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December 28, 2011
Press Release
The Ministry of Finance and the Dead Sea Works Come to an Agreement: The Company Will Shoulder More than NIS 5 Billion (Capitalized) in Costs until the End of the Concession Period
At the end of protracted negotiations between the Ministry of Finance and the parent company of the Dead Sea Works (DSW), DSW's Chairman, Mr. Amir Elstein, tonight notified Finance Minister Dr. Yuval Steinitz of his acceptance of the latter's proposal for financing the cost of harvesting salt from the Dead Sea and increasing the company's royalty payments to the State. The agreement reached secures the State's rights on various levels, enables the immediate implementation of the Dead Sea hotels protection project, and significantly increases the take of the State and the public in mineral excavation revenues. This process is similar to the one implemented at the beginning of the year through the Sheshinski Committee in relation to oil and gas reserves in the Mediterranean Sea. The agreement will be submitted to the Cabinet for approval after it has been duly approved by the board of directors of Israel Chemicals Ltd. (ICL).
Following are the principles of the agreement:

· Dead Sea Works will pay NIS 3.04 billion in cash for the salt harvesting.

· The State will pay NIS 760 million, out of which NIS 337 million is the current value of a $30 million dollar dividend withdrawn by the State in 1992 to finance protection works at the Dead Sea.
· The project will be executed by Dead Sea Works, which will bear responsibility for its physical and financial aspects. Any overrun of the project's cost, which stands at NIS 3.8 billion (capitalized), for reasons other than changes by the planning bodies, will be fully covered by DSW.

· The royalties paid by Dead Sea Works will be doubled from the current 5% to 10% on any quantity of potash beyond 3 million tons per year, starting retroactively from the year 2010 pursuant to the State's demand in the arbitration with Dead Sea Works, and on any quantity beyond 1.5 million tons per year starting from the year 2012. The company's voluntary consent to open the ministerial agreement from 1995 will add a substantial amount to its royalty payments, estimated at NIS 175 million per year and NIS 1,772 million (capitalized) until the end of the concession period in 2030.
· The State's demand in the arbitration to receive $291 million (more than one billion shekels) in royalties since the year 2000, arising from the method of calculation of the royalties, will continue to be adjudicated.

· The full harvesting alternative, which was chosen on the recommendation of the Minister of Tourism and the Minister of Environmental Protection and adds billions of shekels in costs, as opposed to the alternative of relocating the area's hotels, ensures a long-term solution enabling the continued functioning of the Dead Sea hotels and the preservation of the tourism industry in the area.

· The Government will not intervene in the planning of the project, and the construction of Pool No. 6 will not be approved.

· The Government will not intervene in the planning processes involving public interests relating to the environment.

· Nevertheless, given the project's importance at the national level, the Government has instructed the planning entities to make every effort to expedite their work.

· Accordingly, a resolution will be submitted for approval by the Cabinet, stating that at the present time it sees no need for further changes in its specific fiscal policy on the excavation of minerals from the Dead Sea.

Minister of Finance, Dr. Yuval Steinitz, welcomed the understandings that were reached, saying: "The Dead Sea must be regarded in the same way as the Mediterranean Sea. Today we have completed a consensual process in which the State's share in its potash reserves has been increased to the level accepted in the Western world, just as we did for oil and gas reserves through the Sheshinski Committee. We have thus corrected a longstanding distortion and added billions of shekels for the public's benefit."
The Accountant General in the Ministry of Finance, Ms. Michal Abadi-Boiangiu, added: "The Ministry of Finance carried out in-depth and comprehensive staff work, while intensive negotiations were conducted and great effort invested in reaching understandings that protect the interests of the State. The significant achievement is the immediate start of implementation of the protection project and prevention of the inundation of the Dead Sea hotels."
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