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INfroduction

This report provides an extensive analysis
of SodaStream (Soda Club), a manufacturer
of home carbonating devices whose
main factory is in the industrial park of
Mishor Edomim in the West Bank, territory
occupied by Israel. Using SodaStream as
a case study for corporate activity in the
illegal settlements, the report explores
the concept of industrial production in
settlements.Thereportdiscusseskeyissues
of production in settlements, including
the identity of the manufacturers, workers'’
conditions, land confiscation and trade in
settlement products. This report provides
a broad picture about SodaStream, its
commercial activities in the territories, and
its international business
ties, which are mainly in
Europe and the United
States.

SodaStream has shown

substantial growth and
expansion in recent years,
reaching new international
markets. Most significantly,
as of November 8, 2010, the
company has gone public
and its shares are traded on

NASDAQ.

Examining the performance of this

company is important in order to
understand how its success is based, at
least in part, on the structural advantages
that production in Israeli settlements
enjoys. Settlement production benefits
from low rent, special tax incentives, lax
enforcement of environmental and labor
protection laws, as well as additional
governmental support. For instance, all
industrial parks in the settlements are
defined as Priority Area A, which qualifies
them for tax deductions. These tax
deductionsare usually offeredasincentives
for the development of businesses in
areas of the country which are far from

A view of SodaStream’s main factory in the industrial park of Mishor Edomim
in the occupied West Bank. Photo: Esti Tsal, Who Profits
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the major Israeli urban centers; but the
main settlement industrial parks are a
short driving distance from Israel’s urban
centers, and this gives them a competitive
advantage over industrial areas inside the
State of Israel.’

inevitable

Exploitation is an part

of commercial production in an
occupied area. Palestinians employed
in these industrial parks work under
severe restrictions of movement and
organization. All workers have to obtain
special permits and gain clearance
from the Israeli General Security Service
(Shabak) just to be able to enter these
factories. Their dependence on these
permits limits the workers’ employment
choices and makes organizing almost
impossible. Israeli labor laws have been
extended to Palestinian workers in
the settlements, but not in full. With
hardly any governmental enforcement
or protection (especially, given that

Palestinian workers are effectively

prevented from demanding their rights),

' The website of Mishor Edomim Industrial Park provides a
partial list of the advantages that stem from its location, in or-
der to attract businesses to move there. The list can be found
at: tinyurl.com/36fdyst.

The policy of Priority Areas is described in detail by the Min-
istry of Industry, Trade and Labor. For more information see
here: tinyurl.com/376eq7x and here: tinyurl.com/3225ht5
(starting on page 8). More technical information can also be
found here: tinyurl.com/34p4hca (see page 6).

employment under occupation is always
exploitative, resulting in routine violations
of labor rights.

A central tenet of the Israeli argument
the
production in Mishor Edomim is that this

about legality of commercial
activity in the settlement serves the local
population and, thus, does not break
international law. For example, in reaction
to the Palestinian Authority initiative to
boycott settlement produce, the manager
of Lipski, a company located in Barkan,
an Israeli industrial park in the occupied
West Bank, explained that these industrial
parks primarily serve Palestinian workers;
hence, a boycott on settlement products
“is self-defeating from a Palestinian point
of view"? On May 27, 2010, the speaker of
the Israeli parliament, Mr. Ruby Rivlin, said,
during a visit to Barkan: “Barkan is a hub
for co-existence and a bridge for peace”?
However, as the analysis provided herein
of the case of SodaStream clearly shows,
this claim fails to be substantiated by
this case. The Palestinian workers in the

2 “Palestinian boycott of the settlements: Who would
be hurt more?; Ynet, May 21, 2010, www.ynet.co.il/
articles/0,7340,L-3892193,00.html (in Hebrew, translation by
authors).

3 “Rivlin: Boycott will hurt the chances for peace’, Walla News,
May 27, 2010, news.walla.co.il/?w=/1/1679652 (in Hebrew,
translation by authors).
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factory are employed in discriminatory
and exploitative conditions.* In addition,
the products do not serve the local
population, but are mostly shipped
elsewhere (65% of production is
exported); the company pays its taxes
to the Israeli government and not to the

Palestinian Authority; and, the profits of

the company benefit the Israeli economy
and not that of the local Palestinians.

SodaStream and similar industries in the
industrial park of Mishor Edomim directly
support the settlement of Ma'aleh
Adumim in various aspects. First, the
municipal taxes that the company pays

P

—— The Green Line

Jerusalem Municipal Border
skm —— Constructed Separation Barrier
— Authorized Barrier Route

| I F—

B Built-up area (Palestinian)

I Built-up area (settlement)

== Municipal area (settlement)

@ Ma'aleh Adumim Municipal area

The settlement of Ma'aleh Adumim is strategically located in @ manner which disconnects Ramallah
from Bethlehem. Map: Shai Efrati. Background topography: Copyright: © 2009 ESRI

4 See chapter 3 for more information on the working condi-

tions in SodaStream’s Plant in Mishor Edomim.
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(property tax for production facilities, or
“Arnona’, in Hebrew) go to the Ma‘aleh
Adumim  Municipality’ where it s
solely used to support the growth and
development of the settlement. The funds
the municipality of the Ma’aleh Adumim
settlement collects from SodaStream and
the other factories in its industrial zone
are used for the construction of roads,
education services, sewage treatment,
gardening, for the payment of salaries of
municipal employees and the like. Thus,
when one buys a SodaStream device -
one contributes to sustaining the Ma‘aleh
Adumim settlement.

The settlement of Ma'aleh Adumim
is strategically positioned. It is east of
Jerusalem, bordering on the Jordan
Valley, creating continuous Israeli control
between the settlement neighborhoods of
East Jerusalem and the Jordan Valley. The
Israeli continuum between East Jerusalem

and Ma'aleh Adumim disconnects the
south of the West Bank (Bethlehem and
Hebron) from the central and northern
areas (Ramallah, Nablus and Jenin) for
Palestinian movement and development.

The first chapter provides an overview
of SodaStream’s business structure, the
history of the establishment of the plant
in the illegal industrial park of Mishor
Edomim and exploresits corporate activity
there. The second chapter explores the
working conditions of the Palestinian
workers in the SodaStream factory in
Mishor Edomim.

The story of the confiscation of the land
on which the industrial park of Mishor
Edomim is located is discussed in chapter
three. The last chapter discusses the issues
of EU Customs, mislabeling and possible
consumer fraud.
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. SodaStreom ot a Glance

B Full Name: SodaStream Interna-
tional (formerly known as Soda Club
Holdings)

B Major Shareholders: Fortissimo
Capital Fund GP (31.7%) and Real Prop-
erty Investment (18.7%)

B Traded on: NASDAQ

B Symbol: SODA

B Key persons:
Yuval Cohen, chairman and a major
shareholder
Conrad Morris, a major shareholder
Daniel Birnbaum, CEO

B Revenuesin 2009: 142,842,000 USD

B Export Markets: South Africa, Can-
ada, United States, New Zealand, Aus-
tralia, Austria, Belgium, Czech Republic,
Denmark, Estonia, Finland, France,
Germany, Hungary, Italy, Malta, Latvia,
Lithuania, Norway, Portugal, Ireland, Ro-
mania, Russia, Slovakia, Slovenia, Spain,
Sweden, Switzerland, the Netherlands,

the United Kingdom, Mexico, the Philip-
pines, South Korea and Taiwan.

B Major Subsidiaries: Soda Club En-
terprises N.V. (the Netherlands Antilles),
Soda Club International BV (the Neth-
erlands), Soda Club Worldwide B.V. (the
Netherlands), Soda Club GmbH (Germa-
ny) and SodaStream Industries (Israel).

B Brands and Trademarks: SodaS-
tream, Soda Club, AlcoJet, Sprudelino,
Aquabar, Gazoz, Aquafizz, Aquabubbler,
Penguin, Sodamaker, Fountain Jet, and
Edition1. SodaStream, through its sub-
sidiary'Soda Pop, is the sole distributor
of Brita (water filtering jugs) in Israel.

B Major Importer and Distributors:
In.Germany, Brita imports and markets
products of SodaStream. In Sweden,
Denmark, Norway, Finland, Estonia, Lat-
via.and Lithuania, SodaStream:is distrib-
uted by Empire. In Ireland SodaStream
is distributed by JDM Products, and in
Romania by Blue Nest Trade.

A Case Study for Corporate Activity in Israeli Settlements



Address:
Israeli Main Office:
Kiryat Sde Hate'ufa
Airport City |.Z.
Gilbo'a, Lod 70151
POB 280
Ben Gurion Airport 70151
Tel: 972-3-9762323

Mishor Edomim Plant:
50 Ha'ugda St.

POB 77

Mishor Edomim |.Z. 98510
Tel: 972-2-5900421

Netherlands Office:
Minervum 7334
4817 ZD Breda

The Netherlands
Tel: 31-76-5444222

Website: www.sodaclub.com

A Case Study for Corporate Activity in Israeli Settlements
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2. Profile of SodaStream

SodaStream is a manufacturer of home
beverage carbonating devices. Its main
manufacturing facility is located in the
industrial park of Mishor Edomim, an ille-
gal settlement in the Israel-occupied West
Bank. In addition to carbonating devices,
the company develops, manufactures
and sells carbon-dioxide (CO,) cylinders,
carbonation bottles and flavor syrups.
The company is also the Israeli distributor

of Brita (water filtering jugs).

The factory of SodaStream in the industrial park of
Mishor Edomim. Photo: Esti Tsal, Who Profits.

History of the Company

SodaStream was founded in 1991 by Peter
Wiseburgh, a British-born Zionist entre-
preneur and an antique cars aficionado,
under the name Soda Club. Between 1978
and 1991 Wiseburgh was the exclusive

® For the history of SodaStream see: “Get busy with Israeli
fizzy", Leslie Bunder, Something Israeli, 2006 (www.some-
thingisraeli.com/articles/60_get_busy_with_israel.htm) and

SodaStream’s website: www.sodastream.com/companymile-
stones, accessed on December 12, 2010.

Israeli distributor of the original British
SodaStream devices, invented in the UK
in 1903. A year after Wiseburgh founded
Soda Club, the Israeli competitor to the
British SodaStream, he began to market
the products internationally as well, and
between 1992 and 1995, overseas mar-
keting reached South Africa, Switzerland,
Austria, and Germany.’

In 1996 Soda Club established its main
production plant in the industrial park of
Mishor Edomim, which is an Israeli settle-
ment in the occupied West Bank, east of
Jerusalem. In 1998 the company acquired
the British SodaStream company. Since
then the company has continued to ex-
pand its activities in the Netherlands, New
Zealand, the United Kingdom, the United
States, South Korea and other markets
(see “SodaStream at a Glance” for a com-
plete list).°

Following a financial crisis, the Israeli-
based Fortissimo Capital Fund took over
SodaStream in 2007 and became its main
owner. It is interesting to note that the
portfolio of Fortissimo includes another

© Company website (see: tinyurl.com/34emfjz, in Hebrew) Ac-
cessed in November 9, 2010, and “An old and dusty industrial
firm has become the new star of NASDAQ’, Sarit Menham,The
Marker, November 5, 2010, see: tinyurl.com/32fhseg (in He-
brew, translation by authors).
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company involved in the occupation, Em-
blaze, the parent company of Matrix, one
of the biggest IT groups in Israel.” Matrix
operates a center in the Modi'in lllit set-
tlement, for software development and
quality assurance.®

A year after the Fortissimo takeover, So-
daStream began a process of re-branding
itself in accordance with marketing trends
and to accommodate itself to the health
food trend and to ecologically responsi-
ble consumerism. It designed a new logo
and launched a new line of devices, with
an updated look and new “natural” syrups.

The Company Today

SodaStream today sells its products in
39 countries. Over the past decade it has
sold 8 million carbonating devices. The
products are sold at more than 35,000
stores worldwide, including by retailers
like Macy’s, Bed Bath and Beyond, Bloom-
ingdale’s, Sears, Kmart, Coop, Carrefour,
Gal and Gal, Edeka, and Migros. The sale
of the carbonation devices doubled in the
first half of 2010, in comparison with the
same period the previous year. In 2009
SodaStream bought out one of its biggest

7 Fortissimo is the major shareholder of Emblaze, holding 16.08%
of Emblaze shares.

8 See the website of Who Profits for more information on the

involvement of Emblaze (whoprofits.org/Company%20Info.
php?id=623) and Matrix (whoprofits.org/Company%20Info.
php?id=633) in the occupation.

competitors, the German Wassermaxx.
68% of company sales are in Europe. The
SodaStream devices are especially popu-
lar in Sweden; it is estimated that one of
every five Swedish households owns a So-
daStream device.

As part of its growth strategy, SodaStream
has registered on NASDAQ. Since Novem-
ber 8, 2010, the company has been traded
under the symbol SODA. The initial public
offering was very successful for SodaS-

tream - after surplus demands, the com-

Manufactured in the settlement of Mishor Edomim
and sold in U.S. retail shops: Products of SodaStream
in the store of Bed Bath & beyond in San Fransisco. The
picture was taken on January 3, 2011.

pany increased the number of stocks that
were offered to the public and raised a to-
tal sum of 109 million USD.

2 “Yuval Cohen Takes Soda Club to NASDAQ * Calcalist, Feb-
ruary 9, 2010. Information about retailers is based upon the
SodaStream costumer service , November 9, 2010, and So-
daStream’s Registration Statement to the US Securities and
Exchange Commission (SEC), October 19, 2010. The full state-
ment can be found here: http://www.sec.gov/Archives/edgar/
data/1502916/000114420410054318/v198147_jp-f1.htm#tPSS.
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In its report to NASDAQ on October 19,
2010, SodaStream disclosed its business
strategy for the upcoming years. The
company’s plan is primarily based on ex-
panding its market in the U.S., which So-
daStream believes “can become one of
our largest markets within a number of
years”'® Another part of the plan is to fo-
cus efforts and resources to expand the
base of active users, particularly in Ger-
many, France and Italy."

SodaStream is currently controlled by two
major companies which are registered in
offshore tax havens. The majority of shares
(31.7%) is held by Fortissimo Capital Fund

GP, a Cayman Island limited partnership,
which is controlled by an Israeli, Mr. Yuval
Cohen. Another 18.7% of the shares are
held by Real Property Investment, a Liberi-
an company, whose shares are held by the
British tycoon, Mr. Conrad Morris, through
a trust company in Gibraltar."

The entire activity of SodaStream is incor-
porated under the Israeli company SodaS-
tream International. The operational ac-
tivities of the company and its subsidiaries
are managed by Soda Club International
B.V., a fully owned Dutch subsidiary, held
by SodaStream through Soda Club Inter-
national B.V.

'® SodaStream’s Registration Statement to the SEC, page 43.

" SodaStream’s Registration Statement to the SEC, page 43.

12 SodaStream’s Registration Statement to the SEC, page 101,
footnotes number 1 and 2.
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The Structure of SodaStream
Major subsideries:

SodaStream

International
Registered in Israel

100%

Soda-Club
Enterprise N.V

Registered in the
Netherlands

100%

Soda-Club
International N.V

Registered in the
Netherlands

In charge of the group’s
operational activities

SodaStream Soda-Club
Industries GmbH

(formaly Soda-Club)

Registered in Israel Registered in Germany

In charge of the production in Makes part of the gas refilling
Mishor Edomim and Ashkelon of the (0, cylinders

A Case Study for Corporate Activity in Israeli Settlements 14



Additional full subsidiaries of the company, for marketing,
services and logistics*:

Sodapop Ltd.

Soda-Club Distribution SA

Soda-Club Osterreich GmbH

Soda-Club Australia PTY Ltd.

SodaStream (New Zealand) Ltd.
Soda-Club (SA) (Pty) Ltd.

Soda-Club USA, Inc.

Soda-Club CO2 Ltd.

Soda-Club (Europe) Limited

Soda-Club Switzerland GmbH

Soda-Club (CO2) SA/AG/Ltd.

SodaStream (CO2) SA/AG/Ltd.

Soda-Club (CO2) Atlantic GmbH
Soda-Club Z.0.0 Oddziel w polsce Branch
Soda-Club Worldwide Trading Company Branch
Soda-Club Worldwide BV (Sweden) Branch
Soda-Club Worldwide BV (France) Branch
Soda-Club Worldwide BV (Greece) Branch

* A full list of SodaStream’s subsidiaries can be found on annex number 1, page 31.

Most of the products are manufactured
by the Israeli subsidiary of SodaStream
International, SodaStream Industries (for-
merly Soda Club), in Mishor Edomim and
in Ashkelon. In Ashkelon, only syrups are
produced. Part of the gas refilling is made
by another subsidiary of SodaStream In-
ternational, Soda Club GmbH, in a Ger-

3 This facility in Germany is used for sales and marketing ac-
tivities as well as refilling. Additional gas refilling takes place

man facility.’* Marketing and service are
carried out by third party distributors and
wholly-owned subsidiaries located in vari-
ous countries. These subsidiaries primarily
purchase the goods directly from other
companies of the group, for marketing in
their specific geographic areas.

in Australia, Israel, New Zealand, South Africa, Sweden and
the United States.
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The European commercial and logistics
center is managed from Breda, the Neth-
erlands. The company operates a refilling
center, office and warehouse in Limburg,
Germany. The company has marketing
and sales subsidiary offices in Australia,
Germany, Israel, the Netherlands, South
Africa, Switzerland, the United Kingdom
and the United States. In Germany, Brita
imports and markets products of SodaS-
tream, and Soda Pop, a fully-owned sub-
sidiary of SodaStream, which is the sole
distributer of Brita in Israel. In Ireland So-
daStream is distributed by JDM Products,
and in Romania by Blue Nest Trade.

The main offices, logistic center and a
warehouse belonging to the company
are located in Lod, Israel, in the Airport
City Business Park, near the international
airport of Israel. For a full overview of So-
daStream’s corporate structure see Annex
number 1.

Moving to a West Bank
Settlement

In 1996, SodaStream, then Soda Club,
made a strategic decision to embark on
the independent manufacturing of soda
makers. It then opened its first plant. The
location chosen was Mishor Edomim, the
industrial park of Ma'aleh Edomim, an il-

““A Bubbles Company’, Batia Feldman, Globes, March 5,

2000. The article can be found here: www.globes.co.il/news/

legal settlement east of Jerusalem. The
SodaStream site includes a metal factory,
a plastic and bottle-blowing factory, a
machining factory, an assembly factory, a
cylinder manufacturing facility, a CO, re-
fill line and a cylinder retest facility. This
164,000 square foot facility in Mishor Edo-
mim is also used as a warehouse and as of-
fices.

In an interview for Globes magazine giv-
en in March 2000, Peter Wiseburgh, the
founder of the company, explained that he
chose to build the factory in Mishor Edo-
mim because of the low real estate prices
and lax bureaucratic regulations he found
there. “I looked everywhere,” he said, “but
anywhere | looked the bureaucracy was
cumbersome. When | got here, the space
[formerly occupied by the Israel military
industry] was deserted and full of pigeons.
So | just turned around and walked away.
A week later, the Jerusalem Economic
[which leases the industrial zone from the
Israeli Civil Administration] offered to give
me the site for free for the first six months,
and then for forty-four thousand shekels
rent per month and also offered one hun-
dred thousand dollars in cash for the cost
of renovating the place. | rented 13,000
square meters, and it was a good deal. Not
a political act”"

article.aspx?did=192594 (in Hebrew, translation by authors).

A Case Study for Corporate Activity in Israeli Settlements
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The registration statement by the
company, which was filed to the
American Securities and Exchange

Commission (SEC), as part of the process
of registering the company on NASDAQ,
gives the public a rare glimpse into the
internal considerations of a settlement
producer, weighing consumer boycotts
and possible negative publicity, against
the economic benefits of having a factory
Legend

— The Green Line

s Ma'aleh Adumim
municipal borders

West Bank

Ma'aleh
Adumim

J The Dead Se3

Regional context: the SodaStream factory is located at the Mishor Edomim

Industrial Park, in the occupied West Bank. Map: Shai Efrati.

in a settlement. On the one hand, the
statement lists boycott campaigns as a
significant “risk factor”. The location of
the factory on occupied land is described
as causing “rising political tensions and
negative publicity,” and the company
adds that it “may negatively impact
demand for our products or require us to
relocate our manufacturing activities to
other locations.” Another “risk factor” that
the statement mentions is
the new legislation by the
Palestinian Authority, which
may prohibit Palestinians
from working for Israeli
companies located in the
West Bank."> On the other
hand, SodaStream declares
that moving its factory out
of the settlement would
the
resources

require expenditure

of and, more
importantly, “limit certain of
the tax benefits for which we
are currently eligible.” These
benefits stem from the fact
that, as aforementioned, the
Israeli government provides
economic incentives,
including tax deductions,
for businesses operating in

West Bank settlements.'®

1> SodaStream’s Registration Statement to the SEC, page 24.

16 |bid.
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3. Labor: The Status of Palestinian
Workers im SodaStream

Palestinian Workers in the
Israeli Industrial Parks

in the West Bank

The Israeli occupation of the Palestinian
territory conquered in the 1967 war has
become an issue not only of land but of
labor, too. Israeli employers see Palestin-
ian workers as cheap labor to whom they
do not have to provide the full set of work-
ers’rights and legally required conditions.
Due to the difficult economic situation and
the high percent of unemployment in the
occupied Palestinian territory (oPt), many
Palestinians are forced to earn their living
in the settlements, despite the fact that
by doing so they support the settlement
economy.'” It is important to highlight
that the Palestinian residents of the West
Bank who work in settlements suffer not
only from potentially exploitative employ-
ment conditions, but also from the fact
that they are occupied subjects and thus
they do not enjoy civil rights, and depend
on their employers for work permits.’® The
main criterion for receiving such a permit

17 For more information on unemployment in the occupied
Palestinian territory see the World Bank report: “Towards a
Palestinian State: Reforms for Fiscal Strengthening’, April 13,
2010, tinyurl.com/3a5br34.

18 “Multi-Culturalism at the Soda Club Factory’, Salwa Alinat,
Kav LaOved, May 02, 2009. www.kavlaoved.org.il/media-
view_eng.asp?id=2262.

is a ‘security clearance; which attests that
the worker’s personal record in the Israeli
security forces records is clear of any ac-
tion or pronouncement which is defined
as endangering Israel’s security. Ironically,
involvement in a labor disagreement with
an employer is also defined as a security
risk.' Thus, workers jeopardize their work
permit if they demand anything of their
employers. By losing this permit, work-
ers do not only lose their current employ-
ment; they also lose the ability to work in
settlements in the future. Therefore, fear
of losing the work permit most often over-
rides the workers’ desire to demand their
rights. Consequently, it is very rare for Pal-
estinian workers to demand their legal
employment rights.?

Palestinian Workers at the
SodaStream Factory

Most of the Palestinian workers in the So-
daStream factory in Mishor Edomim come
from the Palestinian villages and cities

9 “Palestinian Workers in Israeli West Bank Settlements —
2009" Salwa Alinat, Kav LaOved, March 13, 2010. See: www.
kavlaoved.org.il/media-view_eng.asp?id=2764.

20 “palestinian Workers in Israeli West Bank Settlements —
2009" Kav LaOved.
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which are adjacent to the Ma'aleh Ad-
umim settlement: Azaria, Abu Dis, Hazma,
and Jericho.?' According to reports from
three consecutive years (2008 to 2010) of

Kav LaOved (an NGO committed to pro-

A view into factory ground of the SodaStream factory in Mishor Edomim.

Photo: Esti Tsal, Who Profits.

tecting the rights of disadvantaged work-
ers employed by Israeli companies), the
workers in the SodaStream factory suffer
from harsh working conditions. This is par-
ticularly true for the Palestinian workers.
During the last few years, there have been
several occasions on which workers com-
plained about low wages and poor work-

ing conditions, and about ‘revolving door
employment policies. A Palestinian work-

21“Multi-Culturalism”, Kav LaOved.

2 “Employees at Soda Club Fired Without Wages’, Salwa Ali-
nat, Kav LaOved, April 27, 2010. www.kavlaoved.org.il/media-
view_eng.asp?id=2797

er, Salim, who was hired in 2008, states in
a report to Kav LaOved (April 2010): “I've
been working for almost two years, and
every few months there’s a problem: work-
ers are let go, and new ones brought in. We
work hard to stay at the factory,
but we feel insecure. There are
rumors they’ll be hiring work-
ers to replace those fired."”
In April 2008, and following
several unheeded appeals to
the contractor to increase the
workers’ salaries, the Palestin-
ian workers decided to hold a
protest at the factory, hoping
to improve their work condi-
tions, including their wages,
which were far below the mini-
mum wage.”® Salwa Elinat, a
coordinator for Kav LaOved
stated at the time, after meet-
ing with workers from the factory: “The
Palestinian workers say that they are be-
ing discriminated against, they don't even
earn half of the minimum wage and the
work conditions are terrible. If they de-
mand their rights they will be fired. It is
like this in many factories in this area but
Soda Club’s factory is one of the worst”
According to Israeli law, based on a 2007
Supreme Court ruling, Palestinians work-

2 “Multi-Culturalism”, Kav LaOved.

2\Nachtmeister Under Fire”, Daniel Ohman, Ekot October 31,
2008.
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ers from the West Bank are entitled to the
same rights enjoyed by Israeli workers.
This ruling was a result of a 14-year strug-
gle led by Kav LaOved in the Israeli Labor
Court.”

According to Kav LaOved, “The length of
the struggle and the persistent resistance
of the State of Israel to the application of
Israeli labor laws in the settlements re-
flected the State’s preference to maintain
low labor costs in the settlements. A cheap
and available workforce was an incentive
for Israelis and foreigners to invest in the
settlements.”?® At that time, and in reac-
tion to the protest, 17 Palestinian workers
were fired, and then were rehired with bet-
ter conditions, only following the publica-
tion of the story in the Swedish press and
the intervention of Kav LaOved.”’ How-
ever, according to Kav LaOved'’s report of
March 2010, Palestinian workers continue
to be“at the bottom of the hierarchy in the
factory and remain fearful of dismissal”.?®

In March 2010, the Palestinian workers
were fired again, allegedly because SodaS-
tream wanted to hire them directlyand not
through a subcontractor. The workers told

Kav LaOved that Sol Pearl Ltd., the Israeli
subcontractor which employed the Pales-
tinian workers, demanded 6,000 shekels
(approx. 1,250 Euros) from each worker for
their ‘release’ from their contract. Sol Pearl
denied these claims. However, on April
16, 140 Palestinian workers who were em-
ployed by SodaStream through Pearl Sol
were fired and were not paid their March
salaries. When the workers, relying on the
promises of Sol Pearl, returned to the fac-
tory to collect their salaries, SodaStream
called the security personnel of the settle-
ment, asking them to expel the workers
from the factory and to keep them off the
premises of the industrial zone.?

Only after Kav LaOved intervened were
the workers paid their salaries, and SodaS-
tream promised to rehire the dismissed
workers who were employed via Sol
Pearl*® However, although SodaStream
did rehire the workers, it did not hire the
two workers who led the struggle and
were the contact people for Kav LaOved.®'
Since then, Kav LaOved has not been able
to obtain any information concerning
the working conditions of the Palestinian
workers at SodaStream.*?

% Decision of the Israeli High Court of Justice, 5666/03, October
10, 2007. The decision can be found here: http://law.haifa.ac.il/la-
watch/lawatch_files/2007labor566603.htm (in Hebrew).

26 “Palestinian Workers in Israeli West Bank Settlements — 2009",
Kav LaOved.

27"Multi-Culturalism” Kav LaOved. 2 |bid.

2“Employees at Soda Club”. *bid.

31“Soda Club: The Never Ending Story’, Kav LaOved 3/6/2010. See:

www.kavlaoved.org.il/media-view.asp?id=2826 (in Hebrew).

32 Personal communication with coordinator of Palestinian Work-
ers Project of Kav LaOved.
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. LANAd: Lond expropriation Creates Cheap

Lond for Israeli industries im Mishor Edomim

SodaStream is located in the Mishor Edo-
mim Industrial Park, which is one of 17 in-
dustrial parks Israel has established in the
occupied Palestinian territory. The indus-
trial parks in the oPt were developed to
serve illegal settlements as places of em-
ployment and sources of revenue. They
also serve the major Israeli urban centers,
by providing the benefits of nearby indus-
trial production, without the downsides
of heavy industrial activity in the urban
area. These parks were established to ex-
plicitly serve the settlements, the Israeli
economy as a whole and to strengthen
Israeli control of the oPt.

The Mishor Edomim Industrial Park con-
stitutes a permanent infrastructure, which
serves the settlement of Ma'aleh Adumim
and the Jerusalem area, as well as Israeli
businesses and workers. This is despite
international law, which prohibits the oc-
cupying power from constructing perma-
nent infrastructure in occupied territory,
unless it is for military use or serves the
interests of the occupied population.

33 The history of the founding of Mishor Edomim and Ma‘aleh
Adumim is described in a comprehensive and insightful re-

port of the human rights organizations, B'tselem and Bim-
kom:“The Hidden Agenda: The Establishment and Expansion

The history of the establishment of Mishor
Edomim suggests that the intention of
the Israeli government from the very start
was to create an industrial park for the
development of Jerusalem. The Mishor
Edomim Industrial Park was established
in 1974, following a decision by an inter-
ministerial committee convened by the
government and headed by the Attorney
General. The committee’s mandate was to
locate land set up a new industrial park
for Jerusalem. The committee reviewed
a number of alternatives in the Jerusa-
lem area, some within the Green Line (in
Israel), and some on occupied land in
the West Bank.1 The committee’s final
recommendation was in favor of Mishor
Edomim, in the West Bank. On November
23, 1974, the government adopted the
recommendation to establish the Mishor
Edomim Industrial Park.

Section B of the government decision
states as follows:

Development of Mishor Edomim as an in-
dustrial park for Jerusalem:

Plans of Ma'aleh Adumim and their Human Rights Ramifica-
tion” by Nir Shalev, December 2009. The report can be found

here:  eng.bimkom.org/_Uploads/27THEHIDDENAGENDA.
pdf.
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1. The Mishor Edomim area will be devel-
oped as an industrial park for Jerusalem(...)

2. The planning will consider the urban and
industrial development needs of the city of
Jerusalem in coordination with the Jerusa-
lem municipality.

3. The legal aspects of land reclamation for
the project will be arranged by the military

administration according to the Attorney
General’s instructions.**

Therefore, from the start, the Israeli gov-
ernment designated this area, which is
within the occupied territory, for the de-
velopment needs of Jerusalem, in a way
that does not conform with international
law and without regard for the needs of
the local population and original land

s e—

A view of the Mishor Edomim Industrial Park and the Ma’aleh Adumim settlement. The creation of Mishor
Edomim played a central role in the establishment of Ma'aleh Adumim, which today ranks third in popula-
tion of all Jewish settlements in the West Bank. Photo: Esti Tsal, Who Profits.

34 Government decision number 159, “The development of
Jerusalem’, November 23, 1974.
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owners. Furthermore, the industrial park
of Mishor Edomim was built with the ex-
plicit plan of bringing about the establish-
ment and development of the settlement
of Ma'aleh Adumim. The inter-ministerial
committee located an area of land span-
ning 4,500 dunams (ca. 1,100 hectares) for
the industrial park. However, the ministe-
rial committee, which was set up by the
government to execute the plan, instead,
decided on expropriating an area almost
seven times larger (30,000 dunams or ca.
7,500 hectares). The government deci-
sion, which referred to the construction
of an industrial park at Mishor Edomim,
also allowed for the construction of ac-
commodation “for workers whose work
is in the area”. Following that, a “workers’
compound” was erected in the winter of
1975. Later that year, this compound was
declared the settlement of Ma'aleh Ad-
umim. This was among the largest land ex-
propriations in the history of the occupa-
tion, spanning a vast area from Jerusalem
to the city of Jericho.*®

Thus, the creation of the Mishor Edomim
Industrial Park played a central role in the
establishment and development of the
Ma'aleh Adumim settlement, which today
occupies the largest land area of all Israeli
3 “The Hidden Agenda’, B'tselem and Bimkom, and “On The

Way To Annexation: Human Rights Violations Resulting from
the Establishment and Expansion of the Ma'aleh Adumim

Settlement’, B’teselmt, 1999, www.btselem.org/Down-
load/199907_On_The_Way_To_Annexation_Eng.doc.

settlements and, with its 35,000 residents,
ranks third in population. Because of its
scale, its location and the difficulties asso-
ciated with relocating such a large and es-
tablished population, Ma'aleh Adumim is,
today, considered to be a major obstacle
to any future peace agreement.

The land expropriated for Mishor Edo-
mim and Ma‘'aleh Adumim originally be-
longed to the Palestinian towns of Abu
Dis, Azarya, A-Tur, Issauya, Han El Akhmar,
Anata and Nebbi Mussa. Israel used two
methods to take over the land. The first
is known as the Survey Procedure, which
Israel uses to convert private Palestinian
land to “State Land” (or government prop-
erty). This method is based on a manipu-
lative interpretation of the Ottoman Land
Law of 1855, which often leaves Palestin-
ians whose land is converted as such with
no plausible legal recourse to protect their
ownership of the land.®

Other parts of Mishor Edomim are also
located on private Palestinian land. Israel
assumed control over these lands using a
procedure called Expropriation for Public
Purposes. It allows the occupying power
to expropriate land to serve the local pop-
ulation. This expropriation evidently was
36 For an explanation of the land expropriation procedure see
“By Hook and by Crook: Israeli Settlement Policy in the West
Bank’, Chapter 3, B'tselem, July 2010.The report can be found

here: www.btselem.org/Download/201007_By_Hook_and_
by_Crook_Eng.pdf.
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not used to serve the local population,
which not only renders it illegal according
to international law, but also according to
Israeli military law. This is considered the
largest single expropriation in the history
of the Israeli occupation.

Expropriation of land has made an abun-
dance of land available at attractively low
lease prices in the industrial park. This,
with other government benefits, attracted
companies such as SodaStream to relo-
cate there, as it did in 1996.

Legend

The area of jurisdiction of the
Ma'aleh Adumim settlement

Land confiscated through
Expropriation for Public

An aerial photograph of the Mishor Edomim Industrial Park and the settlements of Ma‘aleh Adumim, Kefar

Adumim and Anathot. Source: Dror Etkes
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S, Trade: exporting Settlement Products
to europe - Customs ond Mislabeling

The Framework of Export from
Israel to the EU

In June 2000, the EU-Israel Association
Agreement came into force. The agree-
ment defined Israeli goods as exempt from
customs fees. The West Bank, East Jerusa-
lem, Gaza and the Golan Heights are not
recognized as part of Israel by EU member
states. However, de facto, Israel applied
the agreement to the occupied territory as
well, creating a fierce dispute between Is-
rael and the EU. This dispute was resolved
in August 2004, when Israel agreed that
Israeli goods would be marked with their
place of origin so that the customs author-
ities of the EU member states could dis-
tinguish between products from the set-
tlements and products from inside Israel
proper. In practice, an unknown amount
of goods produced in settlements are still
exported as Israeli products.’’

Settlement Products are not Part
of the Preferential Trade Agree-
ment

On February 25, 2010, the European Court
of Justice in Luxembourg ruled that goods
produced in settlements in the occupied

37 Personal communication with the Fact Finding Mission of

the EU Custom’s Authority, July 16, 2009.

West Bank must not be considered as
made in Israel.

The decision stated: Products obtained in
locations which have been placed under Is-
raeli administration since 1967 do not quali-
fy for the preferential treatment provided for
under that agreement [...] Products origi-
nating in the West Bank do not fall within
the territorial scope of the EC-Israel Agree-
ment and do not therefore qualify for pref-
erential treatment under that agreement.®

The decision was made following a disa-
greement between the German distrib-
uter of SodaStream, Brita, and Hamburg’s
port customs office. Brita, which imported
SodaStream products manufactured in
Mishor Edomim, reported to the customs
authorities that the source of the goods
was lsrael, in order to avoid paying cus-
toms. The German authorities suspected
that the source of the goods was a settle-
ment, and asked the Israeli Customs Au-
thority to validate that the soda devices
were not made in the West Bank or Gaza.
The Israeli Customs Authority replied that
the source of the goods is in a region un-

3% The full text of the decision can be found here: tinyurl.
com/yzuocc3
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der its responsibility, but did not declare
that the goods were not produced in the
territories.

As a result, the customs authorities of
Hamburg imposed import tariffs on the
goods, claiming that it is impossible to rule
out production in the West Bank or Gaza.
Brita contested the decision to the Court
for financial affairs in Hamburg (Finanzger-
icht Hamburg), which referred the case to
the European Court of Justice. The Court
of Justice’s ruling backed the customs au-
thorities of Hamburg, in line with overall
EU policy.

The ruling of the European Court of Justice
has considerable implications, politically
as well as economically. It was a further
blow to Israel’s settlement policy in gen-
eral, and to SodaStream in particular. The
ruling also serves as precedent for other
products which are produced by compa-
nies in Israeli settlements in the occupied
territories. With its ruling, the court has
taken a clear stance, stating that the occu-
pied territories should not be seen as part
of the State of Israel.

It is interesting to note that SodaStream
did not provide a disclosure about the
ruling against it in the European Court of
Justice in its report to the U.S. Securities

and Exchange Commission on October 19,
2010.

Mislabeling and Consumer
Fraud

Mislabeling of settlement products has
another aspect; it raises the issue of con-
sumer fraud. A settlement product cannot
be considered to be a product of Israel; if
these products are sold under the Made
in Israel label it raises suspicions that this
information misleads consumers. The defi-
nition of consumer fraud varies from coun-
try to country. The prohibition against
consumer fraud is generally perceived as
part of the consumers’ right to know the
basic facts about the product they are pur-
chasing, a right which has been enshrined
in consumer protection laws. The place of
production is part of this basic informa-
tion.

For many years SodaStream was a private
company, and thus information about the
location of its production facilities was in-
complete. That changed in October 2010,
when the company went public on NAS-
DAQ and was obligated to disclose ex-
tensive details about its operations. In its
report to the SEC on October 19, 2010,
under the section “Manufacturing and
Production”, SodaStream explains where
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each of its products is produced. For the
manufacturing of the carbonation devices
SodaStream indicates only one produc-
tion facility: the factory in Mishor Edomim.
This factory is used for metal works, plastic
and bottle blowing, machining, assembly,
cylinder manufacturing, CO, refill and cyl-
inder retest. The syrups are manufactured
in the Ashkelon factory (within the Green
Line). “Certain components” of the prod-
ucts are outsourced to two subcontractors
in China. The CO, cylinders are refilled in
facilities in Australia, Germany, Israel, New
Zealand, South Africa, Sweden and the
United States.

To explore the issue of mislabeling and po-
tential consumer fraud, we initially chose
to look at labels on the carbonation devic-
es, because, according to the company’s
own statement, the entire production of
these products takes place in the Mishor
Edomim Industrial Park in the occupied
Palestinian Territories.

The following are a few examples of pack-
ages of SodaStream devices from retail
shops in European countries:

B A package on display at Coop City de-
partment store in Bern, Switzerland is sold
under the label Made in Israel. As seen in
photo number 1, the address reads:“Gilboa
Street, Airport City, Ben Gurion Airport”.

3 www.airport-city.co.il/en/logistic.php?office_id=10, accessed

on December 1st, 2010.

Airport City is a business center next to
the Ben Gurion Airport. The device could
not be manufactured there as SodaStream
runs no factory in Airport City, but only
offices and a warehouse, as stated by So-
daStream itself in its October report to the
Securities and Exchange Commission and,
also, as evident from pictures of the com-
pany’s facility published on the Airport
City website.®

Schweiz /
m": Suisse /

Soda-Club
Distribution SA

1800 Vevey

Infoline: 0800 800 812
www.sodaclub.ch

'| 4817 ZD Breda

Cedex 3 1'!15533311! Pays-

40 49 64 25| Te 022353 NL
Tel: 0800- 7480?:815 '
Www.sodaciub.nl
www.sodaclub.be

e

Hergestellt in Israel durch:
Fabriqué en Isragl par-

|

i

Gefabriceerd in Israel:
Prodotta in Israele:
Soda-Club Limited, Gilboa
Street, Airport City
Ben-Gurion Anpon. T0100

Photo no. 1: A package from Switzerland. The ad-
dress reads: “Gilboa Street, Airport City", although
SodaStream has no factory in Airport City but only
offices and a warehouse.

B On January 4, 2011, new pictures of
two packages of the carbonation device
were taken at a Coop City store in Bern,
Switzerland. Again, the packages bore the
label Made in Israel, using the address of
SodaStream offices in Airport City. See
photo number 2.

A Case Study for Corporate Activity in Israeli Settlements 27


http://www.airport-city.co.il/en/logistic.php?office_id=10

enelux Schweiz / Suisse /
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v 7336 Soda-Club
Tl Distribution SA

Photo no. 2: A package of the carbonation device
which were sold in January 2011 at a Coop store
in Bern, Switzerland. This package was sold un-
der the label Made in Israel, using the address of
SodaStream’s offices in Airport City.

B Photo number 3 was taken on the
same date in a Manor department store
in Bern, Switzerland. In this case the print
on the package reads “Made in Israel’,
however, a small sticker placed on it reads
“Made in Mishor’, although “Mishor” is not
a known country or city.

Gefabriceerd in

Produced by:

SodaStream Industries Lid.

Gilboa Street, Airport City, Ben-Gurion
{ Airport 70100

4012223880-05/10

NDER LICENSE

Photo no. 3: A package from a Manor depart-
ment store in Bern, Switzerland. The label reads:
“Made in Israel” and the sticker on the labels
reads: “Made in Mishor”.

B Photo number 4 shows the package
of a carbonation device sold at a Carre-
four shop, Hérouville Saint Clair, Calvados,
France, on December 17, 2010. The label
on the package reads Made in China, al-
though in the company’s statement there
is no mention of device production in Chi-
na, but only of “certain components”.

;m.:-._rf =t = f3

e e
[ Made in ‘Chisa B f -|- iCartsay
Hergeatedli iz Chid i gikendiarid
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Photo no. 4: The label of a package of a carbona-
tion device sold in France. The label reads: “Made
in China.”

Credit: Association France Palestine Solidarité du
Calvados (AFPS-14)

We later decided to look at other prod-
ucts sold under the label Made in Israel.
A package of a SodaStream bottle for use
with the carbonation device was bought
on November 16, 2010, at Super de Boer
in Utrecht, the Netherlands. See photo
number 5. Here again, the product is sold
under the Made in Israel label. The address
on the package is that of company offices
in Airport City.

However, SodaStream has only one facto-

ry that produces bottles in Israel and the
occupied Palestinian territory — the fac-
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Deutschland

Soda-Chub GmbH

Hohonstraie 2. 85549 Limburg
Sarvice-Hotfine: 0800-1-831066
www. sodaciub, de

Al

Photo no. 5: The package of a SodaStream bot-
tle. The label reads Made in Israel and the ad-
dress on the package is that of company offices
in Airport City. However, SodaStream has only
one bottle factory in Israel and the occupied
Palestinian territory — the factory in Mishor Edo-
mim, which is not mentioned on the package.

France OPM FRANCE,

33 tue du Bois Briand. B.P, 61635,
44316 Nantes Codex 3

Tél: 02 40 49 B4 25

wwnw sodaciub, fr

tory in Mishor Edomim, which is not men-
tioned on the package.

Theissue of labeling became a hot topic as
pressure from the growing global Boycott,
Divestment and Sanctions (BDS) move-
ment on Israel mounted. This led SodaS-
tream to issue several statements about
the location of its factory.

In Sweden, which is one of SodaStream'’s
main markets, a report published in 2008
by the development organization Diako-

Benslux Sods-Club International BY
Minervum 7334, 4817 ZD Brada
Nedartand / Pays-fas

Tel. 0B00-0223837(NL)

Tel: OBOC-74B07(BE)
www.soadaciub.nl / www sogaclu.be

[
Soda-Club Osterreich GmbH
(Z NO-50d, Strale 7 Ulul‘ll 58,

Schweiz / Suisse / Svixmrs
Soda-Club Distribution 5A
1800 Vovey

Intoline: DBOD 800 812
www.sodaclub. ch

Hergesteill in laraed durch
Fabriqua en israel par
Gefabriceerd in Israbl
Prodotta in lsrasle

Emlmnﬂn D i‘o:ﬂmi-
A2 :

Soda-Club Limited, Giiboa Street
Alrport City, Ben-Gurion Aliport 70100

nia on another company located in a set-
tlement (Assa Abloy’s Mul-T-Lock), turned
the media’s attention to SodaStream as
well. As a result, Empire, which sells the
devices in Sweden, said it was not aware
that the factory was located in a settle-
ment, and added that it had informed
SodaStream that Empire did not want the
factory to stay there. Mr. Daniel Birnbaum,
CEO of SodaStream, was asked for com-
ments by the National Swedish Radio. He
said SodaStream, “will supply the Scan-
dinavian markets with products sourced
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from any of our 7 facilities other than the indicated on the packaging”

Mishor plant”* However, as the informa- For a copy of the letter, see annex no 2.

tion disclosed by the company in their re-
port to the SEC indicates, this statement
cannot be supported by the facts, as de-

scribed at length above.

In addition, in a letter to EU cus-
toms authorities on April 15,
2010, SodaStream confirmed
that its “carbonation machines
are produced at [...] Mishor Ad-
umim Industrial Zone”. But the
letter leaves open the possibili-
ty that the carbonation devices
were not produced in a settle-
ment or in Israel, by adding a

reservation: “unless otherwise

A picture of a label on a box taken in the Mishor Edomim
factory. In the upper right corner the address of the com-
pany reads “Ben Gurion, Airport City". Photo: Esti Tsala

“The National Swedish Radio, Ekot, 31 October 2008. Dia- here: tinyurl.com/3x62cpb.

konia translated the broadcast; this translation can be found
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ANnNnex |

SodaStream’s subsidiaries worldwide

Soda Club Enterprises N.V. Netherlands Antilles 100%
Soda Club International B.V. The Netherlands 100%

Soda Club Worldwide B.V. The Netherlands 100%
SodaStream Industries Ltd. Israel 100%
Soda Club Distribution SA Switzerland 100%
Soda Club Australia PTY Ltd. Australia 100%

SodaStream (New Zealand) Ltd. New Zealand
Soda Club (SA) (Pty) Ltd. South Africa 100%

Soda Club CO2 Ltd. British Virgin Islands 100%
Soda Club Switzerland GmbH Switzerland 100%
SodaStream (CO2) SA/AG/Ltd. Switzerland 100%

Soda Club (CO2) Atlantic GmbH 100%

Soda Club Z.0.0 Oddziel w polsce Branch Poland 100%

Soda Club Worldwide Trading Company United Kingdom
Branch

Soda Club Worldwide BV (Sweden) Branch Sweden 100%
Soda Club Worldwide BV (France) Branch 100%

Soda Club Worldwide BV (Greece) Branch Greece 100%
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A letter from SodaStream to EU customs authorities, sent on April 15, 2010.

sOCastream

your home soda factory

April 15, 2010

To Whorn It May Concern:

We hereby confirm that SodaStream carbonation machines are produced at 50 Haugda Street,
Mishor Adumim Industrial Zone, Ma'aleh Adumim, Israel, 98510 unless otherwise indicated on

the packaging.

Sincerely yours,

M Wolfson
General Counsel

§& www.SodaStream.com

il Strced. Ajrpont City . 120 Box 285 Ben Guorion Airpern HHIH, Beael, Tel + 972 D70 2327, Fax: 972 3 970673

A Case Study for Corporate Activity in Israeli Settlements 32



