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Auditors' Report to the Shareholders of Alrov Properties and Lodgings Ltd.  
Regarding the Audit of Internal Control Components over Financial 
Reporting in accordance with paragraph 9b(c) of the Israeli Securities 
Regulations (Periodic and Immediate Reports), 1970 
 

We have audited internal control components over financial reporting of Alrov Properties and 
Lodgings Ltd. and its subsidiaries (hereinafter “the Company”) as of December 31, 2019. These 
control components were determined as explained in the following paragraph. The Company's Board 
of Directors and Management are responsible for maintaining effective internal control over financial 
reporting and for their assessment of the effectiveness of the Company’s internal control components 
over financial reporting accompanying the periodic report as of the above date. Our responsibility is 
to express an opinion on the Company’s internal control components over financial reporting based 
on our audit. 
 
We did not audit the effectiveness of internal control components over financial reporting of certain 
consolidated subsidiaries whose assets and revenues constitute approximately 39% and approximately 
40% of the total consolidated assets and revenues, respectively, included in the consolidated financial 
statements as of December 31, 2019 and for the year then ended. The effectiveness of those 
companies' internal control components over financial reporting was audited by other auditors whose 
reports thereon have been furnished to us, and our opinion, insofar as it relates to the effectiveness of 
internal control components over financial reporting of such companies, is based solely on the reports 
of the other auditors. 
 

Audited internal control components over financial reporting were determined in accordance with 
Auditing Standard 911 of the Institute of Certified Public Accountants in Israel “Audit of Internal 
Control Components over Financial Reporting” (hereinafter “Auditing Standard (Israel) 911”). These 
components are: (1) Entity level controls, including controls over the preparation and closure of the 
financial reporting process and general information technology controls; (2) controls over the 
investment property process; (3) controls over treasury of cash management and debt management; 
(4) controls over hotels income process; (5) controls over the payroll process in hotels (all these are 
named together “audited control components”). 
 

We conducted our audit in accordance with Auditing Standard (Israel) 911. This standard requires us 
to plan and perform the audit to identify the audited control components and to obtain reasonable 
assurance about whether these control components were effective in all material respects. Our audit 
included obtaining an understanding of internal control over financial reporting, identifying the 
audited control components, assessing the risk that a material weakness exists in the audited control 
components, and testing and evaluating the design and operating effectiveness of those control 
components based on the assessed risk. Our audit, regarding those control components, also included 
performing such other procedures as we considered necessary in the circumstances. Our audit referred 
only to the audited control components, as opposed to internal control over all significant processes 
related to financial reporting, therefore our opinion refers to the audited control components only. Our 
audit also did not refer to mutual effects between audited control components and non audited control 
components, therefore our opinion does not take into account these possible effects. We believe that 
our audit, and the reports of the other auditors, provide a reasonable basis for our opinion in the context 
described above. 
 

Because of its inherent limitations, internal control over financial reporting as a whole, and internal 
control components in particular, may not prevent or detect misstatements. Also, projections of any 
current evaluation of effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the policies or 
procedures may deteriorate. 
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In our opinion, based on our audit and on the reports of the other auditors, the Company maintained, 
in all material respects, effective audited control components as of December 31, 2019. 
 
We have also audited, in accordance with generally accepted auditing standards in Israel, the 
Company’s consolidated financial statements as of December 31, 2019 and 2018 and for each of the 
three years in the period ended December 31, 2019 and our report dated April 12, 2020 expressed an 
unqualified opinion on those financial statements based on our audit and the reports of other auditors, 
and also included an emphasis-of matter paragraph regarding the effects of the coronavirus on the 
tourism industry and the Company's hospitality operation. 
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Auditors' Report to the Shareholders of  
Alrov Properties and Lodgings Ltd. 
 

We have audited the accompanying consolidated statements of financial position of Alrov 
Properties and Lodgings Ltd. (hereinafter “the Company”) as of December 31, 2019 and 2018 
and the consolidated income statements, statements of comprehensive income, changes in equity 
and cash flows for each of the three years in the period ended December 31, 2019. These 
financial statements are the responsibility of the Company's Board of Directors and 
Management. Our responsibility is to express an opinion on these financial statements based on 
our audit. 
 

We did not audit the financial statements of certain consolidated subsidiaries whose assets 
included in consolidation constitute approximately 39% and 43% of total consolidated assets as 
of December 31, 2019 and 2018, respectively, and whose revenues included in consolidation 
constitute approximately 40%, 36% and 30% of total consolidated revenues for the years ended 
December 31, 2019, 2018 and 2017, respectively. Furthermore, we did not audit the financial 
statements of equity accounted investees the investment in which amounted to approximately 
NIS 664 thousand and NIS 410 thousand as of December 31, 2019 and 2018, respectively, and 
the Group’s share in their profits amounted to approximately NIS 299 thousand, NIS 1,224 
thousand and NIS 1,203 thousand for the years ended December 31, 2019, 2018 and 2017, 
respectively. The financial statements of those companies were audited by other auditors, whose 
reports have been furnished to us, and our opinion, insofar as it relates to amounts included for 
those companies, is based solely on the reports of the other auditors. 
 

We conducted our audit in accordance with generally accepted auditing standards in Israel, 
including standards prescribed by the Auditors Regulations (Auditor's Mode of Performance) - 
1973. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement.  An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant 
estimates made by the Board of Directors and Management, as well as evaluating the overall 
financial statement presentation. We believe that our audit and the reports of other auditors 
provide a reasonable basis for our opinion. 
 

In our opinion, based on our audit and the reports of other auditors, the consolidated financial 
statements referred to above present fairly, in all material respects, the consolidated financial 
position of the Company and its consolidated subsidiaries as of December 31, 2019 and 2018 
and the results of their operations, changes in equity and their cash flows for each of the three 
years in the period ended December 31, 2019 in conformity with International Financial 
Reporting Standards (IFRS) and with the provisions of the Securities Regulations (Annual 
Financial Statements) - 2010. 
 

Without qualifying our above opinion, we draw attention to that mentioned in Note 1 to the 
financial statements regarding the effects of the coronavirus on the tourism industry and the 
Company's hospitality operation. 
 

We have also audited, in accordance with Auditing Standard (Israel) 911 of the Institute of 
Certified Public Accountants in Israel “An Audit of Components of Internal Control 
Components over Financial Reporting”, the Company's components of internal control over 
financial reporting as of December 31, 2019, and our report dated April 12, 2020 included an 
unqualified opinion on the effective maintenance of those components. 
 
Somekh Chaikin 
Certified Public Accountants (Isr.) 
April 12, 2020 

ieliahu
Pencil




































































































































































































































