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A.  Introduction: 
 
1. General 

 
Israel Chemicals Ltd. (“ICL”) wishes to report, under the Securities (Details of 
Outline of Offer of Securities to Employees) Regulations, 5760-2000 (the “Outline 
Regulations”), and the Securities (Private Offer of Securities in a Listed Company) 
Regulations 5760-2000 (the “Private Offer Regulations”) that on January 28, 
2007, the board of directors of the Company approved a plan for a private offer of 
options exercisable for shares of the Company to office holders and other senior 
employees in management positions at the Company and in companies under its 
control (the “Private Offer”), also including a substantial private offer of such 
options to the CEO of the Company (the “Substantial Private Offer”), all as set 
out below (the “Plan”).  
 

2. Purpose of Plan 
 
The purpose of the Plan is to provide an incentive to the offerees under the Plan to 
continue contributing to the Company and to its success in the future as well, which 
is expected to be expressed, inter alia, in the price of the Company’s share on the 
Tel Aviv Stock Exchange.  In addition, the Plan creates an incentive for the 
continued employment of the offerees at the Company in the long term, thereby 
enabling the Company to retain skilled and talented management personnel.    
 

3. Permits and Consents 
 

The issue of the options under this Immediate Report is subject to obtaining the 
consents set out below:  
 

3.1 The consent of the Tel Aviv Stock Exchange Ltd. (the “Stock Exchange”) to 
the listing for trade of the shares (hereinafter: the “Exercise Shares”) that will 
emerge from exercise of the options  described by this Immediate Report.  
Soon after submission of this Outline, the Company intends to apply to the 
Stock Exchange to list the Exercise Shares for trading.  
 

3.2 Since, as set out in clause 12 below, the options to the Company’s employees 
in Israel are to be issued in a capital gain track under section 102 of the Income 
Tax Ordinance [New Version] (the “Income Tax Ordinance”), the Plan requires 
the consent of the Assessment Officer (Pakid Shuma) and of a trustee to be 
appointed by the Company.  The Company shall apply to the Assessment 
Officer promptly after submitting this Outline, requesting approval of the Plan 
and the trustee, and shall give notice to him of election of the capital gain track, 
at least 30 days prior to the date of the issue to the offerees.  

 
3.3 The Company’s Audit Committee deliberated and approved the Private Issue, 

including the Substantial Private Issue, on January 1, 2007.  The Human 
Resources Committee of the board of directors of the Company deliberated the 
Plan on January 7 and 28, 2007, and recommended that the board of directors 
of the Company approve the Plan and the issuance to office-holders.  The 
board of directors of the Company deliberated the Plan, including the 
Substantial Private Issue, on November 21, 2006, January 1 and January 7, 
2007, and approved it on January 28, 2007.  

 The offer to those offerees not yet determined at the time of approval of the 
Plan (as set out in clause 4.1 below) shall be approved by the Human 
Resources Committee of the Board of Directors, as set out in clause 20 below.  
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B. Details and Conditions of Offer: 

 
4. The Offerees 

 
4.1 The offerees under the Private Issue are, or shall be at the time of the Issue, as 

the case may be, office-holders or other senior employees in management 
positions at the Company and companies under its control, in Israel and 
outside of Israel, whose identity has been determined, or shall be determined in 
accordance with this clause 4.1 (the “Employees”).  

 
 5,450,000 option warrants shall be issued to a trustee for the Employees, in 

accordance with the list approved by the board of directors.  In addition, 
7,450,000 option warrants shall be issued to a trustee as set out in clause 9.4 
below and the Company shall be entitled to offer such to employees whose 
identity, and the quantity to be offered to them, shall be approved by the 
Human Resources Committee of the board of directors.   The conditions of the 
option warrants to be issued to the trustee for future offerees shall be identical 
to the conditions of the options issued to Employees (including the Exercise 
Increment set out in clause 5.2 below, and the dates of vesting and lock up, 
which shall be counted from the Effective Date as set out in clause 7 below), 
and subject to the dates set out in clause 19 below.  

 
4.2 The offeree under the Substantial Private Issue is Mr. Akiva Mozes (“Mozes”), 

who is CEO of the Company, and who is considered to have an interest in the 
Company by virtue of his position.  

 
4.3 According to data provided to the Company, as at the date of this Immediate 

Report:   
 

4.3.1 Mozes holds 433,231 ordinary shares in nomine of NIS 1.00 par 
value each (“Shares”) in the Company, constituting approximately 
0.03% of the share capital of the Company.   

 
4.3.2 To the best of the Company’s knowledge and inspections, none of 

the Employees have an interest in ICL.    
 
4.3.3 Mozes and the Employees (jointly: the “Offerees”) are not an 

“interested party” as such term is defined in section 270(5) of the 
Companies Law, 5759-1999 (the “Companies Law”).  
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5. Quantity and Rates of Securities Offered 
 

5.1 Options exercisable for shares of the Company shall be issued to the Offerees 
– the Employees (including employees who are future offerees as set out in 
clause 4.1 above) and Mozes, for no consideration, under the same conditions.  
The following is the division of the options between the Offerees:  

 
Offeree Number of 

Option 
Warrants 

Percentage After 
Issue1 

 
  Of 

capital 
Of voting 

rights 
The Employees 
(jointly, including the 
trustee as set out in 
clause 4.1). 

10,700,000 0.82 0.82 

Mozes 2,200,000 0.17 0.17 
 ======= ==== ==== 

All of the Offerees 
 

12,900,000 0.99 0.99 

 
 The quantity of options to be distributed to each Offeree who is an office-holder 

shall be approved by the Human Resources Committee of the board of 
directors, and by the board of directors.  The quantity of options to be 
distributed to each Offeree who is not an office-holder shall be approved by the 
sub-committee of the board of directors as set out in clause 20 below.  The 
quantity of options to be issued to the CEO has been determined by the 
Human Resources Committee of the board of directors, the Audit Committee of 
the Company and the board of directors, in appreciation of his contribution to 
the Company, out of a desire to ensure his continued tenure of office in the 
future, and taking into account the size of the Company and its performance.  

 
5.2 Each option warrant affords a right to receive one ordinary share in nomine of 

the Company, of NIS 1.00 par value, from the Company or from a person 
acting on its behalf, by way of issue or transfer (as set out in clause 5.3 below), 
in return for payment of an exercise price of NIS 25.59, which is equal to the 
base rate of the Company’s shares on January 28, 2007 (the base rate known 
on the date of the resolution of the board of directors).  The exercise price shall 
be linked to the consumer price index known on the date of payment, the base 
index being the index for the month of December 2006, published on January 
15, 2007 (102.9 points) (the linked exercise price shall be called: the “Exercise 
Increment”).   

 
5.3 Alternatively, and at the Company’s discretion only, the Company shall be 

entitled, upon exercise of the options, to issue the Offerees Shares, or to 
transfer Shares held or that will be held by the Company or by a company 
under its control, to them, at the value of the bonus only, as set out below:   

 
                                                           
1 Presuming exercise of all of the option warrants for shares by the Offerees, without exercise of the 
Company’s right under clause 5.3 of the Plan, and without taking into account shares held by the subsidiary 
Ferson Chemical Materials Ltd. (2,216,131 shares constituting approximately 0.17% of the capital of the 
Company and of the voting rights in the Company).  Since prior to publication of this Outline, there are no 
securities of the Company that are convertible or exercisable for shares of the Company, this data also applies 
to full dilution.  
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5.3.1 The quantity of Exercise Shares to which each Offeree would be 
entitled on the date of exercise of the option warrants shall be 
calculated in accordance with the difference between:  

 
5.3.1.1 The Stock Exchange closing rate for Shares of the Company on 

the date of trading preceding the date of exercise (hereinafter: 
the “Effective Rate”), multiplied by the number of Exercise 
Shares the subject of the option warrants in respect of which 
notices of exercise have been given (adjusted as set out in 
clause 13 below).  

And: 
5.3.1.2 The Exercise Increment multiplied by the number of option 

warrants in respect of which notices of exercise have been 
given.  

 
This difference shall constitute the sum of the monetary bonus flowing 
to the Offeree on the date of exercise (hereinafter: the “Sum of the 
Monetary Bonus”). 
 

5.3.2 The Company shall issue to the Offerees or shall transfer its shares 
held or to be held by it or by a company under its control such quantity of 
shares, the market value of which, at the Effective Rate, shall be equal to 
the Sum of the Monetary Bonus only.  Fractions of shares obtained as a 
result of the above calculation shall be rounded up to the nearest full 
share.  

 
 In the event of an issue of Shares under this clause, the following 

conditions shall apply:  The Company shall convert part of its profits 
amounting to the requisite rate of shareholders’ equity into share capital, 
as set out in section 304 of the Companies Law.  If, at the appropriate 
time, the Company does not have profits that can be distributed as set out 
in section 302 of the Companies Law, the Offeree shall pay the par value 
of the Exercise Shares only.  In such a case, the Company shall issue 
additional shares to the Offeree, the value of which shall be the same as 
the entire par value of the shares issued to such Offeree.  It is clarified 
that in the event of issue of Shares under this clause, the exercise shall 
take place in such a manner that the par value of the Shares shall be paid 
(or, as the case may be, capitalized) by the Company or by the Offeree, 
subject to any law, including the provisions of the Companies Law, 
regarding distributions.   

 
6. Deposit of Options with Trustee 

 
The option warrants shall be issued to a trustee as set out in clause 12.4 below 
(the “Trustee”) for the Offerees, following and subject to receipt of all of the 
consents set out in clause 3 above.   

 
 The effective date for activation of the Plan is the date of approval of the Plan 

by the board of directors of the Company, as set out in the Introduction to this 
Report (the “Effective Date”)2.  

                                                           
2 Note that lock up under section 102 shall apply to Israeli Offerees, for a period of 24 months following the 
date of issue to the Trustee as set out in clause 12.4 below.  
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7. Right of Exercise, Lock Up and Method of Exercise of Option Warrants 

 
7.1 All of the option warrants granted to the Employees shall be in force as of 

the Effective Date (subject to the existence of all of the conditions set out 
in clause 3 above).  The option warrants shall become exercisable (shall 
vest) in three equal installments, and shall be subject to lock up as set out 
below.  

 
7.1.1 One third of the option warrants issued to each of the Offerees shall 

vest at the end of 12 months after the Effective Date.  The option 
warrants, or the Shares received as a result of exercise of them, if 
exercised, shall be locked up for a period of a further 12 months 
(hereinafter: the “Additional Lock Up Period”), which shall 
terminate 24 months after the Effective Date.   

 
7.1.2 A second third of the option warrants issued to each of the Offerees 

shall vest at the end of 24 months after the Effective Date; the option 
warrants or the Shares received as a result of exercise of them, if 
exercised, shall be locked up for an Additional Lock Up Period of 12 
months, which shall terminate 36 months after the Effective Date.   

 
7.1.3 The last third of the option warrants issued to each of the Offerees 

shall vest at the end of 36 months after the Effective Date.  The 
option warrants, or the Shares received as a result of exercise of 
them, if exercised, shall be locked up for an Additional Lock Up 
Period of 12 more months, which shall terminate 48 months after the 
Effective Date.   

 
7.2 Each of the Offerees shall be entitled to exercise the option warrants 

contained in each installment that vests, in whole or in part, in accordance 
with the conditions of the Plan, as of the date of such vesting (including 
during the Additional Lock Up Period), until 60 months (five years) after 
the Effective Date (the “Final Date of Exercise”).  Should the Final Date 
of Exercise fall on a day that is not a business day at banks in Israel or on 
the Stock Exchange, the Final Date of Exercise shall be deferred to the 
next business day thereafter.  

 
7.3 Exercise of the option warrants for shares shall be in accordance with an 

express written notice by the Offeree to the Company and to the Trustee, 
and shall be effected via the Trustee or via such person as the Trustee 
may appoint.  Discretion as to whether or not to exercise, and when, and 
the obligation to pay the exercise price, shall pertain to each and every 
Offeree, and not to the Trustee.  

 
7.4 Option warrants not exercised by the Final Date of Exercise shall expire, 

and shall not afford any right to compensation or indemnification, and 
shall not be valid.  

 
8. Rights Attaching to Exercise Shares 
 

The Exercise Shares shall be equal in their rights, to all intents and purposes, to 
the ordinary shares in the share capital of the Company as at the date of this 
Outline, and shall, inter alia, afford the same rights to receive notice and to 
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participate in shareholders' meetings of the Company, to receive dividends or any 
other distribution and to receive surplus assets upon winding up.  
 

9. Restrictions of actions in  the Securities Offered 
 

9.1 The option warrants are a personal right which may not be transferred 
whether voluntarily or otherwise (except to the heirs of a deceased Offeree, 
on condition that they confirm their consent to the conditions thereof).  The 
option warrants shall not be listed for trading on the Stock Exchange.  The 
shares flowing from exercise of the option warrants to the Offerees (the 
“Exercise Shares”) shall be listed for trading on the Stock Exchange.  

 
9.2 The option warrants to Employees in Israel shall be issued to the Trustee in 

accordance with section 102 of the Income Tax Ordinance.  Accordingly, 
the option warrants or the shares obtained from exercise thereof, as the 
case may be, shall be held by the Trustee in accordance with the provisions 
of section 102 of the Income Tax Ordinance, for the Minimum Lock-Up 
Period, as set out in clause 12 below.   

 
9.3 In addition to the aforesaid, the option warrants or the shares obtained from 

exercise of them shall be locked up as set out in clause 7.1 above.   
 
9.4 The issue of the options under this Outline shall be in accordance with the 

provisions of section 15B of the Securities Law and therefore, no buy-back 
restrictions as set out in section 15C of the Securities Law shall apply to the 
Exercise Shares with the exception of Exercise Shares flowing from 
exercise of option warrants issued to Offerees outside of Israel.  

  
 The provisions of section 15C of the Securities Law shall apply to the 

Exercise Shares flowing from exercise of the option warrants issued to 
Offerees outside of Israel, as shall the provisions of the Securities 
(Particulars for the purpose of Sections 15A through 15C of the Law) 
Regulations, 5760-2000 (the “Further Particulars Regulations”), to the 
effect that: 

9.4.1 Such Offerees are prohibited from offering the Exercise Shares 
prior to the lapse of six months following the date of issue of the 
options.  

 
9.4.2  For the period of six consecutive quarters, to be counted as of the 

end of the period set out in clause 9.4.1 above, each of the 
Offerees may offer a quantity of Shares on any day of trading, 
which is no more than the daily average of the volume of trading 
of the Company’s shares on the Stock Exchange over the eight-
week period preceding the date of the offer, provided that the 
quantity of Shares offered in any quarter is no greater than one 
percent of the issued and paid-up capital of the Company, all as 
set out in the Further Particulars Regulations.  

 
10. Conditions of the Plan in the event of Termination of Employment 

Relations 
 

10.1 In the event of termination of employer-employee relations between the 
Company and the Offeree as a result of transfer of control in the Company, 
the Offeree’s entitlement to receive all of the option warrants, including 
those which have not yet vested in accordance with the dates set out in 
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clause 7.1 above, shall immediately crystallize, and such option warrants 
shall be exercisable for a period of up to 90 days following the date of 
termination of the Offeree’s employment (or, if the lock up period under 
section 102 of the Income Tax Ordinance has not yet ended – up to 90 
days after the end of such period, whichever is the later).  

 
10.2 In the event of termination of employment relations between the Company 

and the Offeree due to the Offeree’s voluntary retirement and not as a 
result of inability due to health problems (“Disability”), the Offeree shall be 
entitled to exercise only those option warrants included in the installments 
that have vested and which have not yet been exercised for shares as at 
the date of termination of his employment, and such shall be exercisable for 
a period of up to 90 days after the date of termination of his employment 
(or, if the lock up period under section 102 of the Income Tax Ordinance 
has not yet ended – up to 90 days after the end of such period, whichever 
is the later).  The rest of the option warrants shall expire on the date of 
termination of employment.  

 
10.3 In the event of termination of employment relations due to Disability or 

death, the Offeree (or his heirs) shall be entitled to exercise the option 
warrants contained in those installments which have already vested but 
which have not yet been exercised for shares, and a proportionate part of 
the next installment that has not yet vested, if any, to be calculated in 
accordance with the ratio of the number of months that have lapsed since 
the date of vesting of the previous installment to have vested (or since the 
Effective Date, as the case may be), until the date of termination of the 
Offeree’s employment, to 12 months, and such shall be exercisable until 
the Final Date of Exercise.  The rest of the option warrants shall expire on 
the date of termination of employment.   

 
10.4 In the event of termination of employment relations due to dismissal under 

circumstances which, in the Company’s opinion, afford the Company the 
right under law to dismiss the Offeree without payment of severance pay, 
all of the option warrants offered to the Offeree under this Plan, including 
those which have already vested but which the Offeree has not yet in fact 
exercised, shall immediately expire on the date of such dismissal.  

 
10.5 In the event of termination of employment relations for any reason which is 

not described in sub-clauses 10.1 through 10.4 above, the Offeree shall be 
entitled to exercise only those option warrants that have vested by the date 
of termination of his employment, which have not yet been exercised for 
shares, and such shall be exercisable until the Final Date of Exercise.  The 
rest of the option warrants shall expire on the date of termination of his 
employment.   

 
10.6 The board of directors of the Company (or a committee authorized by it) 

may amend the provisions of this clause 10 (and/or any provision thereof) 
in general or specifically, at its absolute discretion.   

 
11. Restructure or Merger 
 

In the event of merger of the Company with or into another company, whether by 
way of share swap, cash purchase or in any other manner, or sale of all (or the 
vast majority) of the Company’s assets or issued capital, or any other related 
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action (all of the above jointly: “Restructure or Merger”) and subject to any law, 
the board of directors shall be entitled: 

 
11.1 To prescribe that every option be replaced by or converted into an option of 

equal value in the new company following the merger or sale and to make 
amendments to the exercise price for such purpose, if and to the extent 
required, all subject to the discretion of the board of directors;  or 

 
11.2 To prescribe that every option shall be adopted by the new company such 

that it shall be exercisable for a share of the new company subject to such 
adjustments and amendments as may be prescribed by the board of 
directors;  or 

 
11.3 To prescribe that every option shall be cancelled or returned to the 

Company and the Company shall pay the entitled Employee monetary 
compensation for such cancellation or return of the option as aforesaid, 
provided that the value of the benefit embodied in such compensation shall 
be no less than the value of the benefit embodied in the options so 
cancelled or returned to the Company, as measured on the date of 
cancellation or return as the case may be;  and 

 
11.4 To do any act and/or make any resultant adjustment with respect to the 

options and the conditions thereof, as may be required, at its discretion.  
 

For the purposes of the provisions of this clause, the term “new company” shall 
refer to the company with which a merger may take place, with which a sale 
transaction may be effected or which may stand in place of the Company following 
a restructuring or any related transaction.  

 
12. Tax Implications and Issue to Trustee 

  
The following are details of certain tax related provisions regarding the issue 
and exercise of the options:  

 
12.1 Any tax obligation regarding issue of the options to Offerees (including 

income tax, capital gains tax, national insurance and health tax) and any 
other mandatory payment owing on account of grant of the option warrants, 
exercise of the option warrants or sale of the Exercise Shares, shall be 
borne by the Offerees.  The Trustee and the Company shall be entitled to 
deduct any sum required to be withheld at source by law.  

 
12.2 The provisions of section 102 of the Income Tax Ordinance [New Version] 

and any regulations made thereunder shall apply to the option warrants to 
be issued to Israeli Offerees (hereinafter and hereinabove, jointly: “Section 
102”).  The Company has elected that the issue shall be via a trustee, 
under the capital gain track.  

 
12.3 The provisions of section 102 regarding the capital gain track provide, inter 

alia, as follows as at the date of this report:  
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• The options and the shares to be obtained from exercise of the 
options shall be locked up with the Trustee until two years after the 
date of issue and designation of the issue for the Employee3;  

• The Offeree’s income from issue of the options shall not be taxed on 
the date of the issue;  

• The Employee’s tax obligation regarding “part of the value of the 
benefit” on the date of issue of the options shall be calculated in 
accordance with the marginal tax rate that applies to the Employee.  
For this purpose, the “part of the value of the benefit” shall be 
calculated in accordance with the average value of the Company’s 
shares on the Stock Exchange at the end of the 30 trading days 
which preceded the issue of the options, less the cost of exercise of 
the options.   

• The balance of the value of the benefit shall be subject to tax at a 
rate of 25%.  

• In issuing options as aforesaid, the company employing the Offeree 
shall be allowed a salary expense in the sum of the Employee’s 
income taxable at the marginal tax rate.  With respect to the value of 
the benefit to the Employee, taxable at a rate of 25%, the Company 
shall not be allowed an expense for tax purposes.  

  
 The aforesaid shall not be deemed to be tax advice and every Offeree 

must examine the tax situation that applies to him, and must decide 
whether and how to act in accordance with his own specific personal 
circumstances.  

 
12.4 Accordingly: 
 

• The issue to the Offerees shall only be effected after consent to the 
issue is received from the Assessment Clerk under section 102 and 
in accordance with the conditions of such consent.   

 
• Prior to issue of the option warrants to the Offerees, the Company 

shall enter into a contract with a trustee (the “Trustee”) who shall 
hold the option warrants in trust for the Offerees pending exercise 
(or expiration, as the case may be) and who shall hold the Exercise 
Shares obtained on account of exercise of the option warrants, at 
least until 24 months after the date of issue to the Trustee (the 
“Minimum Lock Up Period”).   

 
12.5 Notwithstanding any other provision of this clause, it is clarified that transfer 

of the Exercise Shares from the Trustee to an Israeli Offeree or from an 
Israeli Offeree to any third party (including sale thereof) shall only be 
possible after the end of the Minimum Lock Up Period, after payment or 
deduction of the tax owing, if any, and shall be effected in accordance with 
such provisions, conditions and arrangements as may be agreed upon 
between the Company and the Trustee, and subject to the provisions of 
Section 102 or the provisions of any law, and any agreement with the 
taxation authorities.  

 

                                                           
3 i.e., in the case of Employees to whom it is resolved to issue option warrants later, the lock up period shall 
commence on the date of the resolution of the sub-committee to designate the options to such employee, as 
set out in clauses 4 and 19.  
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12.6 Notwithstanding any of the provisions above or below, the Offerees under 
this Outline (or future Offerees, as set out in clause 4 above) may include 
Offerees whose place of residence or employment is outside of Israel, and 
therefore, the provisions of Section 102 are not applicable in respect of 
them.  The options to these Offerees shall be deposited with the Trustee on 
the date of issue of them and shall be exercised via the Trustee in the 
manner set out in this Outline, without the lock up restrictions under Section 
102 applying.  

 
13 Adjustments for Distribution of Bonus Shares and/or Issue by way of Rights 

and/or Payment of Dividend 
 

13.1 If the Company distributes bonus shares, then on the effective date for 
distribution of the bonus shares, the number of Exercise Shares on account 
of exercise of the option warrants not yet exercised for shares as at the 
effective date regarding the right to receive bonus shares shall be 
increased by adding the appropriate number of shares to which the Offeree 
would have been entitled had he exercised the options not yet exercised for 
shares on the effective date regarding the right to receive bonus shares, 
immediately prior to the date of distribution of the bonus shares, and the 
Exercise Increment for each share shall be reduced accordingly.  

 
13.2 If the Company offers its shareholders securities of any kind whatsoever, by 

way of rights issue, the exercise price of the option warrants shall not be 
adjusted, however, the number of Exercise Shares on account of exercise 
of the option warrants not yet exercised for shares on the effective date 
regarding the right to purchase rights under the rights issue shall be 
adjusted in accordance with the bonus component embodied in the rights, 
to be calculated in accordance with the Stock Exchange rules as may be in 
effect on the effective date.  

 
13.3 If the Company pays a cash dividend, then on the ex-date, the Exercise 

Increment shall reduce by the (gross) amount of the dividend per share, in 
accordance with the NIS sum of such on the effective date.  

 
14 The Economic Value of the Option Warrants 
 

14.1 The option warrants shall be offered to the Offerees for no consideration.  
 
14.2 The economic value of each option warrant as at January 25, 2007, 

immediately prior to the effective date, shall be NIS 6.43.  The economic 
value of all of the option warrants for Offerees is NIS 82.9 million, of which 
the sum of NIS 14.1 million is for the Substantial Private Offer.   

 
14.3 Calculation of the economic value as aforesaid is based on the calculation 

formula prescribed in the Stock Exchange rules for determining the value of 
option warrants, the annual standard deviation being 24.6%, the annual 
rate of capitalization being 3.34%, the lifespan of the option being 4 years, 
the exercise price being as set out in clause 5.2 above, and the share price 
on the Stock Exchange immediately prior to the Effective Date being 
NIS 25.59.   
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15 The Issued Share Capital of the Company, Quantity and Rate of Holdings of 

Offerees and Interested Parties in the Company  
 
15.1 As at the date of this report, the issued and paid-up share capital of the 

Company is NIS 1,287,290,068, divided into 1,287,290,067 ordinary shares 
of NIS 1.00 par value each, and one special State share.  

 
15.2 As at the date of this report, the sum of 2,216,131 shares of the Company 

are held by Ferson Chemical Materials Ltd., a wholly owned and controlled 
subsidiary of ICL.  

 
15.3 Following the issue under this report, and presuming full exercise of all of 

the option warrants offered under this report, the shareholders’ equity4 shall 
amount to NIS 1,300,190,067 (disregarding the shares held by the 
subsidiary, Ferson Chemical Materials Ltd. – see above).  

 
15.4  To the best of the Company’s knowledge, the holdings of Mozes, who is the 

holder of an interest, and of the rest of the holders of the issued and paid-
up capital of the Company, are, as at the date of this report, as follows:  

 
Persons Holding Shares 

in the Company 
Immediately prior to the Offer Following the Offer and presuming 

that the Offerees exercise all of the 
Options granted to them as set out in 

this Immediate Report4 
 Quantity Percentage 

of Capital 
Percentage 

of voting 
rights 

Quantity Percentage 
of Capital 

Percentage 
of voting 

rights 
The Israel 
Corporation 
Ltd. 

671,767,522 52.19% 52.19% 671,767,522 51.67% 51.67% 

PCS 129,359,925 10.05% 10.05% 129,359,925 9.95% 9.95% 
Ferson 
Chemical 
Materials 
Ltd. 

2,216,131 0.17% 0.17% 2,216,131 0.17% 0.17% 

 Amnon 
Sadeh 

25,500 0.00% 0.00% 25,500 0.00% 0.00% 

Irit 
Isaacson 

1,400 0.00% 0.00% 1,400 0.00% 0.00% 

Persons with 
an interest 

Akiva 
Mozes 

433,231 0.03% 0.03% 2,633,231 0.2% 0.2% 

Rest of the 
shareholders 

The Public 483,486,359 37.56% 37.56% 494,186,359 38.01% 38.01% 

  
16 Consideration and Method of Determination Thereof 

 
16.1 The option warrants are offered to the Offerees for no consideration.  
 
16.2 If all of the option warrants offered are exercised for shares5, the Company 

should receive the sum of approximately NIS 330,111,000 by the Final Date 
of Exercise, inclusive.  

 

                                                           
4 Presuming full exercise by the Offerees, without exercise of the Company’s right under clause 5.3 of the Plan, 
and without taking into account shares held by the subsidiary Ferson Chemical Materials Ltd. (2,216,131 
shares constituting approximately 0.17% of the capital of the Company and of the voting rights in the 
Company).  Since prior to publication of this Outline, there are no securities of the Company that are 
convertible or exercisable for shares of the Company, this data reflects holdings under full dilution.  
5 Without exercise of the Company’s right under clause 5.3 of the Plan.  
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16.3 The Company intends to use the consideration obtained from exercise of the 
option warrants, if obtained, as may be resolved by management of the 
Company or the board of directors of the Company from time to time.  

 
17 Personal Interest in Approval of Offer, and Substantial Private Offer 

 
 To the best of the Company’s knowledge, the Company does not have a 

substantial shareholder with any personal interest in the issue.  To the best of the 
Company’s knowledge, no office-holder of the Company has a personal interest in 
approval of the Substantial Offer, other than Mr. Mozes.  

 
18 Particulars of Documents relating to Rights in the Shares of the 

Company 
 
 To the best of the Company’s knowledge, there are no agreements, either written 

or oral, between any of the Offerees and any holder of shares in the Company, or 
between all or some of the Offerees and each other, or between them and other 
persons, regarding the purchase or sale of securities of the Company or regarding 
voting rights in the Company. 

 
19 Term of Grant of Securities 

 
 The offer to each Offeree shall be effected soon after approval of the offer to such 

by the board of directors or by a committee of the board of directors as set out in 
clause 4 above, but no earlier than 14 business days after the date of publication of 
this Outline, and no later than the date of submission of the periodic report for 
2006, or March 31, 2007, whichever is the earlier.   

 
20. Powers of Board of Directors of the Company 

 
 The board of directors of the Company is authorized to interpret the provisions of 

the Outline and the Plan and to make any supplementary or clarifying provision 
with respect to the execution thereof, to the extent that the matter may be required 
at its discretion.  

 
 Without derogating from the generality of the aforesaid, it is clarified that subject to 

any law, the board of directors of the Company is authorized at its exclusive 
discretion to exercise all of the powers required for the purpose of management of 
the Plan, including determining the identity of the Offerees, determining the number 
of options to be issued to each of the Offerees, and determining the dates of such 
issue.  

 
 Likewise, the board of directors of the Company is authorized, at its exclusive 

discretion, to amend the provisions of the Plan, provided that the amendment of 
any of the conditions of the Plan shall not harm the rights of the Offerees under the 
Plan, without obtaining the prior consent of the Offerees to whom options have 
been issued under the Plan on the date of the proposed amendment.  

 
 The board of directors has delegated its powers to designate the shares issued to 

the Trustee and not yet designated to Employees as set out in clause 4.1 above to 
specific employees to its Human Resources Committee, all in accordance with the 
provisions of section 288(b)(2) of the Companies Law.   
 

21.  No Undertaking of Continued Employment 
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Grant of the options to Offerees under this Outline shall not be interpreted as 
imposing any obligation on the Company and/or companies under its control to 
continue the employment of any of the Offerees and/or as restricting them from 
terminating the employment of any of the Employees and/or as granting any right to 
an Offeree to continue to be employed.   
 

22. Issue to Additional Offerees who are not Interested Parties 
 

 The Company may increase the number of options to be issued under the Plan 
and under this Outline, and may grant additional options under the Plan and under 
this Outline to Employees of the Company and/or of companies under its control, 
either existing or future, who do not have an interest by virtue of their holdings, or 
who shall not have an interest by virtue of their holdings after such issue, on 
additional dates and in various quantities, in accordance with the provisions of the 
Plan, subject to obtaining the consents required under any law, including 
compliance with the rules and articles of the Stock Exchange, and receipt of its 
consent, and the consent of the appropriate organs of the Company, and 
publication of reports as required.  In the event of the making of any other issues 
under this Outline, the Company shall give every Offeree a copy of the Outline at 
least 21 days prior to the issue of the options, together with the reports to which it 
refers, at the Offeree’s place of work or address as registered at the Company.  

 
C. Rights Attaching to Company’s Shares: 

 
23. The following is a summary description of the rights attaching to the Company’s 

shares, as prescribed in the Company’s articles of association.  
 The full wording of the articles of association of the Company may be viewed on 

the distribution website of the Securities Authority (www.magna.isa.gov.il) and at 
the registered office of the Company.  

 
 As at the date of this report, all of the shares in the issued and paid-up share 

capital of the Company and the shares to be obtained from exercise of the option 
warrants the subject of this Plan are ordinary shares in nomine except for one 
special State share (the “Gold Share”) which is held by the State of Israel.  

 
23.1 Conditions and Rates of Participation in the Distribution of Dividends and 

Bonus Shares:  The ordinary shares shall have equal rights and shall afford 
the holders of them the right to receive notices regarding shareholders' 
meetings of the Company, to participate in and vote at such, to elect members 
of the board of directors as set out in these articles of association, and the right 
to participate in distribution of the Company’s profits and surplus assets upon 
winding up.  

 In the event of a payment of dividends, such shall be paid proportionally to the 
sums paid-up or credited as paid-up on account of the par value of the shares, 
without taking into account any premium paid thereupon.  

 In the event of distribution of bonus shares, such shall be divided up between 
the ordinary shareholders, in proportion to their entitlement to participate in the 
payment of dividends, and shall be of the same class as the shares in respect 
of which they were distributed.  

 
 
23.2 Rights to Participate in the Division of the Issuer’s Property upon 

Winding-Up:  Upon winding up of the Company, the surplus of the Company’s 
assets over all of its liabilities, subject to rights granted for any class of shares 
that may be issued at such time, if any, shall be distributed among the ordinary 
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shareholders in proportion to the sum paid-up or credited as being paid-up on 
the par value of such shares, without taking into account any premium paid on 
the shares.  

 
23.3 Right to Appoint Directors: The members of the board of directors shall be 

elected by the shareholders' meeting by ordinary majority.  All of the members 
of the board of directors shall hold office from the date of their election and/or 
appointment, until the next annual shareholders' meeting, and subject to the 
provisions of any law and of the articles of association.  The majority of the 
members of the board of directors shall be citizens and residents of Israel.  A 
person who is not a citizen or resident of Israel shall not be elected and/or 
appointed as a director if as a result of such appointment the majority of the 
board of directors shall not be citizens and residents of Israel and the election 
and/or appointment of a director as aforesaid shall not have any force and shall 
be deemed not to have been made from the outset.  
The number of members of the board of directors shall be no fewer than 7 and 
no greater than 20.  The external directors of the Company shall be included in 
counting the members of the board of directors.   

 
23.4 Rights to Receive Notices of Meetings of Shareholders, Rights to 

Participate and Vote, and Quorum: As set out above, every ordinary 
shareholder has the right to receive notices of shareholders' meetings of the 
Company and to take part in and vote at such.   
Deliberations in a shareholders' meeting may only be commenced if a quorum 
is present at the commencement of the meeting. A quorum shall be present 
when two shareholders jointly holding more than 50% of the issued shares 
affording voting rights in the Company are present in person or via proxy.   
If, half an hour after the time set for the meeting, there is no quorum, the 
meeting shall be adjourned to the same day of the following week, at the same 
time and place, or to such other day and/or time and/or place as the board of 
directors may prescribed by notice to the shareholders;  and if at such 
adjourned meeting there is no quorum half an hour after the time set down for 
the meeting, then two members with voting rights holding at least one third of 
the issued share capital of the Company present in person or by proxy shall 
constitute a quorum and shall be entitled to discuss and resolve matters in 
respect of which the meeting was convened.  

 
23.5 Restriction on Transfer of Shares: Fully-paid shares may be transferred 

without the need for consent of the board of directors.   The special State share 
shall not be transferable.   The articles of association contain provisions 
restricting the purchase or holding of shares in rates of more than 14%, 25% 
and any number affording the right, ability or practical possibility to appoint 
most of the directors of the Company, alone or jointly with others.  Any such 
purchase shall require the consent of the person holding the special State 
share, in accordance with the proceedings and conditions set out in the articles 
of association.  

 
23.6 Conditions of Amendment of Rights Attaching to Shares:  

Ordinary Shares: Amendment of rights attaching to any class of shares shall 
be prescribed in a resolution of the shareholders of the class, and in a 
resolution of a meeting of such classes of shares whose rights may be harmed 
as a result of the amendment, by a majority of those persons holding three 
quarters of the voting rights of shareholders present at such meetings, or if 
such amendment has the written consent of the holders of three quarters of the 
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number of shares of such class issued and of those classes whose rights shall 
be harmed as a result of the amendment.  
The Special State Share: Any amendment of the articles of association which 
might directly or indirectly harm the rights attaching to the special State share 
shall be deemed to be an amendment of the rights attaching to the special 
State share.  Any resolution or act which might directly or indirectly harm the 
rights attaching to the special State share shall only be effected with the 
consent of the holder of the special State share, and shall be void and of no 
effect in the absence of the consent of the holder of the special State share.  

 
D. Further Particulars: 

 
24.  Particulars of the Rates of the Company’s Shares on the Stock Exchange 

 
The following are particulars regarding the highest and lower share rates (in 
Agorot) on the dates on which the Company’s shares were traded during each of 
the two calendar years preceding the date of the Outline, and in the period from 
January 1, 2007 until the date of publication of the Outline.  
 

Period High Low 
 Date Price Date Price 

2005 13.12.05 1,817 27.1.05 923 
2006 11.12.06 2,714 29.3.06 1,596 

2007 (until January 
25, 2007) 03.01.07 2,655 10.1.07 2,453 

 
25 . Notice of Outline 
 
 Contemporaneous with publication of this Outline, the Company shall provide a 

copy of the Outline, together with reference to the reports to which it refers, to each 
Offeree at his place of employment or at such address as may be registered with 
the Company.  Each Offeree shall receive a page setting out reference to links on 
the distribution website of the Securities Authority with respect to all of the reports 
to which this Outline refers.  In addition, a printed copy of the aforesaid reports 
shall be deposited with the Company’s secretariat, and with the segment 
secretariats, and each Offeree may peruse such and may obtain a copy thereof 
upon request.  

 Any notice from the Company to the Offerees shall be given by way of notice in 
writing to be delivered to each of the Offerees at the place of their employment or 
at their address as registered with the Company, or to their electronic mail address.  

 
26. Reference to Financial Statements 
 
 Attention is hereby drawn to the periodic report for 2005, published by the 

Company on March 29, 2006, and to the interim financial statements and 
immediate reports published by the Company subsequently.  These documents 
may be perused on the distribution website of the Securities Authority or at the 
registered office of the Company (in the Office of the General Counsel and 
Company Secretary) during ordinary business hours, upon prior coordination on 
telephone 03-6844412.  
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27.  Powers of the Securities Authority 
 
 The Securities Authority, including an employee of the Authority so authorized, 

may instruct the Company within 14 business days of the date of submission of the 
Outline, to provide any explanation, particulars, information or documents 
regarding the Outline, and may instruct the Company to amend the Outline within 
such time as it may prescribe.  Where the Authority instructs the amendment of the 
Outline, it may order postponement of the date for commencement of the period of 
grant of the securities to such date as may fall no earlier than three business days 
and no later than fourteen business days after the date of publication of the 
Outline.  Amendment of the Outline and postponement of the date of 
commencement of the period for grant of the securities under such provision shall 
be effected in accordance with the provisions of the Outline Regulations.  

 
28. Company Representative 
 
 The representative of the Company for the purpose of handling the report and this 

Outline shall be Adv. Aner Berger, General Counsel and Company Secretary, Tel: 
03-6844412; Fax: 03-6844435. 

 
      Israel Chemicals Ltd.  
      By: 
 January 28, 2007                               Name:                               Position:               
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