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BAZANITA

OIL REFINERIES LTD

Convenience translation from Hebrew -
The binding version is the Hebrew version only

Report on a transaction pursuant to the SecuritieRRegulations (A Transaction between

a Company and a Controlling Shareholder) - 2001

A corrected report is hereby issued of a transacparsuant to the lIsraeli Securities
Regulations (A Transaction between a Company a@drdrolling Shareholder) — 2001; the
Companies’ Regulations (Notice and Publication oGeneral Meeting and a Meeting of
Types of Shareholders in a Public Company) — 2@08;Regulation 37A (3) of the Securities
Regulations (Periodic and Immediate Reports) — 1970

1. Condensed description of the transactions and ¢ir main conditions

11

Approval of the terms of service of Mr. David Ederman as Vice Chairman of
the Company's Board of Directors, as Chairman of tk subsidiary — Carmel
Olefins Ltd., ("CAOL"), and his other functions in the Group.

Background

As of May 15, 2000, Mr. Federman, a controlling rehalder (indirect) in the
Company, serves as Executive Chairman of the BogRirectors of CAOL, and
as of June 17, 2009 serves as Deputy Chairman eofCibmpany's Board of
Directors, as a director in other subsidiarieshef Company, and serves on various
committees of the Company's Board of Directors eluding the Executive
Committee.

For his functions in the Company - excluding hissgg as Chairman of CAOL's
Board of Directors - Mr. Federman is not entitlecahy compensation, apart from
a Compensation Plan approved by the General Meefiige Company of April
7, 2011 and according to which Mr. Federman magriéled to an annual bonus
totaling a maximum of NIS 1.5 millioand multi-year grant totaling up to $1
million (not including an extra bonus for expediithe timetable for projects or
creating savings in project budgets). For addifiortetails about this
Compensation Plan, see the Transaction Reportn@nded) published by the
Company on April 7, 2011 (Document No. 2011-01-®)2 The contents of
which are presented here by referentieg'Compensation Plat).

The terms of service of Mr. Federman, as Chairm&nCAOL's Board of

Directors, were approved by the competent groupSADL in 2007 and by the
General Meeting of Israel Petrochemical Enterpriges, which, on the relevant
date, was the controlling shareholder in CAOL, asTaansaction with a
Controlling Shareholder" — in accordance with thevgsions of the fifth chapter
of the Companies Law — 1999.



Correct as of the date of this Report, the totat @ CAOL of the terms of service
of Mr. Federman, as approved, and as mentionedealamgregates NIS 164,580
(plus VAT) per month.

As mentioned above, in addition to his function@sairman of the Board of
Directors of CAOL, Mr. Federman devotes considexabhe to his functions in
the Company. In view of this and as a result ofdperative merger between the
Company and CAOL, it is proposed to arrange Mr.gferdn's terms of service in
the Company in such a way that the engagementingla Mr. Federman's
services will be carried out by the Company. Itidddoe clarified that the terms of
Mr. Federman's services will not change compardtidse to which he is entitled
today in CAOL - excluding the fact that these teroiscompensation will be
granted to him for serving in a full-time positiomhereas in CAOL Mr. Federman
was entitled to these terms for a 70% position.

The main terms of the Agreement

Subject to the approval of the General Meeting, @mnpany engaged with a
private company owned by Mr. Federman and his fanfitthe Private
Company'’) in an agreement for providing management sesviasdose main
terms are as follows:

= The Private Company will grant the Company servae®eputy Chairman of
the Company's Board of Directors, Chairman of CACRbard of Directors,
service as a director in other subsidiaries of @wmpany, and service on
various committees of the Company's Board of Dect— including the
Executive Committee (He Service$). The Services will be provided by Mr.
David Federman only, in a full-time position.

= |n consideration for the Services, the Private Camypwill be entitled to a
monthly payment of NIS 164,580 plus VAT, plus ligkadifferences to the
increase in the consumer price index, over thexiridethe month of August
2011.

= The consideration to the Private Company will net reduced due to an
absence of Mr. Federman from work for an accumdIgieriod of up to 22
days a year; and if not utilized, they can be aadatad from year to year up
to a maximum of 66 days, but they may not be redeenmcluding at the end
of the period of engagement. In addition, the adersition will not be reduced
under the Management Agreement due to an absenbt.dfederman as a
result of illness for an accumulated period of o080 days a year, which can
be accumulated up to an absence of 90 days per whah will be utilized
only in the event of Mr. Federman being ill.

= Mr. Federman will be entitled to a refund of reasae expenses for his board
and lodging and other expenses spent by him wihiteaal, by virtue of his
position, as is customary in the Company

= Mr. Federman will not be entitled to engage in #ddal occupations in
consideration for a salary — apart from his ocdopat detailed above, unless
he receives the prior written approval of the ConymBoard of Directors and
subject to the terms as determined by the BoaRirettors.

= Mr. Federman will not be an employee of the Companyf its subsidiaries,
and no employee-employer relations will prevail wegn him and the
Company or any of its subsidiaries.



= The Agreement will be in force for a period of thrgears from the date of its
approval by the General Meeting, and every parti/b@ entitled to terminate
it with a written notice given at least six months advance — and this
excluding the Company's right to terminate the &grent immediately under
certain circumstances, as detailed in the Agreement

For the terms of compensation of Mr. Federman ih02&Gee Regulation 21 to
Chapter D of the Company's Periodic Report in 2@#0ich was published on
March 21, 2011 (Document No. 2011-01-085863) presthere by reference. For
details about the cost of employing Mr. Federmannate months ended
September 30, 2011, see Appendix C to this report.

1.2 Amendment to the wording of the Letter of Indemity to Mr. David
Federman

In the framework of Mr. David Federman's termsearvge, as detailed above, it is
proposed to amend the wording of the Letter of Wiadkeng for Indemnity, given
to Mr. David Federman according to the wordingciteal asAppendix B* to this
report, as will apply to the other officers in tGempany.

The agenda of the General Meeting, which is sumhdyehis Report, includes a
proposed resolution to amend the Company's Articteshe subject of insurance
and indemnity of officers, in such a way that wiflable the indemnity of officers
in the Company also as permitted by Law for Makiflgorcement Processes in
the Securities Authorities more Efficient (Legistat Amendments) — 2007, and
the proposed resolution to amend the Letters ofeldadling for Indemnity to the
directors in the Company (excluding controlling reftlders) in order to adapt
them to the said amendment in the Company's Astidibe draft updated Articles
which include these amendments and additional aments not on the subject of
insurance and indemnity of officers are attached\@gendix A to this Report.
The draft updated Letter of Undertaking for Indetynivhich includes these
amendments is attached Appendix B to this Report. Subject to receiving the
approval of the General Meeting to the amendmetiteérArticles on the subject of
insurance and indemnity of officers, it is proposted amend the Letter of
Undertaking for Indemnity given to Mr. Federmarthie updated wording.

It should be clarified that as long as the Gen&takting does not approve the
amendment to the Letter of Undertaking for Indesnnéis mentioned above, the
existing Letter of Undertaking for Indemnity for MFederman, which was
approved by the General Meeting on December 229,200 remain in force for
the period stated in the Companies Law.

! All Appendices referred to in this document carsbpplied by the Company, upon request. Such ajigesd
will be in Hebrew and it is at the discretion oétherson requesting the document to translate it.



2. The controlling shareholders in the Company

2.1  The Israel Corporation holds 37.08% of theadscapital of the Company and the
voting rights in it (36.92% fully diluted), the kel Petrochemical Enterprises Ltd.,
("IPE™) holds (both directly and through Petrole@apital Holdings Ltd. (which
is a private company wholly owned by IPE) ("Petuote)) 32.72% of the issued
capital of the Company and the voting rights i(8@2.58% fully diluted).

2.2 The Israel Corporation Ltd., IPE and Petroldhave a Joint Control Agreement in
the Company.

2.3 In view of the aforesaid, the controlling shemeers in the Company are: the
Israel Corporation, IPE and Petroleum.

24 IPE is a public company in which Mr. David Fedan is (indirectly) one of the
controlling shareholders in it.

3. The way in which the consideration was determirte

The terms of employment of Mr. Federman were deatexthby the Company's Audit
Committee and Board of Directors, in coordinatiathvr. Federman, consideringyter
alia, comparative data relating to what is customargoimpanies of a similar size.

On approving the terms of consideration of Mr. Feden, the Audit Committee and
Board of Directors were presented with a compagatesearch, according to an external
survey prepared by PWC regarding customary compienspackages of senior officers
in similar positions, in companies of a similaresin that of CAOL (and in this regard it
should be mentioned that Mr. Federman serves, aigned, also as Deputy Chairman of
the Company and in various functions in the Comp@mg in additional subsidiaries of
the Company) whose operations are significanthatgrethan that of CAOL).

The Audit Committee and Board of Directors unanisipuapproved the terms of
compensation.

4. Approvals required to carry out the transactions

4.1  The Company's Audit Committee approved thesaations detailed in Clauses 1.1
and 1.2 at its meetings of September 4, 2011 aridb@c9, 2011. The Board of
Directors approved these transactions at its mgefit©ctober 30, 2011.

4.2  Approval of the transactions with Mr. Federnsconditional on the approval of
the General Meeting of the Company with a speciajonity, as mentioned in
Clause 9.2 below.

5. Similar transactions during the past two years

Excluding, as detailed below, during the two ygaisr to the approval of the transaction
by the Company's Board of Directors, no transastimok place which are similar to the
transaction the subject of this Report betweenQbmpany and a controlling shareholder
in it or in which the controlling shareholder hagaasonal interest:



5.1

5.2

5.3

5.4

Payment of a grant to Mr. Federman for 2009

On May 10, 2010, the General Meeting of the Comgpapproved granting a
bonus to Mr. Federman for 2009, of a total amounNts 1.25 million (plus
VAT), which was paid in two equal installments. Rent of the first installment
was made soon after the approval of granting tmuddy the Company's General
Meeting of, and the payment of the second installmeas made after the
approval of the General Meeting issued on Aprik611, as a result of meeting
targets approved by the Company regarding the méegereen the Company and
CAOL. For additional details see the Immediate Respof the Company of May
10, 2010 (2010-01-476310) and April 7, 2011 (20111Q3229), the contents of
which are presented here by reference.

The Compensation Plan of officers in the Compartluding with regards to Mr.
Federman

On March 1, 2011, the Company's Board of Directasided, after receiving the
approval of the Audit Committee on February 27, 20b adopt a compensation
plan for the Company's management and employedsding Mr. Federman — as
detailed in the Immediate Report published on M&28h 2011 (document No.
2011-01-090168). On April 7, 2011, the General Mwptof the Company
approved that the said compensation plan will afgaly to Mr. David Federman.

Approval of the insurance of officers in thenfmny also applying to Mr. David
Federman

On February 27, 2011, the Company's Board of Dorectapproved, after
receiving the approval of the Audit Committee orbfeary 13, 2011, that the
insurance policy of officers of the Company willsal apply to Mr. David

Federman, under identical conditions to those lothal officers of the Company.
For additional details see the Immediate Repoitlafch 1, 2011 (document No.
2011-01-066618) the contents of which are presemeel by reference.

Granting a Letter of Undertaking for IndemriiiyMr. David Federman

On December 2, 2009, the General Meeting of the 2o approved granting an
exemption from liability and a Letter of Undertaggifor Indemnity to Mr. David
Federman, similar to the Letter of Undertaking ¢gdrto the other officers in the
Company. For additional details see the Immediapor of the Company dated
December 2, 2009 (document No. 2009-01-307473)ctiveents of which are
presented here by reference.

Reasoning of the Audit Committee and Board of Dé&ctors

6.1

Reasons for the approval of the engagement in ipeeknent with Mr. David
Federman

6.1.1 Mr. Federman has considerable knowhow andrexpce over many years
of managing companies and increasing their value.Rdderman served,
inter alia, as Chairman and CEO of Elite Industries Ltd.ad3irector in
the Mann Group (an international goods company) asmd@hairman and
Director of the Coffee Division of the Mann Group.



6.2

6.1.2

6.1.3

6.1.4

6.1.5

Mr. Federman served as the Executive Chaimh&AOL for 11 years, a
period during which,inter alia, CAOL considerably expanded its
productive capacity, overcame a serious financrais; expanded its
international operations and completed the mergr thhe Company.

Mr. Federman's contribution as Chairman ofOCAand as Deputy
Chairman of the Company, as a Director in othersgliéries of the

Company, and as a member of various committedseo€bmpany's Board
of Directors — including the Executive Committessiated the Company
and its subsidiaries to become stronger, to imptbed business results
and introduce long-term strategic steps.

The terms of service on the agenda are wrtt the cost presently paid
to Mr. Federman by CAOL as Chairman of CAOL withlyom 70%
position, where the salary and terms of servicetten agenda are for
serving as Deputy Chairman of the Company anddoriisg as Chairman
of CAOL, as a Director in other subsidiaries of t@®mpany and
membership in various committees of the Compangar® of Directors,
including the Executive Committee, in a full-timegttion.

In the framework of the discussions on thgagement, the Audit
Committee / Board of Directors were presented wathcomparative
research according to an external survey prepasedhe PWC firm
regarding customary compensation packages of senificers in
companies of a similar size as CAOL (and in thigard, it should be
mentioned that Mr. Federman also serves in variomstions in the
Company, where the size of the operations are deratly larger than that
of CAOL). After these were examined according triteria discussed by
the Company's Board of Directors at its meetindlaich 20, 2011, and
after being examined in view of the information g@eted to the directors
in the framework of the said comparative reseamoémbers of the Audit
Committee and Board of Directors were of the opintbat Mr. David
Federman's terms of service are fair and reasonable

Reasons regarding the amendment to the Ldttgndertaking for Indemnity of

Mr. David Federman

6.2.1

6.2.2

6.2.3

The Efficiency of Enforcement Processes Lavabées the Securities
Authority, inter alia, to enforce provisions by virtue of the Securitigsv
in an administrative process, and in the framewafrkvhich to impose
various sanctions on anyone violating it. Therefdree Administrative
Enforcement Law increases the level of exposure sesponsibility
imposed on officers in a company and, as a resstifies the amendment
of the Letters of Indemnity so that they will beapted to the provisions of
the law.

Adjusting the Letters of Indemnity, as meméd above, is for the
Company’s benefit, as it enables its officers, udahg Mr. Federman, to
act freely for the benefit of the Company and toperly perform their
functions, considering the related risks and trspoasibility imposed on
them by law.

The Company is interested to continue tongtten the level of
involvement of the officers and management's cbation to the



6.2.4

6.2.5

6.2.6

Company, inter alia, by ensuring a more secure and certain work
environment for the officers.

In view of the risks connected with the atBg of the officers in the

Company, while considering the fields of activitiesthe Company, and

the extent of its present operations and as itsis a public company, the
terms of the undertaking for indemnity, includirg tmaximum amount of

indemnity, are reasonable under the circumstarmed, considering the

size of the Company, the scope and fields of ieyajons, and its business
plans.

The wording of the Letter of Undertaking fimdemnity given to Mr.
Federman, including the wording of the proposedraineent to the Letter
of Undertaking for Indemnity are identical to thending given to the
other officers in the Company.

The Letter of Undertaking for Indemnity dasst change the terms of
indemnity to which Mr. Federman was entitled ondage of this decision,
according to a decision of the General Meeting lod Company of
December 2, 2009 — excluding its restriction to 26f4the Company's
shareholders' equity on the date of the indemmitythe extent required to
adapt the undertaking for indemnity to the Effi@gnof Enforcing
Processes Law.

Names of the members of the Audit Committee and th8oard of Directors who

participated in the deliberations

7.1 The following directors participated in thdiblerations of the Audit Committee:

7.2

Prof. Dafna Schwartz, Prof. Arie Ovadia, Prof.cimm Cohen and Ms. Nehama
Ronen.

The following directors participated in thdiderations of the Board of Directors:

Mr. Yossi Rosen, Mr. Arie Silberberg, Mr. Ori 8im, Mr. Avisar Paz, Prof.
Yachin Cohen, Prof. Arie Ovadia, Mr. Ran Croll, PiDafna Schwartz.

Personal interest in vote

Mr. David Federman has a personal interest irtrdmesactions stated in clauses 1.1 and
1.2 above, being a party to the agreement detaileddause 1.1 and being entitled to
receive the amendment to the Letter of Undertafongndemnity from the Company, as
stated in clause 1.2 above.

Mr. Eran Schwartz has a personal interest in ridwgstction, being the CEO of IPE and
an officer in various private companies controlbydVir. Federman.

In view of the aforesaid, these directors did patticipate in the deliberations and did
not vote on the subject of approving the engageméhtMr. Federman and granting the
Letter of Indemnity.



Convening an Extraordinary General Meeting — theplace of its convening, date,

agenda, the majority required in it, the determining date and the legal quorum

Notice is hereby given regarding the conveningroExtraordinary General Meeting of
shareholders of the Company which will convenehat@ompany’s offices on the 26
floor of the Square Tower in the Azerieli Tower GQaax, 132 Menahem Begin Street,
Tel Aviv on December 8, 2011 at 11.00 a.m.

9.1 The following proposed resolutions are onagenda are:

9.2

9.11

9.1.2

9.1.3

9.14

9.1.5

Approval of the engagement in the agreemetit a private company
owned by Mr. Federman and his family for his segves the Deputy
Chairman of the Company’s Board of Directors, th@i@nan of CAOL’s
Board of Directors, serving as a Director in otlseibsidiaries of the
Company and membership in various committees oCibvapany’s Board
of Directors, including the Executive Committeearfull-time position -
and all as set forth in clause 1.1 above.

Approval of the amendment to the Comparyticles on the subject of
insurance and indemnity of officers, as set fontirticles 150 and 153 to
the amended version of the Articles attacheA@zendix A to this Report.

Approval of the amendment to the Compa#yticles noton the subject
of insurance and indemnity of officers, as sethart the version of the
amended Articles attached Appendix A to this Report (not including
Articles 150 and 153 to the amended Articles retatio insurance and
indemnity of officers).

Subject to approving the resolution dediifeclause 9.1.2 above regarding
the amendment of the version of the letters of ua#eg for indemnity
granted to the Company’s officers, apart from aahig shareholders of
the Company who serve in it as officers, as detanéAppendix B to this
Report.

Subject to approving the resolution detdhile clause 9.1.2 above, to
approve the amendment to the wording of the Leifedndertaking for
Indemnity granted to Mr. David Federman, one of tbentrolling
shareholders (indirectly) in the Company, who sgrag a Director in the
Company, in the wording as will apply to the othdirectors in the
Company as detailed #ppendix B to this Report.

The majority required

9.2.1

9.2.2

In order to approve the subjects mentionexdhiuses 9.1.3 and 9.1.4 on the
agenda, an ordinary majority is required of all tties of shareholders
present at the General Meeting and entitled to antewho voted at it.

In order to approve the subjects mentionaediauses 9.1.1, 9.1.2 and 9.1.5
on the agenda, in accordance with the provisionSeuftions 262(b) and
275 to the Companies Law, it is required that, diditon to the regular
majority, one of the following two situations walkist (“requirements of

a special majority”): a. In a poll a majority in a General Meetinglwi
include at least the majority of all votes of slmmiders who are not
personally interested parties in approving theltgsm, who participate in
the vote (in counting all the votes of these shaldgrs, those abstaining
will not be taken into account); b. The total e®tof those opposing
among these shareholders mentioned in sub clausdae, will not
exceed a rate of 2% of all voting rights in the Qamy.



9.3

9.4

9.5

Those objecting among the shareholders mentionsdb-clause a. above
may not exceed a rate of 2% of all voting rightthie Company.

Quorum

The discussions at the General Meeting must eginbunless a quorum is present
at the time of opening the meeting. A quorum Vi# present when two
shareholders are present themselves or by proxiegho sent the Company a
voting letter, which states how they intend to yotdno hold or represent 25%
(twenty five percent) and over of the voting rigimgshe Company. If within half
an hour from the day set for the meeting no quosipresent, the meeting will be
postponed to December 15, 2011 at the same timeplacd. If within half an
hour from the date set for the postponed meetingpgal quorum will be present,
the meeting will take place with any number of ggrants.

The determining date and proof of ownership

The date stipulated for approving ownership @hareholder in the Company to
vote at the General Meeting, as mentioned in cla8%eof the Companies Law, is
at the end of trading on November 8, 20%he Determining Date”).

According to the Companies Regulations (ProoOwfership of a Share for the
Purpose of Voting at the General Meeting) - 2000h€ Regulations”), the
shareholder who has a share registered with a nreofbthe Tel Aviv Stock
Exchange Ltd., and that share is included amongstiees of the Company
registered in the Register of Shareholders in #tmenof a nominee company and
Is interested to vote at the meeting, will subraitite Company a certificate from
the member of the Stock Exchange with whom histrigtihe share is registered,
regarding his ownership of the share, on the detengndate, according to Form 1
in the Addendum to the Regulations.

A shareholder may appoint a proxy who can paie and vote on his behalf at
the General Meeting according to the provisionghef Company’s Articles. The

Letter of Attorney will be deposited at the Compangffices at Hahistadrut

Street, Haifa Bayat least 48 hours prior to the timéconvening the meeting.

The address of the distribution site of theuides Authority(“the Distribution
Site) and the internet site of the Tel Aviv Stock Exabe Ltd., where it is possible
to find the wording of the voting letter and nosaaf position, within the meaning
of Section 88 of the Companies Law, araww.magna.isa.gov.iland
www.maya.tase.carespectively. Voting using a voting letter bk done on the
second part of the voting letter as published endfstribution site. A shareholder
may directly contact the Company and receive froithe version of the voting
letter and position notices (should there be any). member of the Stock
Exchange will send, gratis, by e-mail, a link te thiording of the voting letter and
position letters, in the distribution site to evehareholder who is not registered in
the Register of Shareholders and whose shareegistared with that member of
the Stock Exchange, unless the shareholder annduhathe is not interested in
this, provided that the notice was issued regardingrtain securities account on a
date prior to the determining date. A shareholdense shares are registered with
a member of the Stock Exchange may receive tharomatfon of ownership from
the member of the Stock Exchange through whom lishos shares, the branch
of a member of the Stock Exchange or by post tatldress in consideration for
delivery fees only, if he so requests. An appicaregarding this matter will be
given in advance to a certain securities accouiihe voting letter must be
submitted to the Company’s offices at Hahistadrueue, Haifa Bay, in such a




10.

11.

12.

way that the voting letter will reach the CompangfBces not later than 72 hours
prior to the time of convening the meeting. Thst ldate for submitting position
notices to the Company is up to 10 days after #terchining date.

Viewing documents

The documents relating to the resolutions, thgestitof this Report, can be viewed at
the Company’s offices in Hahistadrut Avenue, H&d&ay, during regular working hours,
after prior coordination by telephone (04) 878-8135

The Powers of the Securities Authority

The Securities Authority (or an employee authatibg it for this purpose) may instruct

the Company to give an explanation, details, infron, additional documents in

connection with the matters detailed in this Reportinstruct that an amendment be
made to this Report. Should an instruction bemgiseeamend this report, the Securities
Authority may instruct that the date of the Genéfakting be postponed to a date which
will not be less than 3 business days and not ldtan 21 days from the date of
publishing the amendment to this Report.

The Company'’s representatives regarding handlopthe immediate report
Adv. Yoav Nahir
Adv. Tomar Sela

Mitar, Likvornik, Geva & Leshem, Brandwein — Ledaffice
16 Aba Hillel Street, Ramat Gan
Telephone: 03-6103100; Facsimile: 03-6103111

Oil Refineries Ltd.
by: Adv. Eli Mordoch






APPENDIX C
Details of compensation to Mr. Federman for theemmonths ended September 30, 2011

Name Position Availability| Salary Bonus Shares Mgemaent| Consultation Commission  Other Interest Rent Other
David Executive | 709 1,472 62% - - - - - - - - 2,097
Fed Chairman
ederman| c~aq|
BOD?

2 The remuneration to Mr. Federman for the nine n@etided September 30, 2011 as specified in the &hlnive has been paid in respect of the tenure of&tlerman as

Chairman CAOL only.
% As stated in this report above, starting from thtedf approval of the General Assembly regardiigreport, Mr. Federman will serve in his role @AOL full time (100%).

4 Half of the compensation paid for the activitiesl @ontributions of Mr. Federman for CAOL in 2009, decision of the company's general meeting (ftaitlesee the Company's
immediate report dated May 10, 2010 (2010-01-47%3ahd dated 7 April 2011 (2011 -01-113229)).



