Through its subsidiary, Megadf
Ltd. ("Mega Retail"), which operates Supermarkedniches, the Company offers a wide range of foall lzeverag
products and “Non-fooditems, such as houseware, toys, small electrigaliaaes, computers and computer access
entertainment and leisure products and textile yectedand “Near-Foodproducts, such as health and beauty aids, prc
for infants, cosmetics and hygiene products. Thigngent also includes properties owned through B8R&onnectiol
with the supermarket operation of Mega Retail'sest@including warehouses and office

(2) Commercial and fueling sitesTrough its subsidiary Dor Alon the Company is egeghin the development, construc
and operation of vehicle fueling stations, adjacrhmercial centers and independent conveniencesstmarketing ¢
fuel products and other products through the fge$itations and convenience stores and direct miagkef distillates t
customers. The commercial and fueling sites segisenmtesented according to the published finargti@iements of Di
Alon. In the reconciliation to the financial statemts the Company reclassified the credit card feesb included tF
amortization of the excess of cost arising at itme f acquisition

(3) Real Estate Fhrough its subsidiary BSRE the Company is engageenerating yield from commercial centers, ldgg
centers and offices, land for the purpose of chpjgareciation and deriving longrm yield as well as in the developnr
of the "Wholesale Market" residency proje

(4) Non-food (Retail and Wholesale)arough our subsidiary, BEE Group Retail Ltd. ("BBEoup"), BEE group operates

retailer and wholesaler in the non food segmentoABecember 31, 2010, Bee Group operated 281 fuwd Retai
outlets, mostly through franchisees, with spe@altn houseware and home textile, toys, leisurg jriant.
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NOTE 34 — SEGMENT INFORMATION (continued):

Non - food Commercial
Retail and and fueling Total
Supermarkets wholesale Real estate sites Adjustments consolidated
NIS in thousands

Year ended December 31, 2010:
Net segment revenu: 6,894,97! 438,62: 25,162 1,144,98. - 8,503,74-
Inter segment revenu - 43,44 - 8,33¢ (51,787 -
Depreciation and amortizatic 163,02( 15,15¢ - 27,32¢ 1,441 206,94!
Operating profit (loss) before other ga

and losses net and changes in fair vi

of investment propert 241,94: (7,189 (4,847) 42,93¢ (9,429 263,42:
Segment profi 232,94 (19,519 28,07: 39,33t (9,429 271,40¢
Unallocated corporate expen: (22,000
Financial expenses, n 149,99!
Share in losses of associa

companies, net (518)
Income before taxes on income 98,89¢
Year ended December 31, 200!
Net segment revenu: 6,863,02! 464,26t 21,79( - - 7,349,071

Inter segment revenu - 58,87 - - (58,879 -
Depreciation and amortizatic 153,34° 11,901 - - - 165,24¢

Operating profit (loss) before other gains ar

losses net and changes in fair value of
investment propert 211,12( 34,321 12,14¢ - 72C 258,30¢

Segment profi 190,88: 23,24t 32,92( - 72C 247,76°
Unallocated corporate expens (17,34)
Gain due to decrease in holdir 3,21(C
Financial expenses, n 112,67
Share in losses of associa

companies, net 37)
Income before taxes on income 120,92!
Year ended December 31, 200t
Net segment revenu 6,966,83! 442,13( 20,152 - - 7,429,12:
Inter segment revenu - 55,39: - - (55,397 -
Depreciation and amortizatic 143,70 10,17¢ - - - 153,88:
Operating profit (loss) before other ga

and losses net and changes in fair vi

of investment propert 258,16¢ 23,35 7,37¢ - 2,957 291,85¢
Segment profi 246,09¢ 23,16: 26,44t - 2,957 298,66
Unallocated corporate expens (26,60¢)
Gain due to decrease in holdir 9,781
Financial expenses, n 105,59¢
Share in losses of associa

companies, net (33
Income before taxes on income
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NOTE 34 — SEGMENT INFORMATION (continued):

The Company does not regularly report any segnesgta and liabilities measure to the chief opagatigcision maker, see also
note 2c.

NOTE 35 - EVENTS SUBSEQUENT TO DECEMBER 31, 2010

a. In February 2011 Na'aman published an offer tolpase the balance of the shares (2.6 million shafégardinon it does ni
already own in consideration for NIS 7.9 millionn ®arch 15, 2011, the acquisition was completedthrdvardinon shar
were delisted from the Tel Aviv stock exchan

b. On March 13, the subsidiary Alon Cellular, receivedicense from the Ministry of Communication toeogte as a mobi
virtual network operator (MVNO). In connection withe Companys plans to enter the cellular communications mably
becoming an MVNO, on March 23, 2011 Alon Cellulned a memorandum of understanding with Partnenr@onication
Ltd. for launching cellular services in an MVNO rabdwhich will enable Alon Cellular to offer celld services and becol
a major player in Isra’s communications marke

c. On March 10, 2011, a joint venture of Dor Alon aadhird party in a memorandum of understanding V@tlgat sugi
refineries Ltd ("Sugat") to construct a cogenerafacility by the joint venture (on land that wile leased to the joint vent
by Sugat) to produce up to 110 Watt. Through #udlify the joint venture will produce steam, elgity and carbon dioxic
that will be produced in the facility also to thiparties. In addition, the memorandum of understandet out that the joi
venture would connect Sugat's factory to the naggaa network, will convert Sugat's existing enefagility to a dual facilit
allowing using either crude oil or natural gas,| wpperate and maintain the existing energy facflitySugat, all in accordan
with the terms and times set out in the memorandiiomderstanding

d. Through June 1, 2011, additional convertible delnest with a par value of NIS 166,668 were convetted7,399 shares
the Company

e. On March 22, 2011, 290,000 options were grantedbtlie 2008 Option plan. The exercise price is B651 per option. |
accordance with the 2008 option plan the beneficiet! receive a number of shares that reflects likaefit element in tt
options. The period of exercise for the optiond & six months from the vesting date (two thirfithe options vest after tv
years of the grant date and one third after theses/from the grant date

f.  See note 31 for the amendment to the Diners agmesfter the statement of financial position d.

g. See note 31 for the amendment to the agreementiiitiutz Eyal.
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DETAILS OF PRINCIPAL SUBSIDIARIES, PROPORTIONALLY C ONSOLIDATED COMPANIES AND ASSOCIATES AT

DECEMBER 31, 2010

APPENDIX

Percentage of
ownership and control
by holding Company a:

of December 31,

Holding Company Name of Company 2010
Alon Holdings Blue Square-Israel
Ltd. Mega Retail Ltd 10C%
Blue Square Real Estate L 78.3"%
BEE Group Ltd. 10C%
Diners Club Israel Ltd 36.7%%
Dor Alon Energy in Israel (1988) Lt 78.3¢%
Alon Cellular Ltd. 70.1%
Mega Retail Ltd Eden Briut Teva Market Ltc 51%
Loyalty plar-partnership "YOU' 75%
Radio Nor-Stop Ltd. 33%
Blue Square Real Estate L Kenyon Hadar Management Company L 50%
Hyper Lod Center Ltc 10C%
Joint venture Blue Squa- Hadar 50%
Logistic Center Bee Square Real Estate 10C%
Center Investments 1108 Li 50%
Izdarehet Investments Company L 50%
City Core Tel Aviv Ltd. 50%
City Mall Tel Aviv Ltd. 50%
Bee Group Ltd Na'aman Porcelain Lt 66.85%
Kfar Hasha'ashuim Marketing Lt 10C%
Doctor baby 98.1%
Na'aman Porcelain Lt Vardinon Textile Ltd 88.7%

Sheshet Chain of Stores for Household

Utensils Ltd. 10C%
Dor Alon Energy in Israel (1988) Lt Dor Alon Gas Technologies Lt 10C%

Dor Alon retail sites management L1 10C%

Alon fuel management and

operation networks (1999) Lt 10C%

Loyalty plar-partnership "YOU' 25%

Dor energy holdings (2004) Lt 10C%

Subsidiary
Subsidiary

Subsidiary
(see note 5al«

See note 32(1
Subsidiary
Subsidiary
Subsidiary

Partnershiy

Associated Compar

Proportionately
Consolidatec

Subsidiary

Proportionately
Consolidatec

Subsidiary

Proportionately consolidate

Proportionately consolidate

See note 9(¢
See note 9(c
Subsidiary

Subsidiary
Subsidiary

Subsidiary (see also note &

Subsidiary
Subsidiary
Subsidiary

Subsidiary
Partnershiy
Subsidiary
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ITEM 19.

EXHIBITS

The exhibits filed with or incorporated into thimAual Report are listed in the index of exhibitklbe

Exhibit No. Description

1.1

1.2

2.1

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

4.10

Memorandum of Association of the Registrant (incogped by reference to Exhibit 3.1 to the RegigtraStatement on For
F-1 (File No. 33-05024)).

Articles of Association of the Registrant @ngorated by reference to Exhibit 1.2 to Alon Halgh' Annual Report on Form 20-
F for the year ended December 31, 20

Form of Amended and Restated Deposit Agree@moing Alon Holdings Blue Squardsrael Ltd., The Bank of New York
Depositary, and all Owners and Holders from timeinge of American Depositary Shares issued thereufidcorporated
reference to Exhibit (a) to the Registration Staetron Form -6 (File No. 33-05158)).

Service Agreement made and entered into on théaysbf January 1990 between Blue Square Chain (Styeger) Ltd. an
Blue Square Chain (Hyper Hyper) Ltd. (incorporabsgdreference to Exhibit 10.10 to the Registratidat&nent on Form E-
(File No. 33:-05024)).

Supply Agreement made and entered into on the dytofl January 1990 between Blue Square Chain (Stipper) Ltd. an
Blue Square Chain (Hyper Hyper) Ltd. (incorporabgdreference to Exhibit 10.11 to the Registraticat&nent on Form E-
(File No. 33:-05024)).

Management Agreement made and entered into or23yl¥996 between Blue Square Chain Investmentsofdties Ltd. an
the Registrant (incorporated by reference to ExHiBi12 to the Registration Statement on Fo-1 (File No. 33.-05024)).

An Agreement to Loan Employees made and enteredimtuly 23, 1996 between Blue Square Chain PliepdHyper Hypel
Ltd. and the Registrant (incorporated by referetac&xhibit 10.13 to the Registration Statement annfF-1 (File No. 333-
05024)).

Agreement made and entered into on July 25, 1986dem the Registrant and Blue Square Chain (HypggeH Ltd. regardin
property selection (incorporated by reference thikik10.14 to the Registration Statement on Fo-1 (File No. 33-05024)).

Registration Rights Agreement, dated as of 25] 1996, by and among the Registrant andOpoBlue Square Consum
Cooperative Society Ltd. (incorporated by referetuc&xhibit 10.15 to the Registration Statementonm F-1 (File No. 333-
05024)).

Letter, dated July 1, 1996, by O Blue Square Consumers Cooperative Society baemnifying the Registrant agai
certain real estate tax liabilities (incorporatgdréference to Exhibit 10.17 to the Registratioat&nent on Form E-(File No
33:-05024)).

Letter, dated May 21, 1993 and March 18, 1893C0-Op Blue Square Consumers Cooperative Society httemnifying Blut
Square Chain Investments & Properties Ltd. agaieshin real estate tax liabilities (incorporatgdréference to Exhibit 10.:
to the Registration Statement on For-1 (File No. 33-05024)).

Form of Letter of Exemption and Indemnity adoptadFebruary 2001 (incorporated by reference to BEkHi3 to Alor
Holdings' Annual Report on Form -F for the year ended December 31, 20

Form of Letter of Exemption and Indemnity (Englisfanslation accompanied by the Hebrew originalcdiporated b
reference to Exhibit 4.14 to Alon Holdings' Ann&dport on Form Z-F for the year ended December 31, 20




Exhibit No. Description

411

412

4.13

4.14

4.15

4.16

4.17

4.18

4.19

4.20

Form of Letter of Indemnity adopted in June 2008&dlish translation) (incorporated by reference it 4.11 to Alor
Holdings' Annual Report on Form -F for the year ended December 31, 20

Special Collective Agreement made on the 2&ghof May 1996 between G0p Blue Square Consumers Cooperative Sc
Ltd., the Registrant and The New Federation of lailmolsrael/The Federation of Clerical, Adminisivat and Service
Employees and Consumers Cooperative Uriemiral Cooperative Society Ltd. (incorporated bference to Exhibit 10.4
the Registration Statement on For-1 (File No. 33-05024)).

Special Collective Agreement made on the 3rd dapehtember 2000 between Alon Holdings and The Nedefation ¢
Labor in Israel. The Federation of Clerical, Admsinative and Services Employees / the Commercigti@eEmployees and t
committee of Alon Holdings employees. (English suamynaccompanied by the Hebrew original) (incorpedaby reference
Exhibit 4.16 to Alon Holdings' Annual Report on Ro2C-F for the year ended December 31, 20

Collective Agreement, made on August 13, 2093and among Blue Squardsrael Ltd. and The New Federation of Labc
Israel/The Federation of Clerical, AdministrativedaServices Employees and the National Committethe@Blue Square Co-
Op Employees (English translation) (incorporateddference to Exhibit 4.15 to Alon Holdings AnndrRéport on Form 26~
for the year ended December 31, 20!

Collective Agreement, made on October 15,32@y and among Alon Holdings Blue Squarésrael Ltd. and The Ne
Federation of Labor in Israel/The Federation ofricld, Administrative and Services Employees anel Kational Workel
Committee of Alon Holdings Blue Squarksrael Ltd (English translation) (incorporated lference to Exhibit 4.16 to Al
Holdings Annual Report on Form -F for the year ended December 31, 20

Special Collective Bargaining Agreement madehe 21stday of January 2005 among Alon Holdings, the Histadnd th
National Committee of Alon Holdings Blue SquéIsrael. (English translation) (incorporated by refeece to Exhibit 4.15
Alon Holdings' Annual Report on Form -F for the year ended December 31, 20

Special Collective Bargaining Agreement made onil&, 2006 among Alon Holdings, the MAOF Histadautd Blue Squa
-Israel Employees' Union (English translation) (impmmrated by reference to Exhibit 4.16 to Alon Halgh' Annual Report ¢
Form 2(-F for the year ended December 31, 20

Special Collective Bargaining Agreement madélay 29, 2006 among Alon Holdings, the MAOF Hibta and Blue Square -
Israel Employees' Union (English translation) (impmmated by reference to Exhibit 4.17 to Alon Halgh' Annual Report ¢
Form 2(-F for the year ended December 31, 20

Special Collective Bargaining Agreement madeuly 16, 2007 among Alon Holdings, the MAOF Hdsut and Blue Square -
Israel Employees' Union (English translation) (irpmrated by reference to Exhibit 4.19 to Alon Halgh' Annual Report ¢
Form 2(-F for the year ended December 31, 20

Special Collective Bargaining Agreement made onilApr 2009 among Alon Holdings, Blue Square Chaimelstments «
Properties Ltd., the MAOF Histadrut and Blue Sqtlarael Employees' Union (English translation) (ipmrated by referen
to Exhibit 4.20 to Alon Holdings' Annual Report Borm 2(-F for the year ended December 31, 20




Exhibit No. Description

4.21

4.22

4.23

4.24

4.25

4.26

4.27

4.28

4.29

4.30

431

4.32

Deed of Trust made on August 5, 2003, bylmtdieen Alon Holdings Blue Squardsrael Ltd. and Israel Discount Bank Ti
Company Ltd., together with second schedule (Ehdtianslation) (incorporated by reference to Exhdbi8 to Alon Holding:
Annual Report on Form :-F for the year ended December 31, 20

First Schedule to Deed of TrusDebenture Certificate for Registered Debenturei¢Seh) of NIS 1 par value each (out
series of NIS 200,000,000 par value DebenturesgS$éy)) (English translation) (incorporated by refece to Exhibit 4.19
Alon Holdings' Annual Report on Form -F for the year ended December 31, 20

First Schedule to Deed of TrusDebenture Certificate for Registered Debenturei¢SeB) of NIS 1 par value each (out
series of NIS 200,000,000 par value DebenturesgS@&)) (English translation) (incorporated by refece to Exhibit 4.20
Alon Holdings' Annual Report on Form -F for the year ended December 31, 20

Agreement between the Registrant and Blue Squaae@Hyper Hyper) Ltd. (incorporated by referenadeihibit 4.21 to Alol
Holdings' Annual Report on Form -F for the year ended December 31, 20

General services framework and expenses allotngneement, dated October 11, 2005, among Alon HodjiBlue Squal
Chain Investments & Properties Ltd. and Blue Squ@nain (Hyper Hyper) Ltd., as amended (incorpordigdeference |
Exhibit 4.21 to Alon Holdings' Annual Report on Fo2(-F for the year ended December 31, 20

Transfer Agreement, dated June 21, 2006, between Moldings and Blue Square Real Estate Ltd. (Ehgtranslatior
(incorporated by reference to Exhibit 4.23 to Aldoldings' Annual Report on Form Z0for the year ended December
2006).

Split Agreement, dated April 2, 2006, between Albloldings and Blue Square Real Estate Ltd. (Engtigimslation
(incorporated by reference to Exhibit 4.24 to Aldoldings' Annual Report on Form Z0for the year ended December
2006).

Lease Agreement, dated August 13, 2006, between Moldings and Blue Square Real Estate Ltd. (Ehgiianslation
(incorporated by reference to Exhibit 4.25 to Aldoldings' Annual Report on Form Z0for the year ended December
2006).

Lease Agreement, dated June 23, 2006, between WAtddings and Blue Square Chain Investments & Prggeltd Blue
Square Real Estate Ltd (assigned to BSRE) (Engjistslation) (incorporated by reference to Exhib26 to Alon Holdings’
Annual Report on Form :-F for the year ended December 31, 20

Transfer Agreement, dated March 31, 2009, betwekme Bquare Real Estate Ltd. and Blue Square CheipeRies é&
Investments Ltd., together with Addendum No. 1edaBeptember 13, 2009 (English translation) (inoaied by reference
Exhibit 4.30 to Alon Holdings' Annual Report on Fo2(-F for the year ended December 31, 20

Service Agreement, dated August 13, 2006, betwedem Aloldings and Blue Square Real Estate Ltd. (Bhglranslatior
(incorporated by reference to Exhibit 4.27 to Aldoldings' Annual Report on Form Z0for the year ended December
2006).

Underwriting Agreement, dated August 15, 2006, agnBlue Square Real Estate Ltd., and Poalim |.Bdé&mwriting and Issut
Ltd., Africa-srael Issues Ltd., Discount Underwriting and Issli#d. and various other underwriters (English sfation’
(incorporated by reference to Exhibit 4.28 to Aldoldings' Annual Report on Form Z0for the year ended December
2006).




Exhibit No. Description

4.33 Deed of Trust (for Series A Debenture) made on Atdd4, 2006, by and between Blue Square Real Hstdteand Hermeti
Trust (1975) Ltd., together with second schedulag(ish translation) (incorporated by reference tchiit 4.29 to Alor
Holdings' Annual Report on Form -F for the year ended December 31, 20

4.34 First Schedule to Deed of TrudDebenture Certificate for Registered Debenturesi¢S A) of NIS 1 par value each (ou
series of NIS 100,000,000 par value DebenturesgS$éy)) (English translation) (incorporated by refece to Exhibit 4.30
Alon Holdings' Annual Report on Form -F for the year ended December 31, 20

4.35 Deed of Trust (for Series B Debenture) made on Atudd, 2006, by and between Blue Square Real Hstdteand Hermeti
Trust (1975) Ltd., together with second schedulag(ish translation) (incorporated by reference tchiit 4.31 to Alor
Holdings' Annual Report on Form -F for the year ended December 31, 20

4.36 First Schedule to Deed of Trusbebenture Certificate for Registered Debenturesi¢S B) of NIS 1 par value each (ou
series of NIS 650,000,000 par value DebenturesgS@&)) (English translation) (incorporated by refece to Exhibit 4.32
Alon Holdings' Annual Report on Form -F for the year ended December 31, 20

4.37 Deed of Trust (for Series C to H Debentures) dafeg 19, 2009, by and between Blue Square Real &&tat and Hermet
Trust (1975) Ltd., together with Addendum to DeddTaust dated October 18, 2009 (English translgtibncorporated b
reference to Exhibit 4.37 to Alon Holdings' Ann&dport on Form Z-F for the year ended December 31, 20

4.38 Deed of Trust (for Series C to G Debentures antkeSéet to J Debentures) dated February 18, 201@amet Alon Holdings ar
Hermetic Trust (1975) Ltd., together with First 8dhle - Debenture Certificate for Series C to GstFschedule Debentur
Certificate for Series H to J, and second schedsheglish translation) (incorporated by referenceEdibit 4.38 to Alol
Holdings' Annual Report on Form -F for the year ended December 31, 20

4.39 Document of Principles of Transaction, dately 26, 2007, among Alon Holdings and Orin Provikmldings Ltd., M.A.Sh.-
M.I.S. Ltd., Mr. Guy Provizor, and Eden Natural HbeaMarket Ltd., as amended (English translatiomcdgrporated b
reference to Exhibit 4.35 to Alon Holdings' Ann&dport on Form Z-F for the year ended December 31, 20

4.40 Sale Agreement, made on August 2, 2007, betweenHdaha'ashuim Central Warehouse Ltd. and Elda&®ilahoney Asse
Ltd., as amended (English translation) (incorpatdtg reference to Exhibit 4.36 to Alon Holdings'rAral Report on Form 2B-
for the year ended December 31, 20!

4.41 Share Purchase Agreement, dated August 3, 2008ebrtBee Group Retail Ltd. and Twikor Ltd., Mr. AvrKatz, Mr. Dorol
Yanai, Mr. Ronen Levy, Avi Katz Marketing Ltd. arldevy R.S. Managements and Investments Ltd. (Engdliahslation
(incorporated by reference to Exhibit 4.38 to Aldoldings' Annual Report on Form Z0for the year ended December
2008).

4.42 Protocol, dated April 11, 2010, between TeAviv Wholesale Agricultural Produce Market Compahyd., Tel Aviv
Municipality, Lev Tel Aviv Towers Ltd. and Tel AviCity Mall Ltd. (English translation) (incorporatdxy reference to Exhit
4.42 to Alon Holdings' Annual Report on Formr-F for the year ended December 31, 20

4.43 Agreement, dated June 3, 2010, between Peiv Wholesale Agricultural Produce Market Compalntd., Lev Tel Aviv
Towers Ltd. and Tel Aviv City Mall Ltd., togetherithh Deed of Undertaking by the Interested Partiesg(ish translatior
(incorporated by reference to Exhibit 4.43 to Aldoldings' Annual Report on Form Z0for the year ended December
2009).
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4.44 Agreement, dated June 3, 2010, between Aglv Municipality, Lev Tel Aviv Towers Ltd., and TeAviv City Mall Ltd.,
together with Deed of Undertaking by the Intered®agties (English translation) (incorporated byerefice to Exhibit 4.44
Alon Holdings' Annual Report on Form -F for the year ended December 31, 20

4.45 Document of Principles, dated April 15, 2010, betw@lue Square Real Estate Tel Aviv Market Comnagidid., Blue Squal
Real Estate Tel Aviv Market Housing Ltd., Gindi Caorcial Tel Aviv Ltd. and Gindi Housing Tel Aviv dt (Englist
translation) (incorporated by reference to Exhibi#5 to Alon Holdings' Annual Report on Form BOfor the year ends
December 31, 2009

4.46 Share Purchase Agreement, dated May 17, 2010, ertAd®n Israel Oil Company Ltd. and Alon HoldingkuB Square Isra
Ltd. (English translation) (incorporated by refezerio Annex A to Alon Holdings' report on Forr-K, filed on May 27, 2010)

8.1 List of Subsidiaries (incorporated by refertw Exhibit 8.1 to Alon Holdings' Annual Report Borm 20F for the year end:
December 31, 2010

12.(a).1 Certification by CODM pursuant to RuleaiB(a) or Rule 15d4(a) of the Securities Exchange Act of 1934, asptet
pursuant to Section 302 of the Sarbanes Oxley A20062.

12.(a).2 Certification by CEO pursuant to Rule-13§a) or Rule 15d-4(a) of the Securities Exchange Act of 1934, agptatl pursua
to Section 302 of the Sarbanes Oxley Act of 2(

12.(a).3 Certification by CFO pursuant to Rule-134a) or Rule 15d-4(a) of the Securities Exchange Act of 1934, aptat pursua
to Section 302 of the Sarbanes Oxley Act of 2(

13.(a).1 Certification of CODM, CEO and CFO purnsu® 18 U.S.C. Section 1350, as adopted purswagéecttion 906 of the Sarbanes-
Oxley Act of 2002

14.(a).1 Consent of Independent Registered Public Accourféingn from Kesselman & Kesselman, certified puldiccountants (Isi
dated June 30, 201

14.(a).2 Consent of an Expert dated June 26, 2011 (incorparay reference to Exhibit 14.(a).2 to Alon Holglh Annual Report ¢
Form 2(-F for the year ended December 31, 20

14.(a).3 Consent of an Expert dated June 26, 2011 (incotpwdray reference to Exhibit 14.(a).3 to Alon Holgsh Annual Report ¢
Form 2(-F for the year ended December 31, 20

14.(a).4 Consent of an Expert dated June 26, 2011 (incorparay reference to Exhibit 14.(a).4 to Alon Holglsh Annual Report ¢
Form 2(-F for the year ended December 31, 20

14.(a).5 Consent of an Expert dated June 26, 2011 (incotpwdray reference to Exhibit 14.(a).5 to Alon Holgsh Annual Report ¢
Form 2(-F for the year ended December 31, 20
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Exhibit 12.(a).1
CERTIFICATION
I, David Wiessman, certify that:
1. 1 have reviewed this Annual Report on Forn-F/A of Alon Holdings Blue Squatr- Israel Ltd.;

2. Based on my knowledge, this report does aotain any untrue statement of a material factnoit ¢o state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this repo

3. Based on my knowledge, the financial stateamemd other financial information included instihéport, fairly present in all material
respects the financial condition, results of operatand cash flows of the Company as of, andlfierperiods presented in this
report;

4. The Company'’s other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1&itd internal control over financial reporting (kefined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the Company and hav

(a) Designed such disclosure controls and proceduresawsed such disclosure controls and procedurés wesigned under ¢
supervision, to ensure that material informatidatieg to the Company, including its consolidatetbsdiaries, is made knoy
to us by others within those entities, particulahlying the period in which this report is beingmared

(b) Designed such internal control over financial réipgr;, or caused such internal control over finahoigorting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repogirand the preparation
financial statements for external purposes in atmare with generally accepted accounting princij

(c) Evaluated the effectiveness of the Compangyisclosure controls and procedures and presémtdds report our conclusio
about the effectiveness of the disclosure controls procedures, as of the end of the period coveydtis report based on st
evaluation; ant

(d) Disclosed in this report any change in the Compmiyternal control over financial reporting thattooed during the peric
covered by the annual report that has materiallgct#d, or is reasonably likely to materially affethe Companys interna
control over financial reporting; ar

5. The Company’s other certifying officer anldalve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the Company’s auditors and the acmlitmittee of the Company’s board of directors @ispns performing the
equivalent function)

(a) All significant deficiencies and material weaknesgethe design or operation of internal controéofinancial reporting whic
are reasonably likely to adversely affect the Comypa ability to record, process, summarize and refiogincial information
and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdatin the Company’
internal control over financial reportin

By:/s/ David Wiessma
Name: David Wiessms
Title: Executive Chairman of the Board of Direc@nd Chief Operating Decision Maker

Date: July 6, 2011




Exhibit 12.(a).2
CERTIFICATION
I, Zeev Vurembrand, certify that:
1. | have reviewed this Annual Report on Forn-F/A of Alon Holdings Blue Squatr- Israel Ltd.;

2. Based on my knowledge, this report does aotain any untrue statement of a material factnoit ¢o state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this repo

3. Based on my knowledge, the financial stateamemd other financial information included insthéport, fairly present in all material
respects the financial condition, results of operatand cash flows of the Company as of, andlfierperiods presented in this
report;

4. The Company'’s other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1&itd internal control over financial reporting (kefined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the Company and hax

(a) Designed such disclosure controls and proceduresawsed such disclosure controls and procedurés wesigned under ¢
supervision, to ensure that material informatidiatneg to the Company, including its consolidatedbsdiaries, is made knoy
to us by others within those entities, particulatlying the period in which this report is beingmared

(b) Designed such internal control over financial réipgr;, or caused such internal control over finahoigorting to be design
under our supervision, to provide reasonable amseraegarding the reliability of financial repodirand the preparation
financial statements for external purposes in atamare with generally accepted accounting princij

(c) Evaluated the effectiveness of the Compamgisclosure controls and procedures and presamttdds report our conclusio
about the effectiveness of the disclosure controls procedures, as of the end of the period coveydtis report based on st
evaluation; ant

(d) Disclosed in this report any change in the Compaiyternal control over financial reporting thatcomred during the peric
covered by the annual report that has materiallgct#d, or is reasonably likely to materially affethe Companys interna
control over financial reporting; ar

5. The Company other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @rdver financie
reporting, to the Company’s auditors and the aadihmittee of the Compary’board of directors (or persons performing
equivalent function)

(a) All significant deficiencies and material weaknesgethe design or operation of internal controéofinancial reporting whic
are reasonably likely to adversely affect the Comypa ability to record, process, summarize and refiogincial information
and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdatin the Company’
internal control over financial reportin

By:/s/ Zeev Vurembran
Name: Zeev Vurembrar
Title: Chief Executive Office

Date: July 6, 2011




Exhibit 12.(a).3
CERTIFICATION
I, Dror Moran, certify that:
1. 1 have reviewed this Annual Report on Forn-F/A of Alon Holdings Blue Squatr- Israel Ltd.;

2. Based on my knowledge, this report does not corstajnuntrue statement of a material fact or om#ttde a material fact necess
to make the statements made, in light of the cistarmces under which such statements were madmisieding with respect to t
period covered by this repo

3. Based on my knowledge, the financial stateamemd other financial information included instihéport, fairly present in all material
respects the financial condition, results of operatand cash flows of the Company as of, andlfierperiods presented in this
report;

4. The Company'’s other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1&itd internal control over financial reporting (kefined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the Company and hav

(a) Designed such disclosure controls and proceduresawsed such disclosure controls and procedurés wesigned under ¢
supervision, to ensure that material informatidatieg to the Company, including its consolidatetbsdiaries, is made knoy
to us by others within those entities, particulahlying the period in which this report is beingmared

(b) Designed such internal control over financial réipgr;, or caused such internal control over finahoigorting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repogirand the preparation
financial statements for external purposes in atmare with generally accepted accounting princij

(c) Evaluated the effectiveness of the Compsmisclosure controls and procedures and presamtdds report our conclusio
about the effectiveness of the disclosure controls procedures, as of the end of the period coveydtis report based on st
evaluation; ant

(d) Disclosed in this report any change in trmmPanys internal control over financial reporting thattooed during the peric
covered by the annual report that has materiallgct#d, or is reasonably likely to materially affethe Companys interna
control over financial reporting; ar

5. The Company’s other certifying officer anldalve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the Company’s auditors and the acmlitmittee of the Company’s board of directors @ispns performing the
equivalent function)

(a) All significant deficiencies and material weaknesgethe design or operation of internal controéofinancial reporting whic
are reasonably likely to adversely affect the Comypa ability to record, process, summarize and refiogincial information
and

(b) Any fraud, whether or not material, thatoftwes management or other employees who have disagn role in the Company’
internal control over financial reportin

By:/s/ Dror Moran
Name: Dror Morar
Title: Chief Financial Officer

Date: July 6, 2011




Exhibit 13.(a).1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Alon HoldsBlue Square - Israel Ltd. (the “Company”) onR@0+/A for the period endir
December 31, 2010, as filed with the Securities Brchange Commission on the date hereof (the “R8pdhe undersigned hereby cer
that to the best of our knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof 1934; anc

(2) The information contained in the Reportlfapresents, in all material respects, the findnmadition and results of operations of
the Company

By:/s/ David Wiessma

Name: David Wiessme
Title: Executive Chairman of the Board of Directarsd Chief Operating Decision Maker

By:/s/ Zeev Vurembran

Name: Zeev Vurembrar
Title: Chief Executive Officer

By:/s/ Dror Moran

Name: Dror Morar
Title: Chief Financial Officer

Date: July 6, 2011




Exhibit 14.(a).1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referancéae Registration Statement on Form S-8 (No.-B&3175) of Alon Holdings Blt
Square — Israel Ltd. (the "Companydf our report dated June 30, 2011, relating to fthancial statements of the Company and
effectiveness of internal control over financighogting, which appears in this Annual Report onnF@0-F/A.

Haifa, Israel /s/ Kesselman & Kesselm:

July 6, 2011 Kesselman & Kesselme
Certified Public Accountants (Ist
A member of PricewaterhouseCoop
International Limitec
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