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FORWARD-LOOKING STATEMENTS

TH!S ANNUAL REPORT ON FORM 20-F CONTA!NS "FORWARD-LOOKING STATEMENTS," W!THIN THE MEANING OF SECTION 27A OF THE SECURITIES ACT OF 1933, AS 
AMENDED (THE "SECURITIES ACT"), AND SECTION 2IE OF THE SECURITIES EXCHANGE ACT OF !934, AS AMENDED (THE "EXCHANGE ACT"). FORWARD-LOOKING 
STATEMENTS INCLUDE STATEMENTS REGARDING THE INTENT, BELIEF OR CURRENT EXPECTATIONS OF THE COMPANY AND ITS MANAGEMENT ABOUT THE COMPANY'S 
BUSINESS, FINANC!AL COND!TION, RESULTS OF OPERATIONS, RELATIONSHIPS WITH EMPLOYEES, BUSINESS PARTNERS AND OTHER THIRD PART!ES, THE CONDITION OF ITS 
PROPERTIES, LOCAL AND GLOBAL MARKET TERMS AND TRENDS. AND THE LIKE. WORDS SUCH AS "BELIEVE," "EXPECT," "INTEND," "ESTIMATE" AND SIMILAR EXPRESSIONS 
ARE INTENDED TO !DENTIFY FORWARD-LOOKING STATEMENTS BUT ARE NOT THE EXCLUSIVE MEANS OF IDENTIFYING SUCH STATEMENTS. ACTUAL RESULTS MAY DIFFER 
MATERIALLY FROM THOSE PROJECTED, EXPRESSED OR IMPLIED IN THE FORWARD-LOOKING STATEMENTS AS A RESULT OF VARIOUS FACTORS INCLUDING, WITHOUT 
LIMITATION, THE FACTORS SET FORTH BELOW UNDER THE CAPTION "RISK FACTORS." ANY FORWARD-LOOKING STATEMENTS CONTAINED IN TH!S ANNUAL REPORT 
SPEAK ONLY AS OF THE DATE HEREOF, AND WE CAUTION EXISTING AND PROSPECTIVE INVESTORS NOT TO PLACE UNDUE RELIANCE ON SUCH STATEMENTS. SUCH 
FORWARD-LOOKING STATEMENTS DO NOT PURPORT TO BE PREDICTIONS OF FUTURE EVENTS OR CIRCUMSTANCES, AND THEREFORE, THERE CAN BE NO ASSURANCE THAT 
ANY FORWARD-LOOKING STATEMENT CONTAINED HEREIN WILL PROVE TO BE ACCURATE. WE UNDERTAKE NO OBLIGATION TO UPDATE OR REVISE ANY FORWARD-
LOOKING STATEMENTS.

CURRENCY TRANSLATION

$1.00 as of December 31, 20H
0.2617116 

1.2933 
1.5483 

0.004 !5 
0.05015 
0.2984 
0.2898 
0.0188 
187,569

! Czech Republic Koruny (CZK)

1 Great British Pound (GBP) 
! Hungarian Forint (HUF)

I New Israeli Shekel (NIS)

I Crore (10 miHion INR)

! Romanian LEI (RON) 
!Polish Zloty (PLN)
! Indian Rupee (INR)

! Euro
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CONSOLIDATED STATEMENTS OF OPERATIONS IN ACCORDANCE WITH IFRS

FOR THE YEAR ENDED DECEMBER 3!
2011 2011 2010 2009 2008 2007

(S'OOO) (NIS '000)

397,082
- !98,777 .... 62,621

30, !67 !!5,270 !02,895 85,466 524,! 63 2,9!7,6!6

26,386 100,818 40,226 3,423
66,686 254,806 122,462 .
74,993 286,548 403,822 396,736 384 2̂0 395 2̂7
!3,956 53,324 33,63! 6 !,683 38,076 49,648
4,044 !5,450 ״ 31,106 49,122 5^10

48,436 !85,082 !74,8 !7 !!8,386 !02,736 68, !39
264,668 1,011,298 1,473,712 696,800 1,098,317 3,498,561

4 !,776 !59,626 !56,745 !69,253 43 !,667 !,7 !4,253
29,380 112̂ 62 50,571 ' .
63,0! 6 240,784 34 !,29! 353,229 355,049 330,063
26,563 !01,498 63,973 67,403 55,469 69,953
55,4 !6 2! !,743 !97,574 !34, !42 ! !8,040 80,308
!6,449 62,851 58,514 73,959 68,759 69,559
!6,!89 6 !,857 65,292 66, !53 54,944 !!6,992
!,980 7,568 8 7̂5 !4,039 !2,952 !2,667

67,358 257 7̂! 364,030 283,546 296,527 232,566
(!7,!61) (65,571) (40 2̂7) (92,725) (135̂ 78) (73,293)

(72,850) (278,360) 49,666 70,702 (225,244) (!8,347)
81,099 309,885 84,664 260,225 68,797 38,233

309,2 !5 1,!8!,5!4 !,399,668 !,399.926 !,!0!,682 2,572,954

(44,547) (!70,2 !6) 74,044 (703,!26) (3.365) 925,607
22351 86,550 4,920 (35,57!) 24,736 16,288
(67, !98) (256,766) 69, !24 (667,555) (28,!0!) 909,319

2,548 9;737 4,401 !6,550 4,934 10,289
(64,650) (247,029) 73,525 (651,005) (23,167) 9 !9,608

(69,332) (264,919) 6!;998 (530,942) (103,170) 539,749
4,682 !7,890 !!,527 (!20,063) 80,003 379,859

(64,650) (247,029) 73,525 (651,005) (23,167) 919,608

(2,89) (11.04) 2.28 (21 51) (4.25) 2080
0.!0 0.39 0.!7 0.65 0.19 0.40

(2.79) (10.65) 2.45 (20.86) (4.05) 21.20

(2.89) (!105) 1.96 (21.53) (430) 20.18
o.!o 0.39 0.!7 0.65 0.!9 0.40

(2.79) (10.66) 2.13 (20.88) (4.11) 20.58

0 0 0 0 6.60 6.30

PROFIT (LOSS) BEFORE INCOME TAXES 

PROFIT (LOSS) FROM CONTINUING OPERATIONS 

PROFIT (LOSS) FOR THE YEAR
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ACCORDANCE WITH IFRS !א SELECTED BALANCE SHEET DATA

DECEMBER 31
2011 2011 2010 2009 2008 2007

($'000) (NIS '000)

1,384,078 6,052,765 6,572,740 6,777,519 6,076,928 3,808,346
!,!30,!50 4,3 !8,302 4,129,973 2,630,670 2,6!4,784 2,639,302
2,714,228 10,371,067 10,702,713 9,408, !89 8,691,712 8,447,648

744,523 2,844,823 2,89 !,622 2,756,575 2,0 !8,741 935,3! 1
!,566,965 5,987,372 5,633,570 4,503,443 4,235, !88 4,283,335

94,!20 359,630 760,740 946,450 !,373,692 2,033,438
308,620 1,179,240 1,416,781 1,201,721 1,064,09! 1,193,564

2,7 !4,228 !0,37 ),067 !0,702,713 9,408, !89 8,69 !,7 !2 8,447,648

Current Assets !,384,078 6,052,763 6,572,740 6,777,519 6,076,928 5,808,346
Non Current Assets ________!,!30,!50 _______ 4,3!8,302 _______ 4,!29,973 _______ 2,630,670 _______ 2,6!4,784 _______ 2,639,302
Tota! 2,714,228 10,371,067 !0,702,7 !3 9,408, !89 8,69!,712 8,447,648

Current Liabilities 744,523 2,844,825 2,89!,622 2,756,575 2,0!8,741 935,311
Non Current Liabi!ities !,566,965 5,987,372 5,633,570 4,503,443 4,235,!88 4,283,335

Equity hotders of the company 94,)20 359,630 760,740 946,450 !,373,692 2,033,438
Non-controHing interest ________ 308,620 _______ !,!79,240 _______ 1,416,78! _______ 1,20!,72! _______ !,064,09! _______ 1,193,564
Tota! 2,7!4,228 !0,37),067 !0,702,713 9,408,)89 8,69!.7!2 8,447,648

B. CAPITALIZATION AND INDEBTEDNESS

C. REASONS FOR THE OFFER AND USE OF PROCEEDS

D. RISK FACTORS
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We and our 62.52% subsidiary, P!aza Centers N.V. (LSE: PLAZ) (WSE: PLAZ/PLAZACNTR) ("PC") (56.9)% on a fu!)y di!uted basis), issue debentures to the pubtic in !srae) from time to



In addition, our quarteriy and annua! operating resuits have, and may in the future, fluctuate significantiy. These fluctuations may be caused by various factors, particu!ar!y due to 
significant sates of our properties and the frequency of such transactions as we!! as changes in vacations of shopping centers in the United States and the effect on certain financia! investments 
that are measured at fair va!ue through profit and !oss ("FVTPL") that are subject to market price. As a resu!t of our disposition and acquisition or deve!opment of centers, we may experience 
significant fluctuations in our annua! and quarterty resuhs. If we were in need of cash and financing for our operations at a time when our resuhs were !ow, this may a!so have an impact on our 
abi!ity to fund or successfutty obtain financing to fund our p!anned projects and other expenditures.

Our high !everage cou!d adverse!y affect our ability to operate our business.

We are highiy ieveraged and have significant debt service obiigations, inciuding bank debt and debentures issued in pub!ic offerings to investors in Israe!. !n addition, we and our 
subsidiaries may incur additiona! debt from time to time to finance acquisitions or capita) expenditures or for other purposes. We wii! have substantia! debt service obiigations, consisting of 
required cash payments of principa) and interest, for the foreseeabie future.

Some of our tenders require us to maintain and comp!y with certain financia! and operationa! covenants. Our abi!ity to comp!y with these covenants may be affected by events beyond 
our controi. A brcach of any of the covenants in our debt instruments or our inabiiity to compiy with the required covenants couid resuit in an event of defau!t, which, if not cured or waived in a 
timeiy manner, couid have a materia! adverse effect on us. !n the event of any defauit under the ioan agreements, the ienders thereunder coutd e!ect to deciare ai! outstanding borrowings 
immediateiy due together with accrued and unpaid interest and other fees, which might trigger cross-defauits under other ioan agreements as we!). Furthermore, in the event of any defautt under 
the )oan agreements, such )oans shouid be rec!assified as short-term debt. Such ciassification in our financia) statements may improperiy reflect our working capita! ratio as we!! as other financia! 
indicators since the assets which were financed by these !oans are ciassified as non-current assets.

+ we may face difficu!ties in estabiishing strategic or other !ong-term business joint ventures; and

* we may face difficuities in refinancing our debentures traded on the Tei Aviv Stock Exchange if our or PC's Israeii traded debentures continue to experience a deciine in trading
prices.

We cannot guarantee that we wi!! be abie to generate enough cash flow from operations or that we wi!i be abie to obtain sufficient capita! to service our debt or fund our pianned capita! 
expenditures. In addition, we may need to refinance some or a!! of our indebtedness on or before maturity. We cannot guarantee that we wi!! be abie to refinance our indebtedness on 
commerciaiiy reasonabie terms or at aii. Subject to the right market conditions, we have the abiiity under our debt instruments to incur substantia! additiona! indebtedness and any additiona! 
indebtedness we incur couid exacerbate the risks described above.

9



Our debentures and PC's debentures were subject to severa! rating downgrades during 20!!. Our debentures were rated, as of November 20!!, by Midroog Ltd. an affitiate of Moody's 
Investors Services at a "baa!/Ncgative" crcdit rating and as of November 20!! by Maa!ot, the !srac! Securities Rating Company Ltd. an affitiate of Standard and Poors at an "itBBB+/Ncgative" 
credit rating. PC's debentures traded on the TASE were rated, as of August 20!!, by Midroog Ltd. an affitiate of Moody's !nvestors Services at an "A3/Negative" credit rating and as of 
November 20!! by Maa!ot, the !srae! Securities Rating Company Ltd. an affi!iate of Standard and Poors at an "i!BBB+/Negative" credit rating. As a resutt of the rating downgrades of our
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Certain tegat proceedings have been initiated against us, inciuding !itigation in connection with the change of contro! of us and our former subsidiary E!scint Ltd. ("Etscint," which was 
merged into us in 20! 0) in May !999 and the acquisition of the hote! businesses by Etscint in September 1999, as we!! as motions to ccnify certain of such ctaims as ctass actions and !itigation by 
an individua! who ctaims to have rights to a percentage in us and certain of our subsidiaries. For detaits refer to note 23B(3) in our annua! consotidated financia! statements. A determination 
against us in some or a!! of these proceedings, main!y those retated to dass actions, may materiaMy adversety affect our resutts of operations and cash flow.

Our resu!ts o f operations fluctuate due to the seasona!ity of our various businesses.

Our annua! revenues and eamings are substantiaMy dependent upon genera! business activity, vacation and ho!iday seasons and the influence of weather conditions. As a resu!t 
changes in any of the above have a disproportionate effect on the annua! resutts of operations of our hote!s and fashion retai! businesses.

One o f our shareho!ders beneficially owns a substantia! amount o f our ordinary shares and, therefore, effective!y contro!s our affairs.

As of March 31, 20!2, Mordechay Zisser, our Executive President and a director, hetd, direct!y and indirectty, approximate  ̂ 49.04% of our issued share capita!. For additiona! 
information, see "!tern 7.A. Major Shareho!ders." As a resu!t of such hotdings, Mr. Zisser has the abi!ity, in effect, to e!ect the members of our board of directors and to effectivety contro! the 
outcome of sharehotder votes, subject to !imitations under the Companies Law. Certain of these shares are ptedged as security to !ending banks. Change and/or transfer of contro! in us, either 
vo!untarity as a resutt from a wi!!fu! event or as a resutt from a compu!sory forectosure event with respect to shares that are ptedged as security to !ending banks, may resu!t in a vio!ation of 
contractua! undertakings made by us towards third parties and/or vest third parties with rights to cance! agreements conctuded by these third parties and us, induding immediate prepayment of 
!oans and/or credits taken by us. A dispute has arisen between Bank Hapoatim Ltd. (the "Bank") and our controMing sharehotder, Europe-lsrae! (M.M.S.) Ltd. ("Europe-lsraet") which is 
controtted by Mr. Zisser (and together with Europe-!srae) -  the "ControMing Sharehotder") concerning toans and credits of the Controtiing Sharehotder to the Bank that were secured, inter atia 
through ptedging some of our shares hetd by the ControMing Sharehotder. Fottowing the above, it shoutd be noted that we are not a party to the negotiations and/or communications between the 
disputing parties and are not famitiar with their contents, however, the aforementioned dispute, if not reso!ved, may negative!y impact our re!ationship with the Bank.

A !oss o f the services of members o f our senior management, including in particular, that o f  Mr. Mordechay Zisser, cou!d materiaHy adverse!y afreet our business and resutts o f operations

We depend on the continued services of the members of our senior management team, induding in particutar that of Mr. Mordechay Zisser, our Executive President and a director. Any 
toss of the services of Mr. Mordechay Zisser or any other member of our senior management team coutd resutt in the toss of expertise necessary for us to succeed, which coutd cause harm to our 
operating resutts and cash flow and impair our abitity to meet our objectives. See "Item 6.B. Directors, Senior Management and Emptoyees - Compensation of Directors and Officers -  Services of 
Mr. Mordechay Zisser."
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RISKS RELATING TO THE SHOPPING AND ENTERTAINMENT CENTERS BUSINESS
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MSKS RELATED TO UMTED STATES REAL PROPERTY

RISKS RELATED TO THE U.S. [XVESTMEXT FUKD
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RISKS RELATED TO OUR U.S. REAL ESTATE INVESTMENT PORTFOLIO
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!n January 20 !2, the EPN Croup entered into an agreement to set! 47 shopping centers !ocated throughout the United States (the "Properties") that were previousty he)d by EDT Retai) 
Trust (formerty Macquarie DDR Trust) ("EDT"), to BRE DDR Retai! Hotdings LLC, a joint venture between Btackstone Rea! Estate Partners V!! L.P. and/or its affitiates and DDR Corp. and/or its 
affHiates. The transaction is expected to ctose in June 20 !2. See "!tern 4.B Business Overview -  United States Rea) Property - Rea) Estate Investment Portfotio - EDT Retai! Trust" be!ow for
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RISKS RELATING TO THE HOTEL BUSINESS

The !ong-term management arrangements entai! additiona! risks, inctuding the possibi!ity that: (i) Rezidor might, at any time, have economic or other business interests that are 
inconsistent with ours or with the management of the specific hotels; (ii) Rezidor may be in breach of the agreements or in a position to take action contrary to the agreements, or frustrate the 
execution of acts which we betieve to be in the interests of any particu!ar hotei; and (iii) Rezidor might become bankrupt or insoivent.

)9



RISKS RELATING TO RESIDENTIAL PROJECTS

20
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The residentia! devetopment industry has from time to time experienced significant difficulties that can affect the cost or timing of construction, inctuding:

* difficutty in acquiring tand suitabte for residentia! buitding at affordab!e prices in !ocations where our potentia! customers wou!d !ike to !ive;

RISKS RELATING TO THE SHOPPING AND ENTERTAINMENT CENTERS BUSINESS. TO THE HOTEL BUSINESS AND TO THE RESIDENTIAL PROJECTS BUSINESS

Sites which meet our criteria must be zoned for activities of the type common for such use and deve!opments. Where the existing zoning is not suitabte or has yet to be determined, we 
appty for the required zoning ctassiflcations. This procedure may be protracted, particu!ar!y in countries where the bureaucracy is cumbersome and inefficient, and we cannot be certain that the 
process of obtaining proper zoning wi!! be competed in a time!y manner to enabte the centers to open ahead of the competition or at a!!.

Certain zoning permits are granted for !imited time periods and if the term is not extended the rights revert back to the !oca! government or municipa!ity. Furthermore, these rights may be 
subject to termination under certain circumstances by the government and any termination prior to the expiration of such rights cou!d have a materia! adverse effect on our business, prospects 
and resutts of operations or financia) condition.

us to a !oss of our competitive advantage. Subcontracting arrangements may be on !ess favorabte terms than woutd otherwise be avai!ab!e, which may resu!t in increased devetopment and 
construction costs. By retying on subcontractors, we become subject to a number of risks retating to these entities, such as quatity of performance, varied work ethics, performance detays, 
construction defects, breach or non-performance of agreements and the financial stabitity of the subcontractors. A shortage of workers (or material) woutd have a detrimenta! effect on us and

22



terms acceptabte to us or at a)!, we wit) incur additional costs, or enter into a deadtock, which witt have an adverse effect on our business. Such occurrences may cause detays in construction, 
thus exposing us to a toss of our competitive advantage. By retying on partners, we become subject to a number of risks retating to these entities, such as quaiity of performance, varied work 
ethics, performance detays, construction defects, breach or non-performance of agreements and the financia! stabitity of the partner.
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R!SKS RELATING TO OUR MEDICAL COMPANIES
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issued, or that !nSightec's existing patents, or any patents, which may be issued as a resutt o f  existing or future applications, wi!! provide meaningfu! protection or commercia! advantage to 
!nSightec.

Ctaims by competitors and other third parties that !nSightec products a!!eged!y infringe the patent rights o f others cou!d have a materia! adverse effect on !nSightec's business. Any 

RISKS RELATING TQ.IHEJL4SHIQK APPAREL BUSINESS
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RISKS RELATING TO OUR OTHER ACTIVITIES

M$K$ RELATING TQ !$HA.EL

30
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RISKS RELATING TO EASTERN EUROPE
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R!SKS RELATING TO INDIA

the future cou!d influence the Indian economy by disrupting communications and making travel more difficult and such political tensions could create a greater perception that companies 
operating in India are usually involved in higher degrees o f  risk. Events o f this nature in the future, as well as social and civil unrest within other countries in Asia or within India, could influence 
the Indian economy and could have a material adverse effect on our financial condition and results o f operations. In addition, India has from time to time experienced social and civil unrest due to

33



White we betieve that the skitts and experiences that we have acquired through sourcing sites and devetoping and setting shopping and entertainment centers in the emerging markets in 
CEE can be apptied successfutty to projects in India or in other countries, this cannot be guaranteed. The differences between emerging markets in CEE and emerging markets in India or other 
countries, such as differing mentatities, sociat and business cuttures, tegat structures and systems, integrity o f the courts, and restrictions on foreign ownership o f reat estate, may mean that our 
success in devetoping and setting shopping and entertainment centers in CEE may not be repticated in India or in other countries.

Limitations by the Indian government to invest in India may adversety affect our business and results o f operations.

Under the !ndian government's policy on Foreign Direct Investment ("FDI Poticy"), an acquisition or investment by us in an Indian sector or activity, in particular in the shopping and 
entertainment centers business, which does not compty with certain !imitations, is subject to govemmentat approvat. With respect to the reat estate sector, these )imitations inctude, among other 
things, a minimum investment and minimum size o f buitt-up tand. In addition, under the FDI Poticy it is not permitted for foreign investors to acquire agricutturat tand for reat estate devetopment 
purposes. There is no assurance that we wit) compty with the )imitations prescribed in the FDI Policy in order to not be required to receive govemmentat approvals. Failure to compty with the 
requirements o f  the FDI Poticy wit! require us to receive govemmentat approvats which we may not be abte to obtain or which may inctude !imitations or conditions that wi!! make the investment 
unviab!e or impossibte, and non-compliance with investment restrictions may resu!t in the imposition o f  pena!ties. This woutd have an adverse effect on our business and resutts o f  operations.

Uncertainty regarding the ownership of land in India may expose us to third party claims in connection with the purchase of land by us which may have a material adverse effect on our

ITEM 4. INFORMATION ON THE COMPANY

A. HISTORY AND DEVELOPMENT OF THE COMPANY

Etbit Imaging Ltd. was incorporated in )996 under the taws o f the State oflsraet. Our shares are )isted on the NASDAQ Gtobat Setect Market (ticker symbo): EMITF) and on the Tc! Aviv 
Stock Exchange ("TASE"). Our executive offices are tocated at 2 Weitzman Street, Tel-Aviv 64239, Israet. You may reach us by tetephone at (972-3) 608-6000 or by fax at (972-3) 608-6050. Our 
address in the U.S. is c/0 Etscint, Inc., 747 Third Avenue, 4th Floor, New York, NY !0017-2803.

For a summary o f  our recent acquisitions, dispositions and other activities and o f  our capita! expenditures and divestitures during the years 2009, 2010 and 2011 and that are cunentty in 
progress, see "Item 5. Operating and Financia! Review and Prospects - Overview."
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BUSINESS OVERVIEWB.

Shopping and Entertainment Ctnt$r$
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The shopping eiement is comprised of!arge retai! anchor tenants (such as C&A, H&M, Match, New Yorker, Pcek&Ctoppenburg, Tesco and the !nditex brands). These anchor tenants 
form the basis o f  the shopping areas around which sma!!er boutiques, intemationa! brands (such as Adidas, Atdo, Hugo Boss, Esprit, Mango, Mexx, Nike, Reserved and Sephora) and !oca!
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four principa! project categories: (i) operating projects; (ii) shopping and entertainment centers under devetopment; (iii) mixed-use projects with predominant retai! characteristics under 
devetopment; and (iv) other projects (offices and other yie!ding rea) estate projects). Set forth be!ow is information with respect to the projects in each category.
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deticatessen. This center is !00% owned by PC. Management 0ftheSuwa!kiP!aza is conducted by a subsidiary of PC.

!n November 2 0 ! ! ,  PC opened the Torun Ptaza in Torun, Po!and, an 800-year 0!d city o f  200,000 inhabitants !ocated in the north-west o f Potand. This shopping and entertainment center 
comprises 40,000 square meters o f  gross !ettabte area spread over two floors with approximate^ !,!0 0  parking spaces. The center indudes an eight screen cinema, fantasy park entertainment

Name of Project Location Title PC Share (m=)
Cross Lettab!e

J.m p^fn Status

Lodz Plaza Lodz, Poland Perpetual Usufruct 100 50,000 45,000 2014
Planning and development

Cs!ki Plaza Mie^ureaCiuc, Romania Ownership 100 33,000 !4,000
Planning and development

Uj Udvar 1 Budapest, Hungary Owne^hip 35 8,700 !6,000 , ^ r ^ s h l M p U ^ " '

Timisoara Plaza Timisoara, Romania Ownership 100 32,000 38,000 20!4
Planning and development

Kie)ce Ptaza Kietce, Poland Perpetual Usufruct too 30,000 33,000 2014-2015 stage ^

Leszno Plaza Leszno, Poland Perpetual Usufh-ct 100 )7,000 !6,000 20! 5-20! 6
Planning and development

Sport Star Plaza Belgrade, Serbia Land use rights 100 30,000 45,000 2014
P la c in g  and development

Shumen Plaza Shumen, Bulgaria Ownership 100 17,000 20,000 20!4־20!5
Planning and development

Slatina P!aza Slatina, Romania a i r s h i p too 20,000 17,000 2014-2015
Pbnnmg and development

Constanta Plaza Constanta, Romania Ownership 100 26,000 !8,000 20! 4
Planning and development

Hunedoara Plaza Hunedoara,Romania Ownership 100 41,000 13,000 2014
Phrning and development

Targu Mures P!aza Targu Mures, Romania Ownership 100 31,000 30,000 20! 4-20! 5 stagp

M reasB etiosH aza Athens, Greece Ownersh.p too )5,000 26,000 2014
Pta^m ganddevetopm ent

38



666 miHion (approximately $86 miHion) 
€26 million (approximately $34 million) 
€57 million (approximately $74 miHion)

Poland

Location Title PC Share % (mi)
( ^ m ^ o n

Status
Budapest, Hungary Ownership ^ and use 43.5' 320,000 350,0002.3 2014-2016 Planning and development

license has been awarded.
Bucharest. Romania Leasing for 49 years 754 102,000 600,0002-i 2014-2016 Planning and development

stage
tasi, Romania Ownership !00 46,500 62,000 2015 Planning and development

Betgrade. Serbia Ownership
100

9,000 70,0002 2015 Planning and devetopment

SoBa, Buigana Ownership 5! 79,500 44,000 2015 Planning and development

Kharadi, Fune, [ndia Ownership 506 56,000 250,0002.7 2012-2015 Phase one completed; Phase
Center
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0?Aer fro /fcR  HfM/ng /?^o/ Ey/o/c Pro/gc/^

<4re/!a P/azo Fx/ew^iaw, Ro^apM/. //o/!ga/y

The Arena P!aza extension is a ptanned office addition o f approximate^ 40,000 square meters GLA to the Arena P!aza in Budapest, Hungary (a shopping and entertainment center o f
66,000 square meters so!d to aAIM in 2007). The project is in the pretiminary phase and is schedu!ed to open in 20!5.

P/aza-R/45. 5. K Romania

Within the framework o f  a joint venture partnership with BAS Deveiopment ("BAS"), PC is devetoping residentia! and office projects in Romania. BAS is a private company which is 
active in the Romanian property market. P!aza-Bas B.V. a company cstab!ished by the joint venture partners, ("P!aza Bas"), acquired the shares then he!d by BAS in seven residentia! and office 
deve!opment projects. Ptaza Bas is 50.!% owned by PC and the remaining 49.9% is owned by BAS. PC has the power to appoint 60% o f the board members in P!aza Bas.
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* Brashov - PC owns a 25% share in an office devetopment project known as the Primavera Tower Brasov with a ptanned GLA o f approximate^ !0,800 square meters, it is anticipated

* Ptoiesti ׳ PC owns a 25% share in an office deveiopment project known as the Primavera Tower Ptoiest, with an expected GLA o f  approximately ! 0,500 square meters. It is anticipated 
that the project wit! be competed in 20! 5.

Tota! additiona! estimated costs o f  construction, required for comp!etion o f a!! o f  the above projects and the percentage o f  pre-!eased areas are presented in the foHowing tabte:

Country_____________________________________  Estimated cost o f comp!etion ___________________________ Percentage Pre-!eased *
Hungary 642 miHion (approximately $55 mi!!ion) .
Romania €47 miHion (approximately $6! miHion)

United States Rea! Property 

U.S. Rea! Property Joint Venture

In February 20!0, Etbit Ptaza USA, L.P. ("Etbit Ptaza USA"), a reat estate investment venture joint!y formed by us and PC, entered into a framework and co-invcstmcnt agreement with 
Eastgate Properly LLC, an affl!iate o f an estab!ished U.S.-based intemationa! rea! estate fund manager ("Eastgate," and together with Etbit Ptaza USA, the "Sponsors").

Under the agreement each party committed to invest at least $ !00  mi!!ion (for a combined totat o f  at !east $200 miHion) in a U.S. investment ptatform. The Sponsors estabtished the Fund 
to seek third party investors to co-invest with the Sponsors in investments in the U.S. retai! and commerciat reat estate sectors. The agreement provides that the parties wit! identify and tocate 
potentia! investments during a two-year period in which the Sponsors wi!! acquire assets or enter into joint ventures with owners o f re!evant assets or portfo!ios, with the objective o f  seHing the 
acquired assets or ho!dings them unti! the end o f the term o f the Fund, which was intended within a five-to-seven-year period of the initia! dosing o f the Fund.

In June 20! 0, the Fund raised $3! miHion in capita! commitments from Menora Mivtachim !nsurance Ltd. and certain o f  its affHiates ("Menora"). The first investment vehicte o f  the U.S. 
investment platform is EPN GP LLC ("EPN"), in which each o f E!bit Ptaza USA indirectty hotds and Eastgate directty hotds a 43.29% ownership interest, and the remaining !3.42% ownership 
interest is hetd by the Fund. The second investment vehicte o f  the U.S. investment ptatform is EPN EDT Holdings !! LLC (and coHectively with EPN and their affiliates, the "EPN Group"), in 
which each o f  Elbit P!aza USA indirectty hotds and Eastgate directty hotds a 47.29% ownership interest, and the remaining 5.43% ownership interest is hetd by the Fund (each o f  Etbit Ptaza USA 
and Eastgate indirectty hotds through EPN Fund GP LLC, an additional ownership interest in the Fund).
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Rea! Estate Investment Portfolio - EDT Retai! Trust

!n June 20!0 , EPN compteted an investment o f approximatety H  !6 miHion in EDT, then an Austra!ian pub!ic!y traded trust. Fottowing comp!etion o f  that transaction, EPN became EDT's 
largest unitholder, hotding an approximatcty 47.8% ownership interest in EDT. At the same time, EPN a!so acquired from Macquarie Bank its 50% ownership interest in the responsible entity that 
provided management services to EDT (whi!e the remaining 50% ownership interest remained vested with Deve!opers Diversified Rea!ty Corporation (now DDR Corp.)). !n March 2 0 ! ! ,  EPN EDT 
Holdings !! LLC commenced an off-market takeover bid for a!! o f  the units in EDT not already he!d by EPN, which was successfutty completed in August 2 0 ! ! .  Upon comp!etion o f  that 
transaction, the EPN Group became the ho!der o f !00% o f  the outstanding units o f  EDT, at an additiona! cost of approximately $242 mi!!ion, and EDT was detisted from trading on the Sydney 
Stock Exchange, transferred the U.S. RE!Ts it he!d to the Fund, and was vo!untari!y !iquidated.

The Fund currency ho!ds and operates 49 retai! properties, which a!together tota! approximately ! ! .!  miHion square feet o f !easab!e area with a !eased rate o f approximatety 88% and over 
730 !eases generating annua! net operating income (NO!) o f approximatety $!05 miHion as o f December 3 ! ,  2 0 !!. EDT vatued these portfotios at approximatety $!.47 biHion as of December 3 !,  
2 0 ! ! ,  with totat secured debt o f  approximatety $947 miHion. The portfo!ios consist main!y o f community shopping centers throughout major regions o f the United States, with assets !ocated in 20 
states.

Assets in the portfotios are typicaHy "open-air" comp!exes, with a number o f  retai! "boxes" housing tenants and open-air parking !ots. This format has proven to be a poputar retai! 
concept in the United States. The centers are often located near major highways and thoroughfares and have been specificaHy designed to offer consumers convenience^and accessibility.

high quatity retailers inctuding Best Buy, Dick's Sporting Goods, Jo-Ann Fabrics, Michaets, Nordstrom Rack and TJ Maxx.

The tota! portfotio average annuatized base rent per occupied square foot, as o f December 3 !, 2 0 ! ! ,  was $!2.37. The portfo!io has over 440 tenants with the !argest tenant representing 
6.0% o f  the portfolio's annua! base rent. No sing!e !ease represents more than ! .87% o f  annua! base rent, further high!ighting the portfolio's diversified income base. The following table provides

TJX Companies 655,400 !7
PetsMart 379,900 !7
KoM's 811,100 9
Dick's Sporting Goods 304,!00 6
BestBuy 282,100 6
Bed Bath & Beyond 275,000 9
Jo-Ann Stores 288,900 9
Wat-Mart 304,900 4
G ap;:-.-.. 144,700 8
OfficeMax 243,500 !0
Tota!:: 3 ,?39,60$ $2
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Property(')
WALEC) 

Tit!e (years)
Tota! GLA 

(sq.ft., '000)

Hartford, CT 566.5 Ownership 6.5 Lowe's, Lowe's Cineplex, Kohl's, Dick's Sporting Goods, Marshall's
Coon Rapids, MN 497.7 Ownership 5.! Sears, Koh!'s, Best Buy, Dick's Sporting Goods , Bed Bath & Beyond
Brown Deer, WI 261.7 Ownership 4.6 Kohl's, TJMaxx, OSice Max, Michae!s, Old Navy
Brookf!e!d, WI !82.7 Ownership 4.0 Burlington Coat Factory, MarshaH's, TJ Maxx, Office Max
Brown Deer, WI !434 Ownership 3.2 Pick N  Save, Anna's Linens, McDonald's
Brandon, FL !!4 Ownership 6.2 Sports Authority, buybuyBaby, Petsmart
North Olmstead, OH 628.2 Ownership 3.7 Home Depot, Marc's, Jo-Ann Fabric, Best Buy, Bed Bath & Beyond

Canton, OH 478 ! Ownership 3.3
HH Gregg

Merriam, KS ! 35ב Ownership 4.7 Cinemark, Hen House, Dick's Sporting Goods, Marshall's, Petsmart
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Property,- Location
Tota! GLA 

(sq.ft., '000) Tit!e
WALEC)

Anchors and Major Tenants

Riverdale Village Inner CoonRapids.M N 280.4 Ownership 5.3 JC Penny, Borders, Petsmart, ULTA
Midway Marketplace StPau!,M N 324.4 Ownership 7.2 Herbergcrs, Wa!-Mart, Cub Foods, LA Fitness

Monaca, PA 2986 Ownership ׳..־<: 5.5 Lowe's, Cinemark, M!chae!s,Petsmart
Coo! Springs Pointe Brentwood. IN 20 !.4 Ownership 3.! Best Buy, Ross Dress For Less, DSW, Co!f Cataxy, 0 !d  Navy
Lake Walden Square P!ant City, PL 26!.9 Ownership ׳ 3.9 Sweetbay, Premiere Cinema's
Winter Park Patms Winter Park, FL !!2.3 Ownership 2.3 Pubtix
Piedmont Ptaza Ap6pka,FL !48.! Ownership 6 ! BeaHs
Union Consumer Square Buffato, NY 386.5 Ownership 6.6 Sam's C!ub, Marshal's, Office Max, Bed Bath & Beyond, Jo-Ann 

Fabric
Spring Creek FayetteviHe, AR 262.8 Ownership 5.! Best Buy, Bed Bath & Beyond, TJ Maxx, 0 !d  Navy, Jo-Ann Fabric
River HiHs AsheviHe, NC !9! Ownership 5.4 Carmike Cinema, Dick's Sporting Goods, Office Max, Michae!s
Walden Consumer Square Buffalo, NY 256.5 Ownership 3.6 Target, Price Rite, Office Depot, Michaeis, Petsmart
Steele Crossings FayetteviHe, AR !36.9 Ownership 4.9 Koh!'s, Petsmart
Towne Center NashviUe, TN !07.9 Ownership 3.4 Toys R  Us, TJ Maxx, Jo-Ann Fabric, Party City
Erie Marketplace Erie, PA !!3 Ownership ! 9 Marsha!!'s, Bed Bath & Beyond, Babies R Us
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Property,. Location
Tota! GLA 

(sq.ft., '000) Tit!e
WALEH)

A nchorsa.d  Major Tenants

Buffalo, NY !41.6 Ownership 7.6 Stein Mar, The Premier Group. HaHmark Cards
Union Road Ptaza Buffalo, NY !70.5 Ownership 2.9 Dick's Sporting Goods

Batavia Commons Batavia, NY 49.4 Ownership 2.7 DdHar Tree, Advance Auto Parts, Ashtey Furniture

Watden Ptace Buffato.NY 68 Ownership 4.6 Otties Bargain Outtet, Destination Maternity

Borders Buffato.NY 26.5 Ownership 0.0 Borders

BJ's Ptaza Batavia, NY 95.8 Ownership 4.7 BJ's Whotesate C!ub, Sears Hardware

Harbison Coart Cotumbia, SC 255:6 Ownership 3.4

Lakepointe Crossing Ptant City, FL 3!5 Ownership 3.4 Academy Sports, Mardett's Bookstore

Pioneer Hitts Aurora, CO !39.5 Ownership 3.4 Bed Bath & Beyond, Office Depot, Petsmart

MacArthur Marketptace !rving, TX 248.8 Ownership 5.! Hottywood Theather, Koht's, Petsmart, Office Max

GrandviHe Marketptace Grand Rapids, MI 2!6.8 Ownership 3.8 Hobby Lobby, Office Max, Petsmart, Cost Ptus, Party City

Parker Pavitions Parker, CO 96.2 Ownership 3.7 Office Depot, Petsmart

The Marketptace at Town Center Mesquite, TX !78.9 Ownership 4.6 Petsmart, Ross Dress For Less, M!chae!'s

FtatAcres MarketCenter Parker, CO !33 Ownership 5.9 Sports Authority, Bed Bath & Beyond, Michaet's, Famous Footwear

McKinney Marketptace McKinney, TX !!9 Ownership 6.7 Kbh!'s

Turner Hit! Marketptace Lithonia, CA !25 Ownership 4.4 Toys R Us, Best Buy, Bed Bath & Beyond
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Iota! GLA WALE H)
(sq.ft., 000) Tit!e (years)

Overland Park, KS 80 Ownership 3.0 Babies R Us, Go!fGa!axy
Frisco, TX !07.5 Ownership 6.8 Koh!'s
Lithonia,GA 38.7 Ownership 2.9

GriH, Cuts and Coffee

Brookfield, W! 778.5 Ownership 3.7 AMC Theater, Koh's, Best Buy, M arshal's, Toys R Us
Chicago, IL 509 Ownership 4.7 Nordstrom Rack, MarshaH's, Michaeis, Saks O ff Fifth, Petsmart
Washington D.C, 253.3 Ownership 4.8 Safeway, Rega!, Bed Bath & beyod, TJ Maxx, Jo-Ann Fabric

Nap!es, FL 267.8 Ownership 3.8
OfficeMax, Bea!!'sOut!et

Birmingham, AL !20.! Ownership 4.5 Jo-Ann Fabric, Hancock Fabric, David's Brida!

Clarence, NY 92.7 Ownership 3.0 Jo-Ann Fabrics, Big Lots, Office Max

RosweM, GA 202 Ownership 4.0 Office Max, Petsmart, Trader Joe's

Woodfietd ViHage Green

46



Fottowing the sate o f the Properties, the EPN Group witt continue to hotd two properties in the United States, Lakepointe Crossing and Roswett Crossings, that are vatued at 
approximate^ $43 mittion with totai non-recourse secured debt o f approximate^ $ t4 mittion.

At this time we are working on estabtishing a new fund in the United States, for which we witt drawn upon our track record o f  experience in the United States. Our business concept and 
strategy in this fietd is to focus on acquisition o f stabte, dominant, institutiona! quatity (primarity A, A ) U.S. retait properties, from capitat-seeking owners and tenders. We intend to hotd the

Hotets
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FreeholdFive Star Hotel and ApartHote!

Park Ion
Antwerp, Belgium

$76).

On December 31,2010, we sold to a wholly-owned subsidiary o f PPHE Hotel Croup Limited ("PPHE", formerly known as Park Plaza Hotels Limited) all o f our holdings in three companies 
that own three hotels in London, England, for a total consideration o f  62! million, representing a total estimated asset value for the hotels o f  f230  million. The consideration is being paid in a 
combination o f  loans, an issuance o f shares o f  PPHE, and a possible additional payment that is subject to adjustments. Prior to this transaction, these hotels were jointly owned by us and PPHE 
and were managed by PPHE.

In Apri! 20!0, we. together with PPHE, acquired the Holiday Inn Schipho! Hotel located near the Amsterdam Schipho! Airport, for a purchase price o f €30 miHion. The acquisition was 
executed through a partnership jointly and equally controlled by us and PPHE. The hotel offers 342 rooms and over 1,800 square meters o f  flexible meeting space. The hotel operates under the



!n March 20 !2, we entered into a share purchase agreement with PPHE for the sate o f our hotdings in certain subsidiaries (the "Purchased Companies") which own a 30% interest in the 
fottowing hotets in the Nethertands: the Park Ptaza Victoria Amsterdam Hotet, the Park Ptaza Utrecht Hotet, the arthotet Amsterdam and the Park Ptaza Airport Hotet. These hotets are jointty 
owned by us and PPHE and are managed by PPHE. The transfer o f  titte in the shares o f the Purchased Companies to PPHE and the due date for the payment o f the consideration, are scheduted 
to occur fottowing the satisfaction o f  certain conditions, which are expected to be futfitted by no tater than May 30, 20 !2 ("Transfer Date"). The transfer o f  risk and benefit deriving from the 
hotets and the Purchased Companies to PPHE was made as o f March 30, 20!2. The transaction reflects an asset vatue o f €!69 mittion (approximatety $2)9  miHion) for a!! four hote!s. The tota! net

assumed by PPHE by virtue o f the purchase o f  those subsidiaries and wi)) be e)iminated from our consotidated ba!ance sheet. The consideration witt be paid in the fottowing manner: (i) €23 
mittion (approximatety $30 mittion) in cash; (ii) PPHE shatt issue and attot to us 700,000 ordinary shares o f PPHE, with a current market price o f  approximatety €2.0 mittion (approximatety $2.5 
mittion), based on the quotation o f  such shares' price on the London Stock Exchange as o f  March 30, 20!2; and (iii) an additiona! payment in the aggregate amount o f  up €!.5 mittion

49 years (through 2056) with an option to extend the !ease term for an additiona! 49 years. The tota! consideration paid amounted toN IS 30.6 miHion. We intend to bui!d a !uxury hote! on the site. 
Under the agreement, we undertook to comp!ete the construction work o f  the hote! within a period not exceeding 36 months (Ju!y 2010). During 20!0  we received an extension o f an additiona! 
three years unti! Ju!y 20 !3 to comp!ete the construction o f  the hote!. A!so under the agreement, we provided the Israe! Land Administration with two bank guarantees in the aggregate amount o f

Pursuant to our poticy with respect to projects under construction, the devetopment and construction work on this project witt not commence untit satisfactory financing to fund the

Medina! Companies

On November 24, 20!0 , we dosed a transaction to restructure our ho!dings in the medica! companies !nSightec Ltd. ("InSightec") and Gamida CcH Ltd. ("Gamida"), under E!bit Medica!

49



!nSightec's board of directors. We wit! be emitted to appoint two directors to !nSightec's board o f directors as tong as we hotd tess than 50.0! % but more than 30% o f  the outstanding share 
capita) o f  !nSightec on a fu!!y di!uted basis, and in the event our ho!dings range between 5% and 30% o f the outstanding share capita! o f !nSightec on a fu!!y di!uted basis, we wi!! have the right 
to appoint one director to !nSightec's board o f directors.

capita) o f  !nSightec.

On March 9, 20!0, we entered into a credit faci!ity with !nSightec (which has since been amended), pursuant to which we have provided !nSightec with a credit !ine up to an aggregate 
amount o f N!S 58.9 miHion. The annua! interest on amounts drawn down from the credit faciHty is 6.7% and is !inked to the !srae!i consumer price index. To date, !nSightec has drawn down N!S

!n August 2 0 !! we extended our commitment to provide !nSightec with financia! support by providing a "financia! support !etter" up to an aggregate amount o f $20 miHion, as required, 
on terms to be agreed upon between the parties according to market conditions, in order to enabte !nSightec to continue its operations unti! the period ending on Apri! ! , 20 !3 . Subject to the 
approva! o f Etbit Medicat's board o f directors, this financia! support !etter can by assigned to and assumed by E!bit Medica!. As o f March 3 !, 20 !2, !nSightec has drawn down approximatety $5.4 
miHion dottars from this financiat support commitment and accordingty the remaining amount that may be drawn down from the financia) support tetter is $!4 .6  miHion.

!nSightec Ltd.
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!nSightec atso betieves that its MRgFUS technotogy can be apptied to the treatment o f other medicat conditions, providing simiiar advantages by presenting both physicians and 
patients with a safe and effective incisiontess surgica) treatment option for severa! medica! conditions, inctuding a number o f indications for which there are currency few effective treatment

!n Ju!y 2009, a team at the University Chitdren's Hospita! in Zurich competed a feasibitity study testing the use o f  non-invasive transcrania! MR-guided focused uttrasound surgery 
(TcMRgFUS) using ExAbtate Neuro for the treatment o f  neuropathic pain. Ten adutt patients diagnosed with chronic neuropathic pain successfuHy underwent non-invasive deep brain ab!ation 
surgery (centra! !atera! thatamotomy) with ExAb!ate Neuro and showed improvement in pain scores and reduction o f pain medication with no adverse effects at three months fo!!ow-up. This was 
the first study in the wor!d to test non-invasive transcrania! focused u!trasound as a treatment modatity for functiona! brain disorders. A Phase !! study o f  movement disorders is underway in

!n January 20! 2 a team at the University o f Virginia Medica! Center competed a feasibi!ity study testing the use o f  ExAb!ate Neuro for the treatment o f essentia! tremor in fifteen adutt
patients.

!nSightec distributes and markets its products directty and through the entering into distribution agreements with third parties. Distribution agreements are genera!!y for a term o f  
between one and five years, with an option to extend the agreement based on the performance o f  the distributor.

Ntty/nMS Concepf .S־fra?ggy

!nSightec's strategic objective is to continue to expand its uterine fibroid apptication, as we!! as the product deve!opment efforts and c!inica! studies for additiona! apptications. ! f  the 
resutts o f  its ctinica! studies are positive, !nSightec intends to pursue regu!atory approva! in the United States and other targeted jurisdictions to market the ExAb!ate for these additiona! 
treatment apptications.

better tumor contro! and treatment flexibi!ity'

Gamida CeH Ltd.

We indirectty ho!d, through E!bit Medica!, approximatety 3 !.64% o f  the outstanding share capita! (29.2% on a fu!!y di!uted basis) o f  Gamida.

Other shareho!ders o f Gamida inc!ude C!a! Biotechno!ogy !ndustTies, !srae! Healthcare Venture, Teva Pharmaceutical, Amgen, Denat! Ventures and Auriga Ventures.

!n March 20!2 Gamida announced an interna! investment round by its existing sharehotdcrs, aiming to raise up to HO miHion. We intend to invest approximatety $3 mi!!ion in the round, 
in order to preserve our ownership percentage in Gamida.

Gamida is a teader in stem cet! expansion technotogies and therapeutic products, !ts !ead product, StemExQ is currency being tested in a phase !!! intemationa! registration ctinica! tria! 
for hematotogica! ma!ignancies. The enrolment and infusion o f a!! ! 00 patients in this study was accomptished in February 20! 2. The marketing approva! o f StemEx is expected in 20! 3. StemEx is
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Gamida is devetoping a pipetine o f  cett therapeutics in the areas o f cancer, hematotogicat diseases, autoimmune diseases, and regenerative medicine. Gamida's therapeutic products are 
attogeneic and contain adutt stem cetts setectcd from non-controversiat sources, such as umbiticat cord btood. These stem cetts are then enriched in cutture using Gamida's proprietary expansion 
technotogies. Gamida was successfut in transtating these technotogies into robust manufacturing processes under GMP, which are cost effective and efficient for commercia! production. 
Gamida's technotogies and products are protected by more than 20 patents wortdwide and numerous patent apptications.

Based on an extensive understanding o f  stem cett expansion and bone marrow transptantation accumutated through the devetopment o f StemEx, Gamida is now devetoping NiCordTM, 
which is intended for patients with matignant and non-matignant hematotogicat diseases as wett as autoimmune diseases. Gamida is currentty enrotting patients in a pitot ctinicat study o f  NiCord

entertainment centers, which witt be devetoped onty by PC and are exctuded from the framework o f this joint venture). Under this agreement, PC acquired from us a 47.5% stake in our subsidiary 
Etbit Ptaza !ndia Reat Estate Hotdings Limited ("EP!"). We, directty and through EP!, own two mixed-use projects in tndia in conjunction with tocat !ndian partners, namety the Bangatore and the 
Chennai projects, and have engaged with certain third parties with the intent to devetop an additiona) project on the Kochi !stand. EP! wi!t atso took for further devetopment opportunities for 
targe sca)e mixed-use projects in !ndia, predominancy )ed by either residentia), office or hote! devetopments (the "EP! Agreement"). Under the EP! Agreement, we are to ho)d in trust 50% o f  our 
rights in the Kochi !stand project in favor o f  PC. We undertook to transfer our right and ho)dings in the Kochi project to EP! within )2 months fottowing the execution o f the EP! Agreement, or 
attemativety transfer 50% o f  such rights directty to PC. We furnished PC with a guarantee for the futfittment o f this undertaking. This undertaking and guarantee have since been extended unti! 
August 25, 2012.

Consideration paid by PC for the acquisition o f the stake in EP! was the nominat amount for the 47.5% sharehotding, ptus approximatety H 26  mittion, reflecting 50% o f  at! toans and 
financing invested by us in the Bangatore, Chennai and Kochi projects. The toans and financing were used to, or designated to be used for, the purchase o f  the ptots o f tand and for other 
associated costs retated to EP!'s rea! estate activities.

FoMowing the execution of the EP! Agreement, PC and us each hotd 50% o f the voting rights (excluding the voting rights rotating to the Series B shares constituting 5% o f  the currentty 
issued and outstanding share capita) o f  EP!, which are held by our former Executive Vice Chairman, so long as the resolution tabled for vote may impact its rights) in EP! and 47.5% o f the equity. 
The additiona) 5% o f the equity rights that are hetd by our former Executive Vice Chairman were attotted to him in accordance with the agreement executed by us and our former Executive Vice
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The original lerm o f the Sourcing Agreement was for a period o f ! 5 years. The EP] Agreement provides that in the event the latter is terminated prior to the lapse o f the 13 year term of  
the Sourcing Agreement, then under such circumstances we and PC will re-execute a project sourcing agreement in identical form to the Sourcing Agreement for the remainder o f  the 15 year term

As at the date o f  this annual report, our Residential Project segment o f operations includes a total o f  12 projects in various stages o f planning, development and construction, including 
eight residential projects and four mixed-use real property projects which are predominantly residential. Our projects are located in the Czech Republic, Poland, Romania and India.

, of Protect Location Tit!e Share %
G rosslu ii't' Estimated

Prague, Czech Repubtic Ownership 100 46,500 61,600 . .*
Prague, Czech Repubtic Ownership 100 39,000 !4,000 20!3-20!4
L6dz, Potand Ownership !00 33,500 80,000

Fountain Park Bucharest, Romania Ownership !2.5 !4,000 !6,600 20!2-20!3
Acacia Park Ptoiest, Romania Ownership 25 !2,500 32,000 20! !-2013
Green Land Ptoiest, Romania Ownership 25 !8,400 25,800 20!3-20!4
Poiana Brasov Brasov, Romania Ownership 25 73;000 !38,000 2014-2016
Pine TreeGiade Brasov, Romania Ownership 25 28,300 40,000 20!3-2014

Prague IT! * 

LMz ^

P!aza BAS Joint 
Venture

Tota) additiona) costs o f  construction required for comp!etion o f  a)) o f  the above projects is estimated at:

* With respect to the projects deve!oped in Romania - 6230 miHion (approximate)y $297 miHion);

* With respect to the projects developed in Poland 0(62 ־ miHion (approximatety $272 mittion); and

* With respect to the projects devetoped in the Czech Repubtic - €!30 mittion (approximatety $ )68 mittion).
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20! 2-20 !8

20!3-20!8

Approximate 
G ross Bui!t

320,000

!,060,000

575,000

667,600 at first

rights to 2! 8,500

365 000 (of which 
rights to 296,000

!66,000
to 52,600

43,500

Share %

50'. 2

50'. 2.4

Tide

Rights

Rights

Chennai, Tami! Nadu State, !ndia

Kochi, Kerala State, India 

Trivandrum, Kerata State, !ndia

Koch!

2 For information regarding the rights o f  Mr. Abraham (Rami) Goren, our former Executive Vice Chairman o f the board o f directors, in the projects, see "!tern 6.B. Directors, Senior 
Management and Emptoyees-Compensation o f  Directors and Officers-Agreements with our Former Executive Vice Chairman."

3 Effective hotding in the project is subject to certain conditions as described betow under "- Bangatore, Karnataka State, !ndia."

dated Jdy 22,20^0. ^  ̂ PP Y PP Y project as revtsed pursuant to a framework agreement

Tota) additiona) costs o f  construction required for completion o f  at! o f  the above projects in India is estimated at INR 52,800 miHion (approximatety $99! miHion).

Set forth betow is certain additiona! information with respect to our mixed-use projects which are predominancy residentia!:

!n March, 2008 EP! entered into an amended and reinstated share subscription and framework agreement with a !oca! third party and a whoHy owned !ndian subsidiary o f EPI ("SPV"), 
for the joint deve!opment o f a !arge sca!e mixed-use project !ocated in Bangatore, Kamataka, India which wit! inc!ude viHas (bungatows) and high-rise buitdings, office comptexes, a major retait 
faci!ity, hotet comp!ex, a hospita! atong with services and amenities, a go!f course, ctub houses and more. Under the agreements, EPI and the !oca! partner wi!! acquire, through the SPV, up to 440 
acres o f  !and in Bangatore, !ndia (the "Project Land"). As o f December 3 !, 20! t, the SPV has secured rights over approximately 54 acres and the tota! aggregate consideration paid was 
approximatety INR 2,843 mittion (approximatety $53.4 miHion).

!n addition, the SPV has paid the Partner advances o f  approximatety INR 2,536 miHion (approximatety $47.6 mi!!ion) on account of future acquisitions by the SPV o f  a further 5! .6 acres.

On Juty 22, 2010, EPI entered into a new framework agreement with respcct to the Bangatore project, due to changes in the market conditions and to new commercia! understandings

Under the new framework agreement, the scope o f the new project wi!! be decreased in the first phase to approximatety !65 acres instead o f  the origina! 440 acres and the third parly 
setter undertook to comptete the acquisitions o f the additiona! !and in order to obtain the rights over a!! ! 65 acres o f the project. EPI wi!) remain the ho!der o f ! 00% o f the shareholdings and the 
voting rights in the SPV. Neither EPI nor the SPV wi!! be required to pay any additiona! amounts in respect o f the !and acquisitions or with respect to the project. The project wi!! be executed
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Under the new framework agreement, we wit! receive distributions o f  approximate!)? 70% o f  the profits from the project (inctuding from any sate by the setter or any transaction with 
respect to the origina! tand which docs not form part o f  the !65 acres), unti! EP! achieves a return on its investment in the amount o f  !NR 5,780 mi!!ion (approximatety H 08 .5  mittion) ptus an 
tntema) Return Rate ("!RR") o f 20% per annum ca!cu!ated from September 30, 2009. Fottowing this date, EP! witt not be entitted to receive any additiona! profits from the project and it wi!! transfer 
the entire sharehotdings in the SPV to the setter for no consideration. The setter atso has a catt option, subject to appticabte taw and regutations, to acquire the entire sharehotdings o f the SPV, at 
any time, in consideration for EP!'s investment ptus an !RR o f  20% per annum catcutated on the retcvant date.

The new framework agreement wit! enter into effcct upon execution o f  certain ancittary agreements described therein as wett as satisfaction o f certain other conditions. The originat 
framework agreement may be reinstated upon the occurrencc o f certain events as specified in the new framework agreement.

swimming poots and sport faci!ities.

!n January 2 0 ! ! ,  our !oca! !ndian partner, Mantri Deve!opers Pvt. Ltd., ("MDPL") submitted the devetopment ptans pertaining to 84 acres inctuded in the scope o f  the new project to the 
tocat ptanning authority, the Bangatore Devetopment Authority ("BDA"). !n October 2 0 ! ! ,  the BDA furnished the MDPL with its rep!y, stating that the devetopment ptans cannot be considered 
due to a future state ptan to acquire the tands on which the new project is proposed to be situated (among other tands in the same area) and attot it to the pubtic under a speciat ptan. The
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We rntcnd to devetop a mixed-use project on this )and, which wi)[ consist o f exciusive residentia) units (in both high rise bui)dings and vi))as), ancittary amenities such as ctub houses 
swimming poots and sport facitities, a )oca) retai) faci)ity and an office comptex with a bui)t area o f  approximatety ),060,000 square meters, a)) subject to approva) o f  the buitding permits by the 
competent authorities, ft is anticipated that construction o f  this project, which wi)t be executed in stages, wit! tast approximatety five years.

Afoc/n. Aera/a

We have invested in a rea! estate project !ocated in Kochi, a site !ocated on a backwater istand adjacent to the administrative, commercia! and retai! hub o f  the city o f  Kochi, in the Kera!a 
State o f !ndta, for the construction and development on an area o f !and measuring 4! acres, o f  a project comprised o f high end condominiums, a !uxury hote!, office space, retai! area and a

As part of this project, in September 2006, we, together with an !ndian corporation ("Project SPV") who!!y owned by a third party (the "Third-Party Sharehotder"), entered into an 
agreement (as subsequentty amended in January 2007) for the purchase by us and the Project SPV o f an area o f  tand measuring ! 3 acres (approximatety 52,600 square meters) ("Property A") for a 
tota! consideration o f  fNR ),495 mittion (approximatety $28.! mi!!ion), payab!e subject to fu!fi!!ment o f  certain obtigations and conditions by the se!!er in respect o f  Property A, principally the 
obtaining at! permissions required for construction thereon and making good and marketab!e tit!e with regard to Property A.

Additiona!!y, an area o f  28 acres (approximately ! !3,300 square meters) ("Property B") wi!! be transferred by the se!!er to the Project SPV without any consideration, and the se!!er wi!! be 
entit!cd to receive 40% o f  the constructed area which wi!! be bui!t by the Project SPV on Property B. !t was further agreed that a!! fees, costs and expenses for construction on Property B wi!! be 
borne by the Project SPV, and that the Project SPV wi!! have the so!e contro! over the construction as we!! as the marketing o f  the entire project.

The agreement a!so provides that if  the seHer fai!s to comp!y with the aforementioned conditions precedent by an agreed date, then the Project SPV and ourse!ves wi!! have the right to 
terminate the agreement, and in that event the se!!er wi!! be ob!iged to refund a!! amounts paid to him under the agreement, ptus interest accruing at the rate o f  LIBOR + !% per year.

!n September 2006, we, the Third-Party Sharehotder and the Project SPV entered into a share subscription agreement according to which we transferred to the Project SPV at! o f  our right 
in Property A in consideration for the a!!otment to us o f  50% o f  the equity and voting rights in the Project SPV. The a!!otment o f shares has not yet been executed because is subject to the 
fulfitlment o f  certain regulatory conditions, in respect o f  the !and and the securing o f  sanctioned ptans.

Under the EP! Agreement (joint venture with PC), we undertook to transfer att our rights to the Kochi Project to EP!, or transfer 50% o f  such rights to PC. We have furnished PC with a 
corporate guarantee for the fulfillment o f  such undertaking.

Our fashion business is operated through our wholty owned subsidiary E!bit Fashion.

!n Apri! 20!2, we competed the sate o f  att our shares in Etbit Trade & Retai! Ltd. and a!! the interests in G.B. Brands, Limited Partnership, which was the franchisee o f  the GapTM and 
Banana Repub!icTM brands, to Gottex Mode!s Ltd. ("Gottex"), for a purchase price o f approximatety N!S 57.9 mittion (inctuding the payment for the inventory purchased by Cottex and certain 
working capita! items inc!uded in the closing initial balance sheet), which amount is subject to adjustment based upon E!bit Trade & Retai! Ltd.'s financia! statements as o f  the closing date.

On March 22, 20 !2, w e entered into a termination agreement with G-Star International B.V. to end our exclusive license to distribute G-StarTM products in !srae! within the time period set 
forth in the agreement.
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Foltowing the assignment o f the franchise agreement to it from E!bi! Trade & Retai) Ltd., Elbit Fashion is the exclusive !sraeti distributor and retaiter o f  the intemationaHy renowned retai) 
brand name M ANGO-M NG^. The exctusive distribution rights for Mango products in !srae) were granted to us by Punto Fa for a ten-year period ending in 20! 5. Under the agreement with 
Punto Fa, Etbit Fash!on has agreed to guarantee annua! minimum purchases at rates and subject to terms and conditions specified in the agreement. Etbit Fashion has atso entered into an 
agreement with Punto Fa pursuant to which Punta Fa provides certain marketing, pubtic retations and store-support services to Etbit Fashion. Etbit Fashion currentty operates 26 Mango stores in 
tsraet, with an additiona[ store currentty under construction.

Our other activities consist o f (a) various venture capita) investments and (b) investments in hospitats and farm and dairy ptants in !ndia.

We have presentty decided to suspend our investment activities in hospitats and farm and dairy ptants in !ndia unti! we are satisfied that the economy has recovered sufficiency to

34.47% on a fully dituted basis. (*)

Devetopment and marketing o f products that enabte a transparent tink between the newspapers' 
traditiona! printing systems and the wortd o f  e-pubtishing. These products enabte newspapers and 
magazines to au tom atica l present tbeir printed edition on the Internet, white supporting e- 
commerce appiications, personalization and interactive advertising. A!so devetops and markets 
digitat archive services for newspapers and tibraries.
Devetopmg tabets for improving togisticat chain ("cotd chain") o f manufacturers. Varcodc uses <ts 
FreshCode products to monitor anomaties and improve the shetf tife o f perishabtes.

{*) !n addition (i) we have guaranteed a $250,000 bridge toan that was extended by a third party to Varcode Ltd. ("Varcode") the due date o f which is August 30, 20!2  (provided however that 
tender may acceterate the due date by a 30-day notice) and (ii) extended oursetves to Varcode a $290,000 bridge toan, the due date o f  which is the date in which the aforementioned bridge

Revenues classified by geographical markets and by business segments

The fottowing tabte sets forth our breakdown o f  revenues by each geographic market in which we operate, for each o f the tast three years (in NIS thousands):

Convenience 

20H2009

!83,552 171,275 132,02! 48,038
!7 !,359 484,617 293,92! 44,847
246,860 232,044 241,866 64,606
350,788 568,413 !9,122 9 !,805

58,740 17,363 9,870 !5,372
!,0!!,298 1,473,7 !2 696,800 264,668

Centra! and Eastern Europe
United States
Others
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The following table sets forth our breakdown of revenue by business segments for each of the last three years (in NIS thousands).׳

Translation in U.S. 
DoHars for

2011 2010 2009 2011

U.S. Rea! Property 
Hotels

Other
Tota! Revenues
Gain from bargain purchase -  U.S. Rea! Property 
Gain from changes o f  shareho!ding in investee 
Total

Seasonality

The U.S. shopping center business is, to some extent, seasona! in nature with tenants typicaHy achieving the highest !eve!s o f  sa!es during the fourth quarter due to the ho!iday season, 
which gcnera!!y resutts in higher percentage rent income in the fourth quarter. AdditionaHy, shopping centers eam most o f  their "temporary" rents (rents from short-term tenants) during the 
hotjday period.^Thus, occupancy !eve!s and revenue production are genera!!y the highest in the fourth quarter o f  each year. Resu!ts o f operations rea!ized in any one quarter may not be indicative

The business activities o f  our hotets, espcciaHy in Western Europe, arc influenced by severa! factors that affect our revenues and gross operating profit. These factors inctude (i) 
fluctuations in business activity in certain seasons, which affects the votume o f traffic in the business community, (ii) hotiday seasons, such as Christmas and Easter and (iii) weather conditions, 
!n Western Europe, these factors gencra!!y cause the first and third quarters to be weaker than the second and fourth quarters.

The first quarter, which is the period immediatety foHowing the Christmas season and the height o f  the European winter, is traditionary characterized by lower revenues and gross 
operating profit resutting from tower occupancy rates and reduced room rates. During the third quarter, there is generatty a decrease in tocat business activities due to the summer holidays, which, 
together with a tendency for tocat tourist traffic to seek out resort destinations, atso generates stower resutts. This is offset somewhat by increase in international tourism, but the impact o f  this 
increase is, in tum, offset by lower room rates, particutarty for groups.

However, during the second quarter, there is generalty a marked increase due to more favorable weather conditions (spring to ear!y summer), the Easter hotiday and the corresponding 
revivat o f both business and tourist activity. The fourth quarter is usually the strongest period due to increased business in October and November, the Christmas and New Year's holiday season

!02,895 !02,937 29,240
!62,688 93,07!
602,599 396,736 74,993
33,63! 73,318 !3,935

- - 927
!74,817 1)8,386 48,038

- 3,423 400
1,076,630 696,800 260,624

397,082 -
- 4,044

1,473,7! 2 696,800 264,668
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inctuding Etbit Fashion, commences discount sates to the pubtic, which consequentty increases Etbit Fashion's revenues and causes a decrease in the gross profit margin for such periods, !n 
addition, Etbit Fashion's revenues may fluctuate due to seasonat purchasing by consumers, especiatty around hotidays, such as Passover, which usuatty fatts in the second quarter, and the 
Jewish New Year and other hotidays, in the third and fourth quarters.

Patents and Proprietary Rights; Licenses

PC is the registered owner o f a European Community trademark "Ptaza Centers + figures." During 2008, both we and PC have apptied to the Trade Mark Registry in India, for the 
registration o f trademarks for our Indian operations. The Indian apptications are stitt pending.

Pursuant to our agreements with Rezidor, our hotets are managed under the names: "Radisson Btu" and "Park Inn." We have atso registered our CenterVitte operations as a trademark in 
Romania, tn November 20t0  we entered into an agreement with Rezidor pursuant to which the CenterVitte apartment hotet, which is tocated next to the Radisson Btu Bucharest Hotet, wit! be 
managed by Rezidor so that both hotets witt be operated as one comptex, under the "Radisson Btu" brand.

!nSightec's intettectua) property inctudes ownership o f 107 patents, out o f  which 40 are registered in the United States, 5$ in various European countries, six in Japan and six in China, !n 
addition, !nSightec has submitted 60 patent apptications, which remain pending and in process.
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in addition to severa) ad hoc entrepreneuria) projects, there are a number o f significant groups operating shopping and entertainment centers in CEE with whom we compete directty, 
namety Gtobe Trade Centre SA, ECE Projekt Management GmbH and TriGranit Hotding Limited. We compete with these chains, and with other devetopers, in the prc-deve!opment stage, in the 
cost o f  acquisition o f  such sites, in the devetopment stage (in retaining suitably quatified architects, consuttants and contractors) and in the operationat stage, if the centers compete for the
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Many o f these other companies are larger than us. However, we believe that our hotels nevertheless offer quality and value for competitive prices. In addition, our cooperation with 
Rezidor, using the Radisson Blu and Park Inn brands assists us in gaining recognition, as Rezidor is one o f  the fastest growing management companies in Europe.

The competition in the MRgFUS products field can be divided into two main categories: alternative minimally invasive surgery, or MIS, methods and competing image guided high

With respect to MIS methods, in general, there are already tissue ablation methods in various MIS versions (e.g., radio frequency electromagnetic energy inserted into the body by a 
special needle, microwave ablation, laser and cryoablation, embolization, and irreversible electroporation), which are potential competitors o f [nSightec. Several o f  these are still undergoing 
clinical studies for various applications and are not FDA approved for certain or any applications. [nSightec is not presently aware o f  any FDA (or CE marking) approved non-invasive treatment

[nSightec faces competition from both traditional and minimally invasive solutions for the treatment o f  uterine ftbroids and the other medica! conditions that [nSightec has targeted for 
its future applications. Traditional treatment methods for uterine fibroids and other medica! conditions that InSightec has targeted for product development are more established, accepted and 
practiced widely among physicians, and reimbursed by healthcare insurance, [n addition, there are potential competitors developing alternative treatment options for various medical indications 
some o f  which may be relevant for the treatment o f  uterine fibroids. However, we are not aware o f any MRt-guided treatments, or completely non-invasive procedures for that matter, for uterine 
fibroids or other medica! conditions that are approved for commercial use or arc in advanced stages o f  clinical trials. Potentially competitive technologies inctude laser therapies, radio frequency

!n recent years, GE's main competitors in magnetic resonance imaging, Philips and Siemens, have developed MRgFUS devices־ Philips designs and manufactures their own system  
whereas Siemens has partnered with Chongqing Haifu, a Chinese manufacturer o f therapeutic ultrasound systems, !n 20] 0 Philips announced that their MRgH[FU Sonalleve device for treatment 
o f  uterine fibroids received a CE Mark and is available commercially in Europe and other countries that recognize the CE regulation. [1! 2011 ECR Philips also announced that Sonalleve has been 
cleared for treating painful bone metastases. As o f January 2012, Philips has installed at least 22 systems worldwide. Some sites are participating in an FDA Phase [[[ study for the treatment o f  
uterine fibroids. This validates the uterine fibroid application for which [nSightec's ExAblate received FDA approval in 2004. Siemens and Chonqing Haifu have treated 23 patients in a Chinese 
study, and one paper has been published on this data. Siemens/Chonqmg has no systems installed outside o f  China and as o f  20) I it is not clear whether this partnership still exists.

We are currently aware o f two Chinese companies (YDME and Chongqing Haifu) that have developed ultrasound guided HtFU devices to treat cancer, [n 2008, YDME received FDA 
approval to start a phase [ pancreatic cancer study in the United States but terminated that study due to its own financial reasons. The Chongqing Haifu system is used for initial clinical trials in 
China, including uterine fibroids as mentioned above. There are two HfFU companies that have developed devices specific for the treatment o f prostate cancer. A French company called EDAP 
TMS and a U.S. company called USHfFU LLC offer ultrasound-guided focused ultrasound devices for treating prostate cancer. Both are conducting FDA Phase [[[ clinical trials for full gland

[n the area o f  treating brain disorders (tumors, CNS, stroke, mediated drug delivery) using MRgFUS, InSightec faccs potential competition from the French company Supersonic [tnagine. 
The company has been developing a product similar in capabilities to [nSightec's ExAblate Neuro device. The Supersonic tmagine device is still in a pre-clinicat development stage.
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!n !ndia, the term "rea! estate" has not been formaNy defined. A reference !0 this term is found in the Nationat !ndustriat Ciassification Code, !987 ("N!C Code") under Group 820, which 
deats with the purchase, sa!e, !etting and operating o f  rea! estate such as residentia! and non-residentia! bui!dings, deve!oping and sub-dividing rea! estate into !ots, !cssor o f  rea! property, rea! 
estate agents, brokers and managers engaged in renting, buying and setting, managing and appraising rea! estate on a contract or fee basis. The FDI Po!icy (as defined betow) refers to the term 
"reat estate business," which inc!udes dea!ing in !and and immovable property with a view to earning profit or income therefrom. Foreign direct investment ("FD!") in the rea! estate sector in 
!ndia is governed by provisions o f the Foreign Exchange Management Regutation and the consotidated FD! poticy issued by the Department o f !ndustriat Poticy and Promotion o f  the !ndian 
Ministry o f  Commerce and !ndustry, through various Press Notes ("FD! Poticy"). The tast retease with respect to the FD! Poticy was a Consotidated FD! Poticy circutar issued by the Department 
o f !ndustriat Poticy and Promotion (D!PP) o f  the !ndian Ministry o f Commerce and !ndustry, made with effect from Aprit !, 20!0 . FD! in reat estate business is restricted under the FD! Poticy, as 
stipu!ated in Press Note 2 (2005 Series) and Press Note 2 (2009 Series) and the Conso!idated FD! Poticy issued by the Department o f  !ndustriat Poticy and Promotion o f  the Indian Ministry o f  
Commerce and Industry. Under the FDI Poticy, FD! is attowed up to !00% under the automatic route in townships, housing, bui!t-up infrastructure and construction־deve!opment projects (which 
indudes, but is not restricted to, housing, commercia! premises, hotets, resorts, hospita!s, educationa! institutions, recreationa! faci!ities, city and regiona! tevet infrastructure), subject to 
restrictions pertaining, inter atia, to the fottowing matters: (a) minimum area to be devetoped under each project; (b) minimum capitatization for each project; (c) non-repatriation o f originat 
investment (lock-in period); (d) project completion schedute; (e) conformance with tocat taws and appticabte standards; (f) obtaining necessary approvats; and (g) supervision by the state 
government/ municipat/tocat body concerned.

Under the Foreign Exchange Management (Acquisition and Transfer o f !mmovabte Property in India) Regutations, 2000, we cannot acquire any agricutturat tand without a prior approva! 
of the Reserve Bank o f India ("RBI") and proposals re!ating to acquisition o f  agricutturat tand are considered in consuttation with the Government o f India, and such approval process can be time

Due to the urbanization process in !ndia, former agricutturat tands and viltages were merged into expanding urban areas, and as a resu!t, those !ands and the buildings that were bui!t on 
them became subject to various municipal regimes, some o f which that were legislated by municipal authorities that no longer exist. As a result, in certain locations throughout India, it is 
impossibte to initiate rezoning activities and/or obtain buitding permits from the currently governing municipal authorities, with respect to lands and buildings that were handled by the former

Certain Shopping and Entertainment Centers projects, as welt as our other projects in India, are being carried out through joint ventures with Indian partners. The RBI has amended 
certain provisions under the Foreign Exchange Management (Transfer or Issue o f  Security by a Person Resident Outside India) Regutations (2000), retating to the pricing norms for issuance o f  
shares by an Indian company to persons residing outside India. These regulations include provisions stipulating that the shares o f  an untisted company have to be issued at a price not less than 
the fair valuation, and in case o f  issuance on preferential aHotment, the issuance price cannot be less than the price as appticabte to transfer o f  shares from resident to non-resident as per the 
pricing guidetines taid down by the RBI from time to time, according to the fair vatuation o f  the shares.

turns out to be polluted, such a finding wilt adversely affect our abitity to construct, devetop and operate a shopping and entertainment center, a hotet or a residentia! project on such property. 
This may have a significant impact on development budget and schedules and may have a detrimental effect on the viability or marketability o f the development or cause tegat liabitity in 
connection with a portfolio asset. We may be liable for the costs of removal, investigation or remedy o f  hazardous or toxic substances located on or in a site owned or !eased by us, regardless o f
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C. ORGANIZATIONAL STRUCTURE

DIRECT/INDIREC1
OWNERSHIP

ABBREVIATED NAME COUNTRY OF ORGANIZATION PERCENTAGE
BEA The Nether!ands 100%
Etbit Medica) Israe! 89.97% (!)
InSightec Israel 63.9% <D
Gamida !srae! 3 !.6% (3)
EPI Cyprus 50% «X3)
E!bit P!aza USA USA !00% (6)
- USA 100% (7)
- USA !00% (7)

EPN (together with EPN EDT Ho!ding
USA !00% (3)

11, LLC) USA 43.3% (9)
EPN (together with EPN GP, LLC) USA 47.3% (9)

Israe! !00%
EUBV Luxembourg 100%
PC The Nether!ands 62.52% C0)

NAME OF COMPANY
BEA Hotels N.V.

InS i^ tec Ltd.
Gamida Ce!t Ltd.

Elbit Plaza India Rea! Estate Holdings Limited 
E!bitP!azaUSA, L.P.
E!bit USA, LLC 
E!bit USA II, LLC 
P!azaUSA,LLC 
EPN CP, LLC

EPN EDT Holding n, LLC

E!bit Ultrasound (Luxembourg) B.V. /  S.a.r.!. 
P!aza Centers N.V.

(!) 93.47% on a fu!!ydi!uted basis.

(3) Hetd through E!bit Medica!.

(6) We hotd 50% in Etbit Ptaza USA directty, and an additiona! 50% through PC.
(7) We ho!d 50% in E!bit USA, LLC and E!bit USA !1, LLC directty and an additiona! 50% indirectty through PC (atthough at! o f  the risks and benefits with respect to those entities are vested 

(9) !ndirect!y he!d through PC, E!bit P!aza USA., Etbit USA, LLC, Etbit USA !!, LLC and Ptaza USA, LLC, provided that onty 2! .64% is owned by us and the remaining 2! ^64% is owned by PC.

PROPERTY, PLANTS AND EQUIPMENTD.
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We tease approximatety !,900 square meters o f  space, inducting storage area (not inctuding parking ptaces o f 50 square meters) for management and administration purposes in an office 
buitding in Tet-Aviv, tsraet, unti! September 20!6  with an option to extend the !ease for a !0-year period. Aggregate renta! fees (induding management fees and index !inkage pursuant to the !ease 
agreement, and exduding VAT) paid by us in 2 0 !! , with respect to such !ease were approximatety NIS 2,4!6,800 (approximatety $632,305).

In addition, we tease approximatety 240 square meters (not inctuding parking) in an office buitding in Herztiya, Israet, for an annuat rental fee of NIS 187,076 (approximatety $48,960).

We tease approximatety 5 1.2 square meters (569 square feet) o f  space for management and administration purposes in Skokie, Ittinois, USA, unti! September 30, 20 !3, with no option to 
extend the !ease. Aggregate renta! fees paid by us in 2 0 !! with respect to such !ease were approximatety $38,000.

PC's headquarters are tocated in an office buitding tocated on Andrassy Boutevard, Budapest, Hungary. The buitding is tocated on an 800 square meter ptot and consists o f  four floors 
an atrium and a basement, with a tota! built area o f approximatety 2,000 square meters.

PC atso owns a vi!!a converted into an office building, !ocated in the center o f  Bucharest. The tota! office area is approximately 700 square meters buitd on a ptot o f  approximatety 600 
square meters and consists o f  three floors, a basement and a garage.

Etbit Fashion teases approximatety 550 square meters o f  office space in Tet Aviv, Israet, for its management and administration activities (not inctuding stores) unti! June 20 !3, with an 
option to extend the !ease for a 10־year period. Month!y renta! and management fees payab!e by E!bit Fashion are NIS 48,000 (approximatety $ 12,562).

E!bit Ptaza India Management Services Pvt. Ltd. and HOM India Management Services Pvt. Ltd. tease on a 50-50% basis approximatety 752 square meters o f  office space in Bangatore, 
Karnataka, India, for its management and administration activities. The term o f  the tease is unti! August 30, 20!4, with an option to extend the !ease for an additiona! three-year period. Monthly 
renta! and management fees payable by EPI are INR 567,000 (approximately $ 10,640) and INR 24,300 (approximatety $456), respectivety.

InSightec leases its main office and research and development facitities, !ocated in Tirat Carme!, Israel, pursuant to a lease that expires in September 20! 3, with an option to renew the 
!ease for up to 30 months. Pursuant to such agreement, InSightec occupies approximately 6,01! square meters in Tirat Carme! and Or-Yehuda. Tota! annua! renta! expenses under these leases arc 
approximately $1.2 miHion. InSightec a!so !eases offlccs in Daltas, Texas for an annua! renta! fee o f approximatety $!40,000, and offices in Japan, Tokyo for an annua! renta! fee o f approximately 
$36,000.

ITEM 4.A. UNRESOLVED STAFF COMMENTS.

!TEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS.
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app)icab)e tenders to the assignment and assumption o f  the above mentioned assumed debt, and satisfaction o f certain other dosing conditions. See "!tern 4 .B Business Overview -  
United States Reat Property - Reat Estate Investment Portfotio - EDT Retai) Trust."

2011
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pledged 29% o f PC's outstanding shares.

On July !4, 20! ! ,w e  conctuded the off-market takeover bid made by EPN EDT Hotdings H, LLC ("EPN Hotdings") in March 2 0 !! , for a!! o f the units in EDT not a!ready he!d by EPN 
Hotdings and its affitiates. As a resutt o f the purchases o f  EDT's units during the offer period, EPN Hotdings and its affi!iates increased their interest in EDT from approximatety

RE!Tsithe!dtotheFund).

7!



2010
* On December 3 ) ,  20! 0, we sotd to PPHE at! o f our hotdings in three companies that own three hotets in London, Engtand, for a tota) consideration o f f2 !  miHion (approximatety $28 

miHion), representing a tota) estimated asset vatue for the hotets o f 6230 miHion (approximatety $308 miHion). The consideration was paid in a combination o f toans, an issuance of 
shares o f PPHE and a possibte additiona! payment that is subject to adjustments. Prior to this transaction, these hotets were jointty owned by us and PPHE and were managed by 
PPHE. For additiona) information, see "!tem 4.B. Business Overview -  Recent Acquisitions and Dispositions o f Hotets."

* On December 29, 20)0, EPN Management signed an agreement to purchase seven retai) shopping centers )ocated in the states o f  Georgia, Oregon and F)orida from certain affHiates 
o f Charter Hatt Retai) RE!T. FoHowing the signing of severa) amendments, EPN acquired one of the assets )ocated in Attanta, Georgia (RosweH Crossing) for a purchase price of  
approximatety $2t.3 miHion and assumed a bank toan o f approximatety S!4 miHion. For additiona] information, see "Item 4.B. Business Overview -  United States Reat Property -  Rea! 
Estate !nvestment Portfotio - Charter HaH Retai! REIT."

* On November 29, 20 tO, we compteted a refinancing of three o f our jointty controtted hotets in London - the Park Ptaza Riverbank, the Park Ptaza Victoria and the Park Ptaza Shertock 
Ho!mes. The refinancing invo!ved 5-year term facilities tota!ing f  !65 miHion (approximatety S2!9 mittion) with Aareat Bank AG, maturing in November 20!5. The hotets were 
previous!y financed by a f !  95 miHion (approximate^ $306 miHion) faci!ity (with f  !8 !.9  miHion outstanding, or approximatety $285.5 mittion) from Gotdman Sachs Internationa), which 
was due in March 20) t. !n addition to the new faci!ities, PPHE and us provided an equity injection o f f!!6.6 miHion (approximatety $26 mittion) o f which f7 .7  mittion (approximatety 
St 2 mittion) was provided by us, in order to enab)e the borrowers to repay the ba)ance o f  the amount that was outstanding to Go)dman Sachs. PPHE and us severaHy guaranteed 
certain o f the borrowers' obtigations, p)us interest in a tota) amount o f f25 .8  miHion (approximatety $40.5 miHion), o f  which our share amounts to f t  ! 9  miHion (approximate)y $!8.6 
miHion). The facitities are non-recourse to us or any other company affHiated to us, other than the borrowers and their subsidiaries. For detai)s regarding the sate o f  these hote)s to 
PPHE at the end o f  20t0, see above.

* On November 24, 20t0, we dosed a transaction to restructure our ho!dings in the medica! companies !nSightec and Gamida under E!bit Medica!. In consideration for our shares of 
InSightec representing 65.9% o f  InSightec's outstanding share capita! and our shares o f  Gamida representing 3 !.6% o f  Gamida's outstanding share capita! at that time, we were 
issued shares o f  E!bit Medica! representing a 90% interest in E!bit Medica! and were granted options at zero exercise price to acquire shares o f  E!bit Medica! which together with the 
shares issued represented shareho!ding o f  97.9% in E!bit Medica!, on a fuHy di!uted basis. On December 8, 20 !0 , E!bit Medica! issued shares in a private p!acement in the aggregate 
amount o f  NIS !9 miHion (approximatety $4.8 miHion), including a two year option to invest an additiona! aggregate amount o f  NIS !9 miHion (approximatety $4.8 mittion), at! at a pre- 
money vatuation o f Etbit Medica! o f  NIS 800 miHion (approximatety $202 miHion). FoHowing the completion o f this private p!acement, we ho!d 93.4% o f E!bit Medica!'s share capita! 
(on a futty dituted basis). For additiona) information, see "Item 4.B. Business Overview -  Medica) Companies."

* On November 24, 20)0, we competed a private ptacement o f  NIS 35 miHion (approximatety $ !0  mittion) principat amount o f our Series D Notes as an expansion to the existing Series 
D Notes traded on the TASE.

.  In November 20!0, PC announced the comp)etion o f the first tranche o f a bond offering to Po!ish institutiona! investors. PC raised an amount o f  PLN 60 miHion (approximate^ $2! 
miHion) from the bond offering with a three year maturity bearing interest o f  six month Po)ish WIBOR p)us a margin o f 4.5%.

.  On Ju)y 22, 20 !0 , EPI entered into a new framework agreement with respect to the Bangatore Project, due to changes in the market conditions and to new commercia! understandings 
between EPI and the third party seHer o f  the project, pertaining, inter a!ia, to the joint devetopment o f  the project and its magnitude and financing, the commerciat re!ationships and
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N !S46!.5 million (approximatety $!30 miHion) for gross proceeds ofapproximatety NIS 459 miHion (approximately $!29 mitlion.

.  !n June 20 !0, EPN competed an investment o f approximatety $! !6  mi!!ion in EDT, a trust traded on the Austra!ian Stock Exchange. FoHowing the comptetion o f  the transaction, EPN 
was EDT's !argest unit ho!der, hotding an approximate 48% ownership interest in EDT. For additiona! information, see "Item 4.B. Business Overview -  United States Rea! Property -

* !n June 20!0 , the Fund raised $3! miHion in capita! commitments from Menora and certain o f  its affiliates. For additiona! information, see "Item 4.B. Business Overview -  United 
States Rea! Property -  U.S. Rea! Property Joint Venture."

+ In Apri! 20! 0, we, together with PPHE, acquired the Ho!iday Inn Schipho! Hote! !ocated near the Amsterdam Schipho! Airport, for a purchase price o f  €30 miHion (approximately $40 

2009
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For our property, ptant and equipment (mainty hotets), we evatuate the existence o f  any dectine, and hence, the need for an impairment toss on our rea! estate assets (operating or under 
construction), when indicators o f  impairment are present. Such evatuation is based, on the higher o f (i) estimated setting price in the open market or (ii) the estimated vatue-in-use, based on 
discounted operationat cash ftows (before interest and income tax charges), expectcd to be generated by those assets ("Recoverabte Amounts")

For our trading property (commerciat centers designated for sate and residential, such evatuation is based on the estimated setting price in the ordinary course o f  business !ess att 
estimated costs o f  comptetion and cost necessary to make the sa!e ("Net Reatizabte Vatue"). See note 8H to our annua! conso!idated financia! statements.

Estimations o f  the Recoverabte Amount and/or Net Reatizabte Vatue invotve, in generat, criticat estimation and takes into account speciat assumptions in the vatuations, many o f  which 
are difficutt to predict in respect o f  the future operationa! cash flows expected to be generated from the rea! estate asset and the yietd rate which wit! be app!ied for each rea! estate asset. Actua! 
resutts coutd be significantty different than the estimates and coutd have a materiat effect on the financia! resutts.

Determination o f  the operationat cash flow expected to be generated from the reat estate asset is based on reasonabte and supportabte assumptions as wett as on historicat resu!ts 
adjusted to reflect our best estimate o f  future market and economic conditions that management beHeves wi!! exist during the remaining usefu! !ife o f the assets. Such determination is subject to 
significant uncertainties, !n preparing these projections, we make assumptions, the majority o f  which retate to market share o f the rea! estate asset, benchmark operating figures such as 
occupancy rates and average room rates (in respect o f  hotets) rentat and management fee rates (in respect o f  shopping and entertainment centers), setting prices o f  apartments (in respect o f  
residentiat units), time period to comptete the reat estate assets under construction, costs to comptete the estabtishment o f  the rea) estate asset, expected operationat expenses and others, !n 
addition the process o f  construction is !ong, and subject to authorization from !oca! authorities, !t may occur that buitding permits wi!! expire and wi!! cause us additiona! preparations and costs, 
and can cause construction to be de!ayed or abandoned.

The yietd rate reflects economic environment risks, current market assessments regarding the time vatue o f  money, industry risks as a whote and risks specific to each asset, and it a!so 
reflects the return that investors wou!d require i f  they were to choose an investment that wou!d generate cash flows o f amounts, timing and risk profite equivatent to those that we expect to derive 
from the assets. Such rate is generaHy estimated from the rate imp!ied in current market transactions for simi!ar assets.

We are invo!ved in !itigation and other contingent !iabi!ities in substantia) amounts inctuding certification requests for dass actions. See note 23B to our annua) consotidated financia) 
statements. We recognize a provision for such )itigation when it is probabte that we witt be required to settte the obtigation and the amount o f the obtigation can be retiabty estimated. We evatuate 
the probabitity and outcome o f these titigations based on, among other factors, tegat opinions and consuttations as wett as past experience. The outcome o f  such contingent tiabitities may differ 
materiatty from management's assessment. We periodicat)y evatuate these assessments and make appropriate adjustments to the consotidated financia! statements, !n addition, as facts 
concerning contingencies become known, we reassess our position and make appropriate adjustments to the consotidated financia) statements.

The catcutation o f  our tax tiabitities invotves uncertainties in the apptication and/or interpretation ofcom ptex tax taws, tax regutations and tax treaties, in respect o f various jurisdictions in 
which we operate and which vary from time to time, !n addition, tax authorities may interpret certain tax issues in a manner other than that which we have adopted. Shoutd such contrary 
interpretive principtes be adopted upon adjudication o f  such cases, our tax burden may be significantty increased, !n catcutating our deferred taxes, we are required to evatuate (i) the probabitity 
o f the reatization of our deferred income tax assets against future taxable income and (ii) the anticipated tax rates in which our deferred taxes woutd be utitized. See atso note 23B5 to our annuat 
consotidated financiat statements.
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Penalties and guaranties are pan o f  our ongoing construction activities, and result from obligations we have towards third panics, such as banks and municipalities. Our management is 
required to provide estimations regarding risks evolving from such potential guarantees or penalties that we may have to settle, tn addition, our operations in the construction area are subject to 
valid authorizations and buitding permits from local authorities. Under certain circumstances we are required to determine whether the buitding permits we obtained have not yet expired. It may 
occur that building permits have expired which might impose on us additiona! costs and expenses, or delays and even abandonment o f  projects under construction.

We are involved in derivative transactions (mainly PC's swaps transactions, the Eastgate warrant and PPHE catl option for the PPHE shares sold under the UK and Dutch hotels sale 
transactions( (see note 9A(iv) and note 20 ii to our annual consolidated financial statements) and share based payment arrangements adopted by us (see note 25 10 our annuat consotidated 
financial statements). The derivatives and the cash settted share based arrangements arc measured at fair vatue at each balance sheet date.

Equity settled share based arrangements arc measured at fair value as o f  the grant date. The fair value o f  the abovementioned instruments is determined using vacation  techniques 
which require management to make judgments and assumptions regarding the following variables in respect o f  each instrument:

* Derivative transactions with respect to PC's swap transactions: mainly the interest rate yield curves o f  the adjusted NtS and EURO

* With respect to Easteatc's warrant and the PPHE catl option: the expected volatility o f PPHE and our shares and the probability and the term for a "transaction" (as defined in

* Share based payment arrangements: the share price in respect o f  option ptans adopted by our private investees which has no quoted market price; the expected stock price 
votatitity over the term o f the plan; and actual and projected employee stock option exercise behaviors.

The fair value o f these instruments was generally computed based on vacations o f  third party experts.

As o f December 3 ), 2 0 11, we determined the fair value o f investment properties substantially based on the asset's fair vatue as reftected in the January 2 0 12 agreement for the sale o f  47 
properties which foltowed a proposed purchase price offer presented to us towards the end o f December 2 0 11, the fair vatue o f which as o f December 3 ) , 2 0 H , represents 90% o f  the total fair 
value o f  our portfolio (See also note 3 1C to our annual consotidated financiat statements). For the remaining assets we used the same methodology as in December 2010, which is described below.

As o f  December 31, 20)0 , we determined the fair value according to accepted cvatuation methods for real estate properties. The factors taken into account in assessing valuations may

76



* C o m p a riso n s  !0 v a c a t io n  p r o f e s s io n a l  perfo rm in g  v a!uation  ass ig n m en ts  a c ro ss  th e  m arke t.

W hen the fa ir v a iu e  o f  investm en t p roperty  is de te rm in e d  based  upon th e  d isco u n ted  cash  flo w s ("D C F ") ap p ro ach , w h ich  is the m ajo r m ode! w e im p !em en t, th e  assu m p tio n s  u n d e r ty in g  
the m ode), as w e!! as th e  ab i!ity  to  su p p o rt them  by m eans o f  o b je c tiv e  and  re aso n ab te  m ark e t d em o n s tra tio n s , so th ey  can  be v iew e d  as assu m p tio n s  th a t m a rk e t p a r tic ip a n ts  m ay hav e u se d , are 
s ig n if ican t in d e te rm in in g  th e  fa ir v a tu e  o f  the in v estm en t p ro p erty . A m o n g  th e  p red o m in an t assu m p tio n s  th a t m ay ca u se  su b stan tia! c h a n g es in th e  fa ir v a tu e  w h ite  u sin g  the D C F  m ode) are : the 
ca p ita !iza tio n  ra te , th e  ex p e cted  net o p era tin g  incom e and  th e  in terest ra te  fo r d isco u n tin g  the cash  flow s; at) c o n sid e rin g  th e  deg ree  o f  ce rta in ty , o r  u n c e rta in ty , o f  the m arke ts in w h ich  w e

W eigh ted  av e rag e  capitaH zation  ra te

(*) W eigh ted  by  A B R  (A nnua! B ase R ate).

T he ab o v e  key  assu m p tio n s have been  taken  from  the ta tes t v a tu a tio n s  fo r att the in v estm en t p ro p e rtie s  tha t w ere p e rfo rm ed  as o f  D e cem b e r 3 ! ,  2 0 ! ! .

8 J %
5.0(*)

n .2 %
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M an a g em en t's  p rim ary  a rg u m e n ts  in c tu d e: (i)  b e in g  the transaction  one o f  s ig n if ican t size  in te rm s o f  tota! c o n s id e ra tio n  and  n u m b er o f  asse ts  to  be s o ! d -  $ !.4 3  bi!!ion (o f  w hich  $639 
miHion assu m ed  b o rro w in g s) and  47 asse ts , (ii)  the !ack o f  po ten tia! o f  b u y ers  fo r a portfo tio  o f  th e  size  o f  E P N 's. (iii) cu rrcn t recession  in the rea! es ta te  m ark e ts , bo th  in th e  U .S . and  gtoba! 
ec o n o m y , an d  s tress  in th e  cap ita ! m ark e ts , w h ich  ra ise  s ig n if ican t u n ce rta in ty  fo r a tran sa ctio n  o f  th a t s ize  to  be c o m p e te d  w ith in  one y ea r, (iv ) the d o s in g  o f  th e  tran sa c tio n  is su b je c t to  the 
co n se n t o f  fo u r d iffe ren t tenders  w ith  re sp ec t to  b o rro w in g s  in the tota! o f  $639 m i!!ion to be assu m ed  as  part o f  th e  tran sa ctio n , (v ) no n -re fu n d a b !e  d e p o s it  w as no t p a id  by  th e  p o ten tia ! 
pu rc h aser as o f  D ecem ber 3 ! ,  2 0 ! ) ,  (vi) EPN  m an a g em en t's  ow n ex p erien ce  w ith  p ast tran sactio n s  it has been  invo tved  in, an d  (v ii) a pu rchase  and sa te  ag reem e n t, n o r !e tter o f  in ten t w ere

79



20!! 2010 M M 20!!

C o n v e n ie n c e
T ran s!a tio n

(in  N1S th o u san d s) ( in S th o u s a n d s )
(e x cep t for per-sh are  d ata )

397,082
־,:״׳ 198,777 -f. , . . . ׳

!3,450 - 31,!06 4,044
1 1 5270 102,895 85,466 30,167
!00,8!8 40,226 3,423 26,386
254,806 122,462 - 66,686
286,548 403,822 396,736 74,993

53,324 33,631 61,683 13,956
!85,082 !74,817 !!8 ,386 48,436

1,01!,298 1,473,712 696,800 264,668

!59,626 156,745 !69,253 4 !,776
112,262 50,571 ־ - 29,380
240,784 3 4!,29! 353,229 63,016
101,498 63,973 67,403 26,563
2! !,743 !97,574 !34, )42 55,4!6

62,851 58,514 73,959 !6,449
6!,857 65,292 66,!53 !6 ,!89

7,568 827 5 14,039 1,980
257,37! 364,030 283,546 67,358
(65,571) (40,927) (92,725) (17,161)

(278,360) 49,666 70,702 (72,850)
309,885 84,664 260,225 81,099

!,!81,514 1,399,668 1,399,926 309,215

(170^16) 74,044 (703,126) (44,547)
86,550 4,920 (35,571) 22,651

(256,766) 69,124 (667,555) (67,198)
9,737 4,40! !6,550 2,548

(247,029) 73,525 (65!,005) (64,650)

(264,919) 61,998 (530,942) (69,332)
!7,890 !1,527 (!20,063) 4,682

(247^029) 73,525 (651,005) (64,650)

(11.04) : 2 2 8 (21.51) (2.89)
0.39 0.17 0.65 0.1

(10.65) 2.45 (20.86) (2.79)

(1105) 1.96 (21.53) (2 8 9 )
0.39 0 .!7 0.65 0 !

(10:66) 2.13 (20.88) (2,79)
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afo rem en tioned .

( in )  C ost o f  hote! operations and  m anagem ent dec reased  to  N IS  2 4 ) m i!!ion ($63 m iH ion) in 2 0 ! !  com pared  to N !S  3 4 ! m iHion in  2 0 !0 . T h e  d ec rea se  w a s m ain!y  a ttribu tab le  to  th e  sa!e 
o f  th e  hote!s in L ondon  in D ecem ber 2 0 !0  as afo rem en tioned .

in 2 0 !0 ) . P P ( P
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(i) C ain  from  changes in fa ir va tue  o f  financiat in strum en ts (m easu red  at fa ir vatue through profit and  toss (m ain ty  PC 's no tes)) am oun ted  to N !S  356 m ittion  ($93 m iH ion) in 
2 0 ! !  com pared  to  a !oss o fN IS  234 miHion in 2 0 !0 ;

(ii) L oss from  ch a n g e  in fa ir  va!ue o f  deriv a tiv e s  an d  em b e d d ed  d e riv a tiv e  (m ain !y  sw ap  transactions) ex e cu ted  by  PC  in respect o f  its n o tes  a m o u n ted  to  N IS  63 m iH ion ($ ! 6

(XI) Im pairm ent and  o ther expenses, net, increased  to  N IS  3 ! 0  miHion ($8 ! m iH ion) in 2 0 ! !  com pared  to  N IS  85 miHion in 2 0 !0 .  T he increase w as a ttr!butab!e to  the im pairm ent in PC 's 
trad ing  property  in E astern  Europe in the am oun t o fN IS  283 miHion ($74 miHion) in 2 0 ! !  com pared to  N IS  44  miHion in 20! 0.

A s a  resutt o f  the forego ing  factors, w e recogn ized  !oss before tax  expenses in the tota! am oun t 0fN !S  !7 0  miHion ($45 miHion) com pared  to  pro fit in  th e  am oun t 0fN ! S  74  m iH ion in 2 0 !0 .

Tax expenses am ounted  to N IS  87 miHion ($23 m iH ion) in 2 0 ! !  com pared  to N IS  5 miHion in 20 !0 . T he increase in tax expenses is a ttribu tab te m ain ty  to  tim ing  d iffe rences re!ated to our 
o p era tio n s  in th e  U .S . and to  P C 's d eb e n tu res  m easu red  at fa ir  va!ue th ro u g h  p ro fit and  toss.

m ittion ) w as a ttrib u tab te  to  th e  non־con tro t!ing  in terest. T h e  net pro fit in 2 0 !0  in d u d e s  N !S  62 miHion attribu tab te to  o u r equ ity  ho tders and  N IS  !!  m ittion  a ttrib u tab te  to th e  non-con troH ing  

2070 co*n/7arf4/ fo 2009
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(ii) in M arch  2 0 0 9 , w e and the m in o rity  s h a re h o td e r s o f  In S ig h tec  co n v erted  In S ig h tc c 'sc o n v c rtib !e  no tes  in to  !n S ig h tc c 's  p re ferred  sh a res . A s a re su tt o f  the co n v e rs io n , 
w e reco rded  a gain  o f  N !S  )4 .6  m iH ion, re flec ting  the change in o u r shareho ld ing  in !nS ightec.

(1/1) R evenues from  investm en t p roperty  ren ta! incom e a m o u n ted  to  N IS  !2 2  m iH ion in 2010 com pared  to no such  re v en u es in 2009 . T he rev en u es  w ere a ttrib u tab te  to the o p era tio n  
o f  E O T  in the second h a !f o f  2 0 !0 .

(VI!) R evenues from  hote! operations and  m anagem en t increased  to N IS  404 m ittion  in 2 0 !0  com pared  to N IS  397 m iHion in 2009. T his increase  w as m ain ty  a ttrib u tab le  to  the
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in 2 009  w a s m ain ty  a ttrib u tab te  to  exchange d iffe ren c es  from P C 's deposits  in d iffe re n t cu rren c ies  o th e r than  th e  E uro , the func tiona! cu rren c y  o f  PC (su c h  as the Potish 
Z to ty , C zech K oruna and the U .S . dottar).

(X) Loss from  changes in fa ir vatue o f  financiat instrum ents decreased  to N IS 50 m ittion  in 2 0 )0  com pared  to toss o fN IS  7 ) m ittion  in 2009. T h is d ec rea se  w as m ain ty  attribu tab te  to 

O ffset by:
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2 0 n

* O n O cto b er 3 , 2 0 ! ! ,  o u r 77%  he!d subsid ia ry , S .C . B ucuresti T urism  S.A  ("B U T U ") c o m p e te d  a reH nancing  o f  its five s ta r R adisson  B!u H ote! !ocated  in B ucharest, 
R om an ia . A ccord ing  to th e  fac ilities ag reem e n t, a tead ing  in terna tiona! E uropean  bank gran ted  B U T U  a !oan o f  up  to  €7 !.5  m iHion. T he toan m ay  be d raw n  dow n in tw o tranches! 
w ith T ranche A in the am oun t o f  ap p ro x im ate ly  662.5 m iHion hav ing  been draw n  dow n on S ep tem ber 2 9 ,2 0 ! ! ,  and  T ranche B in the am oun t o f  approx im ate ly  €9.0 miHion to be draw n 
dow n  b etw een  D ecem ber 3 ! ,  2012 and M arch  31 , 2 0 !3 ,  su b jec t to the sa tisfac tio n  o f  ce rta in  co n d itio n s  as  s tip u ta te d  in the fac itities ag reem e n t. T he p ro c eed s  o f  th e  !oan shal! be 
used , in te r a tia , to  repay  B U T U 's cu rren t o u ts ta n d in g  bank  faci!ity  and to  repay  to us o u r sh a reh o !d e r toans in the am o u n t o f  ap p ro x im a te ly  €25 miHion.

.  O n S ep tem ber 23 , 2 0 1 !, PC paid an interim  cash  d iv idend paym ent o f  €30 miHion (approxim ately  $38.8 m illion) to  its shareho lders, o f  w hich  w e received  €18.7 miHion (ap p ro x im ate^  
$24.2 m iHion), out o f  which €8.7 miHion (a p p ro x im a te ^  $ !1 .3  m iH ion) w as used to serve o u r d eb t to an Israe li bank  u nder a toan ag reem en t da ted  M arch  2 0 ! !  pu rsu an t to w h ich  we 
p ted g e d  2 9 %  o f  PC 's o u ts ta n d in g  shares.

* O n S ep tem ber 2 ! ,  2 0 ! ! ,  our ind irec t subsid iary , E!bit U S A , L L C , ("E !bit U S A ") entered into a term  toan ag reem en t (the  "T erm  Loan A g reem en t" ) w ith  E astg a te , fo r a term  !oan in the 
a m o u n t o f  $30  m iHion (th e  "T erm  L oan"). In ad d ition , w e g ran ted  to  E astga te a w arran t to  pu rchase  o u r o rd in ary  shares  at an exerc ise  p rice  o f  $3 .0 0  p er sh are  p ay a b te  in ca sh , in 
ex c h an g e  fo r th e  canceH ation o f  debt o r by fo rfe itin g  sh a res  hav in g  a m ark e t va tue  equa l to the exerc ise  p rice ( i.e ., "ca sh le ss  ex e rc ise ") , d u rin g  a tw o -y e ar p e rio d  co m m en c in g  on 
M arch 3 1 ,2 0  !2 . It w as fu rthe r ag reed  tha t i f  th e  Term  Loan is  repaid  by M arch  2 2 ,2 0  !2 , six m on ths from  th e  c to sin g , the w a rran t w outd en title  E astg a te  to  p u rc h ase  up  to 3 .3%  o f  our 
o u ts ta n d in g  sh ares  a t the d a te  o f  ex erc ise . O th erw ise , th e  w a rra n t w ou!d  en title  E astga te to  p u rc h ase  up to 9 .9%  o f  ou r o u ts ta n d in g  sh ares  at th e  d a te  o f  ex e rc ise . T h e  ex e rc ise  p rice 
a n d /o r n u m b er o f  shares is su ab le  upon ex e rc ise  o f  th e  w a rra n t are su b jec t to  ad ju stm en t fo r ce rta in  c o rp o ra te  ev e n ts, tra n sa c tio n s  a n d  d ilu tiv e  is su a n c e s  o f  s e c u ritie s . O n 
S ep tem ber 2 2 ,2 0 !  ! ,w e  filed a p rospectus  su pp lem en t w ith  th e  SE C  u nder o u r s h e lf  reg istra tion  sta tem en t dated  M arch  ! 4 ,2 0 1 1 , to re g is te r the w a rran t and  up  to 3 ,0 0 0 ,0 0 0  ord inary  
shares w hich  m ay b e  issuable upon the ex e rc ise  o f  th e  w arran t. O n A pri! 5, 2012 , w e and E astga te  am ended  the w arran t, w ith  effec t as o f  M arch  22, 2 0 1 2 , p u rsu a n t to  w h ich  we 
ag reed  to  ca n ce l the p roposed  increase  in th e  n u m b er o f  sh a res  is su ab te  u n d er the w arran t on and  af te r su ch  d a te  and  to re d u ce  the ex e rc ise  p rice  from  $3 .00  p e r  sh a re  to  ze ro . T he 
am e n d m e n t a lso  c o n ta in s  a p p ro p ria te  m o d ifica tio n s  to  th e  ad ju s tm en t p ro v is io n s  o f  the W a rra n t a s  a re su lt o f  th e  fo reg o in g  ch a n g es.

.  On S eptem ber 19, 2 0 ! ! ,  ED T distribu ted  an interim  d ividend paym ent o f  $26  miHion. Elbit P laza U SA , L .P. ("E !bit P!aza U S A ") received a tota! d istribu tion  am o u n t o f  $! ! 8 m illion. 
Each o f  o u rs  and  P C 's  share in such d istribu tion  is approx im ate ly  $5.9 miHion.

.  In M arch 2 0 ! ! ,  w e entered into a new  financing  ag reem en t (subsequen tly  am en d ed ) w ith an Israeli bank  in the am oun t o f  $70  miHion (a p prox im ate ly  N1S 268 m iH ion), rep lac in g  the 
pre v io u s financing  ag reem en t. T h e  new  ag reem en t is for a 6 -y e ar term  and b ears  in terest at a ra te  o f  LIB O R  + 3 .8%  p er annum . As secu rity  fo r th is fac ility , w e h a v e  p tedged  to the 
Israeli bank  (i) an am ount o f  86 miHion shares o f  PC , rep resen tin g  approx im ate ly  29%  o f  PC 's ou ts tan d in g  sh ares , w hich  w ill be subject to  a 70%  !oan to  va!ue m ech an ism  on  PC 's 
shares; (ii) all o f  ou r ho ld ings in E lb it T rade & R etail L td. w h ich , fo llow ing  th e  sa te  th e re o f to  C o tte x , w as rep laced  w ith  a p ted g e  o ver at! o f  o u r ho td ings in E lb it F ash io n ; an d  (iii) a 
d ep o s it th a t eq u a ls  n ex t y e a r 's  p rincipa ! and  in te re st am o u n t. In ad d itio n , w e e te c ted  to  ex e rc ise  the o p tio n  o f  p ted g in g  o u r ho td in g s in so m e o f  o u r  h o te ls  in th e  N e th e r!a n d s  in 
o rd e r  to  c red it th e  vatue  o f  th o se  ho td ings to w ard s the sa tis fac tio n  o f  the !oan to  co lta te ra t v a tu e  ra tio  w h ich , fo tlo w in g  th e  sa te  o f  th o se  h o te ls  to  P PH E , w as re p la ce d  w ith  a p ted g e

* In M arch  2 0 1 1 , w e issued  add itionat u n sec u red  n o n -convertib !e  S eries D N o tes  to in v esto rs  in Israel, by  e x p a n d in g  th e  ex is tin g  se rie s , in  an  ag g reg ate  p rin c ip a ! a m o u n t o f  
approxim ate ly  N1S 96 m itlion (a p p ro x im ate^  $25 miHion) for gross proceeds o f  approxim ate ly  N1S !08  miHion (approxim atety  $28 m illion). F o r interest rates our no tes, see "  - O ther 
L o a n s"b e lo w .
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2010

2 0 0 9

9!



2011 2011 2 0 1 0 2 0 0 9
C onven ience

t r a n s i t i o n  !n  $ N IS N IS N IS
th o u sa n d s T h o u sa n d s T h o u sa n d s T h o u sa n d s

(63,042) (240,889) (334,587) (754,33!)
99,395 379,796 (303,946) 99, !87

(166,210) (635,084) 305,930 425,055
(!29,857) (496, !77) (332,603) (230,089)

N e t ca sh  p ro v id e d  b y  (u se d  in )  o p era tin g  ac tiv it ie s  (63,042) (240,889) (334,587) (754 ,33!)
N e t ca sh  p ro v id e d  b y  (u se d  in )  in v es tin g  a c tiv itie s  . 99,395 379,796 (303,946) 99 ,!87
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Cash flow provided by investing ac tiv ities in 2 0 !!  and 2009 am ounted  to N IS 380 miHion (approxim ate)y $99 miHion) and N !S  99 miHion (approxim ate)y $26  miHion) in 2 0 ! !  com pared  to N !S 
304 miHion (approx im ate^  $80 miHion) in 20) 0.

O u r cash  flow  p rov ided  by investing  a c tiv itie s  in 2 0 ! !  w as in flu en ced  by the foH ow ing factors:

(i) D uring  Ju!y 2 0 ! ! ,  EPN E D I  H otd ings !! LLC  flnatized the b inding  takeover b id  o ffer in the ED T investm ents fund w hich  began in M arch  2 0 ! ! ,  foH ow ing w hich  E PN  G roup 's 
ho td ings in E D T  increased  to 97 .5% . T herea fte r, EPN  E D T  H otd ings H LLC  com pleted  the acquisition  o f  the rem ain ing  un its  o f  ED T in ac co rd a n ce  w ith  the ta k e o v e r o ffer. T he 
tota! am oun t o f  the in v estm en ts  o f  the EPN  G roup  in th e  fram ew ork  o f  the b ind ing  tak e o v er o ffer am oun ted  to  $24 2  m iH ion. T he tota! am o u n t o f  in v estm en t by us  and  PC in the 
fram ew ork  o f  th e  b ind ing  tak e o v er o ffe r am oun ted  to $57  m iHion each . T he tota! overa!) investm en t o f  th e  EPN  G roup in the ac q u isitio n  o f  E D T  as o f  th e  first in v estm en t 
transaction  in Apri! 2 0 )0  am oun ts to  $358 m iHion. T he con tribu tion  o f  each o f  us and PC w ith  respect to  this am o u n t is approx im ate ty  $83 m iH ion each .

(ii) P u rchase  o f  property , p !ant and eq u ip m en t, investm en t p roperty  and o th e r asse ts in the am oun t o f N I S  7 ! m iH ion ($ ! 8  m iH ion) m ain !y  a ttrib u tab le  to  th e  p u rc h a se  o f  new  
in v estm en t p ro p e rty  in th e  U .S ., renovation  o f  the V ic to ria  hote! in A m sterdam  and R adisson  B!u B ucharest H ote! in R om an ia  and !easehotd  im p ro v em en ts  o f  E !b it F a sh io n 's  new  
s to re s .

in 20! ! f ro m  43.3% , to 45.38% . ^  ( P P  Y ) Y 8 he E PN  group
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and N)S 425 miHion in 2009.

O u r cash  flow  used  in financ ing  a c tiv itie s  in 2 0 ) !  w as influenced  by  the foH ow ing factors:

(i) D iv id en d  p aid  to  non-eontroH ing interest by  PC in the am oun t o fN IS  57 miHion (ap p ro x im a te ^  $! 5 miHion).
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201020H
N IS  m iHion % N IS  miHion % N IS  m iH ion %

6,053 58.4% 6,573 6!.4% 6,778 72%
2,845 27.4% 2,892 27% 2.757 29.3%
4,3!8 41.6% 4 J 3 0 38.6% 2,631 28%
5,987 57.7% 5,634 52.6% 4,503 47.9%

360 3.5% 76! 7 .!% 946 !0%
!,179 !!.4% 1,417 !3.3% 1,202 !2.8%N on-con troH ing  in terest

2 0 ! !  com pared to  2 0 !0

2Q!0?<?mpared ^ 2 Q 0 p
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W e h o td  cash  and  ca sh  e q u iv a te n ts , sh o rt term  in v estm en ts  and  o th e r  !ong-term  investm en ts  in financ ial in s trum en ts  (m ain ty  investm en ts  in no tes  o f  fo reign  f in an c ia t in s titu tio n s  - s ee  
note 9A . to o u r  an n u a t co n so tid a ted  ftnanc ia t s ta tem en ts) in v arious re p u ta b !e  b an k s and fin an c ia t in s titu tio n s . T h ese  b an k s  and  financia! in s titu tio n s  are  to ca te d  in d iffe re n t g eo g rap h ica t re g io n s , 
and  it is our p o ticy  to d isp erse  o u r  in v estm en ts  am ong  d iffe ren t ban k s and  financia! in s titu tions . O ur m ax im u m  cred it risk  ex p o su re  is equa! to  th e  financ iat asse ts  p resen ted  in th e  b a ta n ce  sh ee t.

D ue to  the n atu re  o f  th e ir ac tiv ity , o u r su b s id ia rie s  o p era tin g  in the ho tet, in v estm en t p ro p erty , m edicat and  fash ion  m erc h an d ise  segm en ts , are n o t m a te ria tty  ex p o se d  to  c re d it risks 
stem m in g  from  dep e n d en c e  on a g iven  cu sto m er. O ur su b s id ia rie s  ex a m in e  the c red it am o u n ts  ex tended  to  th e ir  custo m ers  on an  o n g o in g  b as is  and , ac c o rd in g ty , reco rd  a  p ro v is io n  fo r d o u b tfu t 
debts based  on fac to rs  th ey  betiev e  to  hav e  an effec t on sp ec if ic  cu s to m ers. A s o f  D e cem b e r 3 ! ,  2 0 ! !  and  2 0 !0  o u r trad e  re ce iv a b te s  do  no t inctude an y  s ig n if ic a n t am o u n ts  d u e  from  b u y ers  o f

B orrow er L ender O riginal A m oun t
on D ec. 3 1 ,2 0 1 !

in terest P ay m en tT erm s

E !

h e p u b i i c, ״ ,

NIS 594.2 m illion (less NIS 338 ! million

C P t.

2009 through 2014.

c " v e n a n ^ " " " " " " '
U n se cu re d

The no tes  are  n o t re g is te re d  u n d e r th e  S e c u r itie s  A c t.
E ven ts o f  d efau lt inc lude , am o n g  o thers, th e  c ro ss  defau !t w ith  o th e r serie s o f  no tes  and  d e lis tin g  from  b o th  th e  T A S E  and  N A S D A Q  G loba! S elec t M arket. 
In M ay 2 0 11 w e announced  a  repurchase p rogram  o f  up  to N IS  1 50 miHion o f  o u r Series A -G  N o tes . A s o f  D e cem b e r 3 1 , 2 0 ! 1 w e a n d  o u r su b s id ia ry  had
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Borrow er L ender O riginal A m ount
on Dec. 3 ! ,  2 0 !!

In terest Paym ent T erm s

El

" " " " "

$14.8 miHion Libor +  2.65%
2009 through 20 !4 .

C o—
U n se cu re d

T he n o tes  are  re g is te re d  fo r  trad e  on  the T A S E .

E v en ts  o f  d e fau it inc lude , am o n g  o thers , th e  c ro ss  defau lt w ith  o th e r  se r ie s  o f  no tes  and  d e lis tin g  fro m  b o th  the T A S E  and  N A S D A Q  G loba! S elec t M arket.
In M ay 2 0 ! !  w e an n o u n ced  a repurchase  p rogram  o f  up to  N IS  !5 0  m illion  o f  o u r Series A -C  N o tes . A s o f  D e cem b e r 3 ! ,  2 0 ! !  w e  had  no t re p u rch a sed  any  o f  th e

Borrow er Lender O rig inal A m ount
Dec. 3 ! ,  2 0 !!

In terest Paym en t T erm s

E!
,o .h e p u H .c

M S  455 miHion (!ess NIS 342.2 miHion

CPI.
2009 through 20! 8. ^
In te rest p ay a b !e  b y  sem i-an n u a! instaH m ents 
com m encing  2007 through  2018.

C o v e n l ! " " " " ^ "
U nsecured

TA SE. PP y . P y . p  y  s
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B orrow er Lender O rig inat A m oun t
Dec. 3 ! , 2 0 !!  ^

in terest P ay m en tT erm s

a NIS 746 m illion (!ess NIS 859 miHion

CPL
th ro u g h 2 0 2 0 .

com m encing  2007 through  2020.

C o v e n f n t ^ ' " ' ' ^ ^
U n secu red

tn  M ay  2 0 1 ) w e announced  a rep u rch ase  program  o f  up to  M S  150 miHion o f  o u r Series A -G  N o^es. A s o f  D ecem b er 3 1 ,2 0 1 1  w e  and  o u r su b s id ia ry  had

B orrow er L ender O rig inal A m ount
D e c .3 ! ,2 0 ! !

In terest P ay m en tT erm s

E]

" ' " " " " - ־ י

NIS 64.5 miHion (!ess NIS 73.2 miHion

CPI.
through 2 0 2 !.

com m encing  200 7  th ro u g h  2 0 2 !.

C o v e n f n t ^ " " ' ^ " "
U nsecured

L  M ! y ' 2 0 r J L Z u ^  to  N t s  150 m illion  o f  our Series A -G  N otes . A s o f  D ecem b er 3 ) ,  2011 w e had  repurchased  app ro x im ate ly
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B orrow er L ender O rig inat A m ount
Dec. 3 ! , 2 0 !!  ^

[n terest P aym en t T erm s

Et NIS 502.8 miHion (!ess NIS 37! miHion

CPt
through 20 !5.

C o ^ e n f n t ^ " " ' ' " ' " '
U n secu red

[n M ay  20 H  w e announced  a repurchase  program  o f  up to  M S  130 m ittion  o f  o u r Series A -G  N otes . A s o f  D e cem b e r 3 1, 2 0 11 w e an d  our su b s id ia ry  had

B orrow er L ender O rig inat A m ount
3 !, 2 0 !! ^

in te re s t P aym en t T erm s

E] NIS 466.5  miHion (less NIS 468.3 miHion

CPt.
O c to b e r 20 1 4  through  2 0 ! 8 (10%  o f  th e  

3 ! ,  20! 4 ,2 0 %  o f  the principal wil! be 

20115 an d  2 0 ! 6 , an d  25 %  o f  the 

3 ! on ea ch  o f  20! 7  and  2 0 ! 8).

2018. ^  ^

c l v e n f n t l ^ " ' ^ " ' '
U nsecured
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B orrow er Lender
^ u n t Dec. 3 ! , 201!

In terest P aym ent T erm s

Et NIS ! ) 2  miHion NIS !04 ! miHion
second h a lf  to  be paid  on  D e cem b e r 3 ! ,  2 0  !4. 

com m encing  2009 through 20  !4.

C o ^ e n a n t ! ^ ' ^ ' " '
U n secu red .

O ther Inform ation The no tes  are  co n v e rtib le  in to  o u r  o rd inary  sh a res  at the p rice  o fN IS  ]2 8  p e r sh are  un til Ju ly  31, 20) 3 and  a t th e  p rice o f  N IS  2 0 0  p e r  sh are  th e re a fte r

Borrow er Lender O riginal A m oun t
3 ! , 2 0 !!

P aym en t T erm s

E! $70.0 miHion $66.4 miHion LIBOR + 3.8%

20! 7. ^  ^  

th rough  20  !7 .

O ther In form ation
Du'tch t " l  J w h i c h  t e r l l e ^ c e j  w t  p k d ^ e 'L e r  c f r t a ^ r " ) ^  ° B u L n e ^ ' ^ e " ! ^ t e l "  ^
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Borrow er L ender O riginal A m oun t
3 ! ,2 0 ! !

In te rest P a y m e n tT e rm s

E!
8.M .

S24.2 miHion S17.0 miHion LIBOR +  3.5%
June 2 0 ! !  th rough  M arch  2 0 !6 . 

20! 6. ^  ^

Borrow er Lender O rig inal A m oun t
31 ,201!

In te rest P aym en t T erm s

E !b itU S A ,L L C S30 miHion S30 miHion

!2 %  o f  E D T  (and  fbH ow ing th e  vo!un tary  liq u id a tio n  o f  E D T . E D T s  U .S . R E IT s), a!so p ledged  to E astga te (i) its  sh a res  in th e  E PN  e n titie s  tha t o w n  its in terest (a s  
we!! as Eastgate 's , E!bit U S A  11, LLC  and P!aza U SA , L L C 's in terests) in E D T  (and  fbH owing the vo!unta!y  !iqu idation  o f  E D T , E D T s  U .S . R E IT s) and (ii) certain  up-

O ther Inform ation F or ad d itio n al in fo rm atio n  p!ease see  "Item  5. O pera ting  and financ ia l rev iew  an d  prospects - O verv iew s".
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B o-row er L ender
A m ount Dec. 3 ) , 2 0 !)

In terest P aym ent T erm s

PC
׳ ׳ ׳ ״ ׳ י

NIS 28) miHion NIS 328 m illion *
!0 the Israeli CPI. 20! 0  through D ecem ber 3 ! ,  20 ! 7. 

Decem ber 3 ! , 20  !7.

S v e n a n t ! ' ^ " ' ^ ^
U nsecured

* M S  M 7  mHMon 7 t 'h e  n o ^ ^ r  J p r e ' e n ^ ^ a i r t a l u e  through  pro fit and loss (the  fa ir va lue  as o f  D ecem ber 31. 2011 w as M S  170.8 m illio n ) and  N IS  61 m illion

B orrow er Lender
^ u n t Dec. 3 ! , 2 0 !!

In terest Paym ent T erm s

PC NIS !,004 NIS !,!3 5  m illion *
to the Israeli CPI through Ju ly  2 0 !  5.

In terest p a y a b le  b y  sem i-a n n u a! in s ta llm e n ts

C o v e t n . t ^ ' " " ' "
U nsecured

^ M ^ i ^  through p ro f״  and  loss ״ he fa ir va lue  as o f  D ecem ber 31 . 2011 w as M S  5 3 6 ,  m illio n ) and M S  413
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B orrow er Lender O riginal A m ount
3 ! ,2 0 ! !  ^

In te rest P ay m en tT erm s

PC PLN 60 miHion PLN 60 miHion 6 M onth  W ibor+ 4 .5%

E g g : ! -

in s tru m e n ts  in  issu e , )ess re la ted  h ed g e  d e r iv a tiv e s , ca sh  and  c ^ h  eq u iv a le n ts , sh o rt an d  long-term  in terest b ea rin g  d ep o s its  w i ^ L n k  J o r  o th l J n n a n c i i l

B orrow er Lender O rig inal A m oun t
31,2011

In te rest P ay m en tT erm s

PC M em !) Lynch 610 miHion 6! 0  million 
626.2 miHion

12 m onths E uribo r +  0 .4%
F ebruary  2018.

s = : , ? ׳ ״ ׳ ׳ ׳ ־ ׳
P c 7 p r o J ^ i h o n ! ! l c a J h ^ t ^ ^

O ther !n form ation o f  o u ts ta n d in g  no tes.

Borrow er Lender O rig inal A m ount
31,2011

In te res t P a y m e n tT e rm s

PC F IB IB ank

C 0.6 miHion
$4 6m !!!iM

1%
1.29%
0.8%

R evo lv ing  cred it facilities.

C o v e n f n t ^ " " ' ^ ' " '
F loating  ch a rg es  o v er P C 's  a s se ts  w ith  th e  ban k . in c lu d in g  secu ritie s .
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B orrow er L ender O riginal A m ount
on Dec. 3 ! ,  2 0 !!

In terest P aym en t T erm s

R ig a  P la z a M K B  B ank Z rt, Seb 636.4 miHion * €33.4 miHion *
2.5%

a l n i z a t i o n ^ ! ^ ^ ^ ^

____________________

O ther Inform ation * R ep re sen ts  30%  o f  the ]oan, w h ich  is P C 's shareho ld ing  in R ig a  Plaza.

B orrow er Lender O riginal A m ount
3 ! ,2 0 ! !

In te rest P aym en t T erm s

S a n a  P la za In v e ste c  B ank 65.9 miHion 65.9 miHion
4% O u ^ ^ r e s ^ I v m e n t f ^ '

C o v e t , ! " " " " ' F , r ! ! " p ! ^ r f n *  owe^

Borrow er L ender O rigina! A m ount
on Dec. 3 ! ,  2 0 !)

In terest Paym ent T erm s

A irp lan e  ) .a n GEFA  Germ any USS 4.56 miMion 63.0 miHion U SD  Libor + 4%  per

are S60,500.

C o— ^ A s s ! g t l n ? o a n  n g h ts  u n d !r  r e k J a n t l n s u r l c e l l l c i " . ^ ' ' ' ^ '
O ther Inform ation Loan serves  to  fin an c e  the p u rc h ase  o f  an a irp lan e  fo r our co m pany .
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Borrow er L ender O rig inal A m ount
on Dec. 3 1 ,2 0 1 !

In terest Paym ent T erm s

K o r e g a .n P a r k A X IS, SBH  (India) INR 2,040 miHion INR 2,03! miHion 13.23-13% p.a. Loan m atu res in th e  first q u arte r o f  202  ].

A ssig n m en t o f  Hi r ig h ts  u n d e r re levan t in su ran ee  polieies.

O ther Inform ation
P l T J o n  ! " 0 7 " ב . ^  p H ^ e o m p a n y .

B orrow er L ender O riginal am ount
Dec. 3 ! , 2 0 !!  ^

In terest Paym ent T erm s

L ib e re e  P la za MKB B A N K  Zrt., 
ERSTE B ank AG

E25 million 62 !.975 miHion
3 . ^ " p e r ^ u m ' *

O ther Inform ation
^ t l n t e f e ' s t  w fs' ! n e r t l d " "

B orrow er L ender O rig inal A m ount '
on Dec. 3 ! ,  2 0 !!

In terest Paym ent T erm s

E :P r im a v e ra  T ow er

A: O T P  B a n k N y rt 

E: M K B B ank Z rt

A: €8.2 miHion 
B: € ! .4  miHion 
C: € ! .3  miHion 
D: € !.4 2  miHion 
E  € ! .5  miHion

A: €8.2 miHion 
B: € ! .2 !4  miHion 
C: € ! .!2 9  miHion 
D: € !.42  million 
E  € !.5  miHion

A: E uribor +  6%  p.a. 
B: E uribor + 6%  p .a ,  
C: E uribor + 5%  p .a  
D: Euribor + 6%  p.a. 
E: Euribor + 4 .5%  p .a

B: Expires: Ju!y 20 !2.
C: Expires: Ju!y 20  !2.
D: Expires: S ep tem ber 20  !2.

C o v e n a n t ! " " '" '" " " ' C o ^ e  g u l ^ e e ^  A eaeia P ark  in resp eet o f  the interest.

O ther In fom ta tion
o ^ y  Z ^ w l n h J l ^ t o f  ̂ i n  p t r L ' " " " "  ' '  ^
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B orrow er L ender O rig inal A m ount
on Dec. 3 ! ,  2 0 ! !  *

In terest P a y m en tT erm s

P ro O n e  K ft (D ream M K B B a n k Z rt € !5  miHion
$20 mi! !ion)

3M EURIBOR +
b a Z n  ^ y m e n 't t p o n  m a ^ t y "  " "

C o v e n a n t ? '" '" ^ " '* R— e t ^ ^ l l l ^ v l ^ t i o  o f

O ther In fo n n a tio n EU R IB O R  fixed  fo r the w ho!e term  a t ! .6%  
* P C 's sh a re  in th is  !oan is  2 !  .75% .

Borrow er Lender O rig inal A m ount
on Dec. 3 ! ,  2 0 ! ! *

In terest P ay m en tT erm s

D re a m  Is!an d  2004 K ft M K B B a n k Z rt 654.! miHion 1 - €40.5 mi!!ion 
n  -  €4.5 miHion

3M E uribo r +  3 %  

3M E uribor +  3.2%
L d l S ^  W m ^ t ^ u p o n ^ u h t y .

C o v e n a n ts

O ther ln fo n ,a t ,o n
׳ ! T h V t e ^ ^ n h i ^ t L e  e u r f J t ^  b e in g  re n eg o tta ted . N o  paym en t w a s m ade d u n n g  2012.

!07



Borrow er L ender O rig inal A m oun t
3 ! ,2 0 ! !

In te rest P aym en t T erm s

IN G Bank S taski S.A !-€ 4 2 .2  miHion,

11-P L N  8.125 miHion

I - € 3 3 ,2 miHion 85%. ! + 3 m onths E uribor - !

(3 m onths W IBO R  (for P L N־ n

.2 9 ,2 0 2 0 Expires D ecem ber - ! 
Q uarter!y  pay m en ts  w ith  fixed

! !2 0 M atu red  in M arch! ! ־

C o r ^ r a te  guarantee^of P C  in  th e  am oun t o f  €2 .7  n a t i o n  f o f  paym en t d e f ic i fo f  an y  ou ts tan d in g  am o u n t du e  and  pay ab te  to th e  tender.

B orrow er Lender O riginal A m ount
31 ,201!

In terest P a y m en tT erm s

B ank Z a c h o d n iW B K  S.A . I-€ 2 0 .8  miHion 
+ € ! .5  miHion* 
[ ! - P L N 2 !  miHion 
(V A T  facility)*

1 -  €20.8 miHion 1 - 3 m on ths E uribor + 2 .75%

n  - 3 m onths W IB O R  (fo r PLN ) 
+ 1.6%

Expires June 3 ־ 1 0 ,2 0 1 4  i f  

date o r  June 3 0 ,2 0 1 9  i f

C o v en an ts

P C ^ ! J m  e ! ! ^ ^  a n d \ ^ ^ i e s ^ d ^ M ^ c h  ^ ^ 0 1 2  " J J s t p o n e  th e  d a te  u p o n  w hich  the

O ther !nform ation * Pursuan t to  term s o f  A nnex  N o . 7 ex e cu ted  b y  the partie s on M arch  !6 , 2 0 ! 2.
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Borrow er Lender O riginal A m ount
3 ! , 2 0 !!

In te res t P aym en t T erm s

Bank P E K A O  S.A ! -  652.4 miHion 
M -P L N  !6 .0  miHion

! - €30,5 miHion 
H - PLN  !6.0 miHion

n  -! m onths W IB O R  (fo r PLN )

E xpires D ecem ber 3 ! , 2 0 ! 7. 
Q uarter)y  pay m en ts  w ith  fix ed

p ay m e n t upon m atu rity , 
n M ־ atures on D ecem b er 3 ! ,  2 0 !  2

E E E i H f S ׳  ״ ״ ״ ׳ ״ ״ ״ ״ ״ ״ ״ ״ ׳ ° ״

B orrow er Lender O rigina! A m oun t
3 !, 2 0 !!

In te rest P aym en t T erm s

Erste B ank AG 6 4 .!0 ! miHion Euribor +  !.75% Q u a rter!y  p ay m e n ts  o f  6! !7,200,

B orrow er L ender O rig inal A m ount
D e c .3 l ,2 0 H  ^

In terest Paym ent T erm s

(S erb ia )
O TP B an k N y rt, 
O T P  Bank S rb ija  a.d

632.9 miHion EI2.8 m illion (O TP HU) 

E4.I m illion (O TP SRB)
5.3% (in terest and p rin o ip a i).^

C o v e n a n t " " '
A s s t  m ^ T h s h ^  " "  * 3 " = " " " " '
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Borrow er Lender O rig inal A m ount
Dec. 3 ! , 2 0 !!

in te re s t P ay m en tT erm s

ז ״ י ° "  E n te rp r is e s  L td . B a rc ta y sB a n k P tc . NIS 60 mi!!ion NIS 60 miHion
6%

s = , - ־ ״ ״ ״ ־ ״ C o rp o ra te  g u aran tee  fo r  the d u e  and  punctua ! pe rfo rm an c e  o f  T a n o ti 's  o b lig a tio n s  u n d e r th e  !oan  d o cu m e n ts .

*  B orrow er L ender O ng ina! A m o u n t"
Dec. 3 ) ,2 0 ! ! * *

In te rest P ay m en tT erm s

C .V ., U tre c h t V ic to ria  
H o te l B .V.

B V (*)

Victoria: €59.35 miHion 
U trecht: € !3 .7  miHion *

Victoria: €57.4miHion 
U trecht: € !3 .2  miHion *

Q u a rte rly  re p ay m en ts  o f  a g ra d u a lly  in cre asin g  
am ount, co m m en c in g  M arch  2010 , an d  en d in g

F irst ra n k in g  p ted g e  on m o v ea b !e  asse ts , b an k  ac co u n ts , r ig h ts  o f  th e  b o rro w ers  u n d er th e ir  o p e ra tin g  ag reem e n ts  an d  in su ra n c e  re ceiv a b !es .

* M andarin  H ote! is w hoH y ow n e d  b y  P PH E . Tota! am o u n t o f  th e  !oan g ran ted  to  a!! th ree  p a rtie s  w as €78 m iHion. T h e  p artie s  h av e  execu ted  an interna! 
re im b u rse m en t ag reem en t fo r !iab i!ities b o m e  by  th e  jo in t  ho te!s in  re sp ec t o f  th a t part o f  the !oans a ttrib u ted  to  ea ch  o f  th e  re le v a n t ho tels.
** O u r sh are  in th e  !oan am o u n ts  is $0% .

B orrow er Lender O rig inal A m ount
on D ec. 3 1 ,2 0 1 1 *

In te rest P ay m en tT erm s

V icto ria  M o n u m en t BV B an k H ap o alim B .M . EI4 million €14.3 miHion Euribor +  2.25%

C o v en an ts
C harge o v er the shares  he!d  in th e  b o rro w er; gu aran tee  p ro v id ed  by  us (in  re sp e c t o f  o u r sh a re  in  the p ro p erty , a lth o u g h  w e  w ill be re le ase d  th e re fro m  as p a rt o f  
the sate o f  the D u tch  ho te ls tran sa c tio n  w ith  P PH E );
Each o f  the guaran to rs  m u st beneficiaH y ow n 50%  o f  the share capita! o f  the borrow er.

...........
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B orrow er L ender O rig inal A m ount
on D ec. 3 ! ,  2 0 !!

In te rest P aym ent T erm s

R aiffeisen Bank 
)n tem ationa! ("R B f")

662.3 miHion 66 !.9 miHion E uribor +  4 .6% The principa! is  repayab!e  in 20  q uarte r!y

S ep tem ber 2 0 ! ! ,  w ith  a baH oon p ay m e n t o f  658.5 
m ittion  to  be repaid  on Ju n e  3 0 ,2 0 ! 6 .  D u rin g  th e

C o v en an ts
Hirst rank  m o rtg ag e  on the R ad isso n  B!u B u ch arest H ote! and  the CenterviH e H ote!.
F u tu re  an d  ex is tin g  cash  f!ow  th rough  th e  b a n k  ac co u n ts  o pened  a t R aiffe isen  B ank .
P led g e o v er th e  shares  o f  B u cu resti T urism  SA  an d  its subsid ia ry  held  by the m ajo rity  share h o ld e r  (B ea  H o te ls  E aste rn  E u ro p e  B V ). 
P led g e o f  re ceiv a b le s  ar is in g  fro m  lease ag reem e n ts  and in su ran ce  po lic ies  co n c lu d ed  by  th e  b o rrow er.

O ther [n fo n n a t,o n On A pril 3, 2012, w e concluded  an ag reem en t w ith  R BI fm m g th e E u n b o r a t  1.40%  from  January  1 ,2 0 1 2 , until th e  end o f  the loan

B orrow er L ender O riginal A m ount
on D ec. 3 ! , 2 0 !!  ^

In terest P aym en t T erm s

A strid  P !aza H ote! NV 624.4 miHion 6)8.75 miHion Euribor + !.75%

6 )2 ,5 0 0 ,0 0 0  to  be paid at the end  o f  th e  term .

C o v en an ts
A m ortgage  m an d a te  o v e r  A strid  P !aza 's  rea! estate .
F irst ra n k in g  p !ed g e on a reserv e  fund o f  6 ! m iH ion, w h ich  is b !ocked  on a d ep o sit account. 
R equired  to  m ain tain  a debt serv ice  co v e r ra tio .

O ther In form ation W e g u aran ty  A strid  P taza s u n d erta k in g s u n d er the toan ag reem en t. T he g u aran ty  is u n !im ited  in am ount.
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B orrow er L ender O riginal A m ount
3 1 ,2 0 !!  ^

In te res t P aym en t T erm s

A strid  P !aza  H ote! NV, fo r 
th e  P a rk  In n  Hote!

F ort,s  B ank
B: €3.5 miHion

A: €3.5 mi!!ion 
B: €3.! mi!!ion

A: 5 .56%  
B: 3.38%

R e p a y m e n t0 v e r a l3 y e a r  period .

C o v e n a n t " " " " " ' " S u b o M ^ . o n  0̂  no . to  re d u ce  su ch  ) .a n  b e to w  a g iv en  am o u n t.

up ,0 ,h e  am oun t o f€ L 3 7  million.

Borrow er L ender O rigm al A m ount
on Dec. 3 ! ,  2 0 ! 1*

In terest Paym en t T erm s

S ch ipho! V ic to ria  H ote! 
C .V

A areal B ank €28 miHion €27.3 miHion 4.56%

C o v en an ts

a  Z u s s ? t o ^  A e s t h ^ ^  O v e rv iew  -  H o te ls"

B orrow er Lender
O riginal A m ount

on D ec. 3 ! ,  2 0 ! !  *,**
In terest Paym ent T erm s

EDT UBS S35.6 miHion $32.6 miHion
570% 'per'anL u^n

Expires M ay 5 ,2 0 !2 .

C oven  J n t ! " " " ' ^ " ' '
A firs , ra n k in g  m o rtgage  on th e  p roperty .

** O u r sh a re  in th e  !oan am o u n t is 43% .
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B orrow er L ender O rig ina! A m o u n t* ,* *
D e c . 3 ! , 2 0 ! ! * , * * ^

in terest P ay m en tT erm s

EDT UBS $85 miition S85 miHion
1 9 '% p e r M M m '° ^

Expires June 30, 20 !2.

C ^ e n J n , ^ " ^ " "
A first ra n k in g  m o rtg ag e  on th e  p roperty

Borrow er Lender O rig ina) A m ount *,**
D e c . 3 ! , 2 0 ! ! * , * * ^

In terest P ay m en tT erm s

EDT

n
D D R -m e z z a n in e

$!42 .3  miHion 
$3!.7m i!!ion

$!39.8m i!!ion
$3!.7m i!!ion 5.01%

Expires O c to b e r! , 2 0 ! 7.

C ^ e n a n t l ^ ' ^ ' " ' S e c ^ i n ^ f ^ n t h e 7 ^ e ^

S E ^ S w i s e o n ^  2 M m n e s o ta , ,C o n n e c tic u t

B orrow er Lender O rig inal A m ount
3 ! ,2 0 ! ! * ,* *

in te re s t P a y m e n tT e rm s

EDT C om m onw ealth  B ank o f  A u stra l,a S239.3 miHion $!69 .4  miHion LIBOR + 3.25% Expires Apri! 3 0 ,2 0 !3 .

c t t t ? " " ' " " ' R e q L t m ' j " ^ n  ^ t i i " h  ce rtain  covenants.

E S E t 2  0 h io ,  i M in n eso ta , i K a n s a s , . T en n essee , i P ennsy lvan ia
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Borrow er Lender O rig ina] A m o u n t * , "
Dec. 3 ! ,  2 0 ! ! * ,* *

In ieres , Paym ent T erm s

EDT UBS $ !3 3  mi!!ion $! !4 miHion
S.25%

Expires A pn. 6, 2016.

C o v e n a n ts
A C r a n k i n g  m ortgage  on ,h e  property .

L o ^ ^ Z t ^  A rk an sas . , N o rth  C aro lina, I T e n n e .e e ,  , P ennsylvania

Borrow er Lender O rig inat A m oun t A m ount O u ts tand ing  on D e e .3 1 .2 0 n
!n terest P aym en t T erm s

EDT $77.7 miHion $77.7 mi!!ion Fixed in terest ra te  o f  6% E xpires Ju!y  !, 20 !3

C o v e n a n , ! " " ' " " '
A f ir s t  ra n k ,n g  m ortgage  on  th e p r o p e r ^ .

T e x a s , ,  C olorado

B orrow er L ender O rig inal A m ount
3 ! , 2 0 ! ! * ,* *  ^

in te re st P aym en t T erm s

EDT M etLife $268 mi!!ion $267.3 miHion Fixed ,n te re s tm te o f6 .4 % E xp,res S e p ,e m b e r , .2 0 ,5 .

C o v e t . ! " " ' " " '
A firs t ra n k m g  m o rtg ag e  on th e  p roperty .
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S orrow er Lender O n g in al A m o u n t * , "
2 0 1 !* ,* *

'n te re s t P ay m e n tT e rm s

EDT Lehm an B rothers $8.2 mi!!ion $ 7 miHion Fixed in terest rate o f  5 .5% E xpires J a n u a r y ] ! ,2 0 )3 .

C o v e n J n t ! " ^ ' ' ^ " "
A firs t ra n k in g  m ortgage  on  ,h e  p r o p e r

O ther In form ation
^ D j b t B a l a n c e l ^ l h ^ e ^ " ' ^ ' ' ^ ^ ' ^ ^ '

B orrow er L ender O ng ina) A m o u n t * ,"
2 0 ! ! * ,* *

in te re s t P ay m en tT erm s

EDT
K e y p o r tL ife tn s u ra n c e C o . M  million $85! thousand Fixed interest ra te  o f  6 .25% E x p ire sA u g u s t 1 .2 0 1 3 .

C o v e n a n t ! '" " '^
A firs t ra n k in g  m o ^ g a g e  on th e  p roperty .

O ther in fo rm ation Jo-A nn P!aza, B uffalo N Y

Borrow er L ender O rig inal A m oun t *,**
2 0 !! * ,* * ,* * *

In terest P ay m en tT erm s

EDT
Sun Life SI4 million $!3.54 miHion Fixed in terest ra te  o f  5% E xpires N ovem ber 1 ,2015.

C o v e n f n t ^ " " ' " " "
A firs t ra n k in g  m o rtgage  on th e  property .

** O u r resp ectiv e  share in the loan  am o u n t is  4 3% .
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B orrow er Lender O rig inal A m ount
o n D c c .3 ! ,2 0 I !

In terest P aym ent T erm s

E !bit T ra d e  &  Retai! L td . Bank Hapoalim N IS !0 mittion NIS tO mittion Prime + !.75 % R e v o lv in g  sh o rt-term  cred it facility

F ixed m o rtg ag e  0 ,  all E lb it T rad e  asse ts  and a gu aran tee  fo r the M l  am o u n t p ro v id ed  by us.

Borrow er L ender O riginal A m ount
on D ec. 3 ! ,2 0 1 0

In terest Paym ent T erm s

G B  B ran d  L im ited  
P a r tn e r s h ip  "G B  B ra n d " )

B ankL eum i NIS 4.5 million NIS 4.5 miHion Prime + ! 5  % R ev o lv in g  sh o rt-term  ered it facility

C o—
Fixed  m ortgage  on all E lb it T ra d e  asse ts  and a g uaran ty  for the full am o u n t p ro v id ed  by us.

C . R ESE A R C H  AND D E V E L O PM E N T , PA TEN TS AND H C E N S E S , ETC .
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A !though  the new  d ev e to p m e n ts  in the retai) m ark e t in the C zech  R epubH c ex p e rien c ed  s tagnation  d u rin g  2 0 ) ) ,  th e  s itu a tio n  is cx p e c tcd  to ch a n g e  in th e  fo ))ow ing  tw o  y ea rs . M o re  th an  
)6 6 ,0 0 0  sq u are  m eters o f  retai) sp ac e  is u n d er c o n stru c tio n  and  schedu)ed  to  b e  de)ivered  by  2 0 )3 . T he cap ita ) c ity , P rague an d  m a jo r  m ark e ts , B m o  and  O stra v a  are  c u r re n c y  we)) su p p )ied  w ith  
re ta i! sp ac e . D e n sity  figu res in these  m arke ts , as we)) a s  th e  w ho)e c o u n try , a re  am ong  the h ighest in the C E E  &  SE E  reg ion . D e v e lo p e r 's  p !a n s  in the th ree  b ig  c i t ie s  fo c u s  m ain !y  on  e x te n sio n s  o f  
w e!!-estab)ished  an d  p ro m in e n c y  !ocated  c e n te rs  w ith in  d e n se ly  po p u )a te d  ca tch m en t areas w h ich  have g o o d  co n n e c tiv ity  to  pub!ic  tran sp o r t an d  c a r  ac c e ss . 4 2 %  o f  th e  C zec h  R e p u b lic 's  fu tu re  
p ip elin e  co m e s from  ex ten sio n s. A s m ajo r m arke ts m atu re , deve lopers are b eg inn ing  to  sh ift to  m edium -sized  and sm aller s ized  c ities (4 0 ,000  to 80 ,000  inhab itan ts). C om pared  to  2010, th e  re ta il 
m arke t in  th e  C zech  R epub lic  today  is  see ing  g row th  in dem and  fo r retai! space , especia lly  from  m ass m arke t re ta ile rs , w ith  few  u p -m ark et b ra n d s a r riv in g  re c e n tly . P ra g u e  co n tin u es  to  b e  the 
p rim ary  fo c u s fo r  the m ajo rity  o f  re ta ile rs , c)ose!y  fb tto w ed  by  B m o  an d  O stra v a . In  te rm s  o f  loca tion , th e y  co n tin u e  to  c o n c en tra te  on  p rim e h igh  s tre e ts , and  on p rim e  sh o p p in g  ce n te rs . 
H ow ever, a s  th e  a ttra c tiv e  retai! sp ac e  on  o ffe r in  th ese  c itie s  narrow s, re ta i!ers  are b eg inn ing  to  look  at o p p o rtu n itie s  in sm a lle r  m arke ts , w h e re  th e  c o m p e titio n  is  no t as fierce .

Ju st like th e  res t o f  E u ro p e , th e  cu rren t eco n o m ic  situ a tio n  in H u n g a ry  is ch a lle n g in g . T h e  d ec rea se  o f  re ta i! sa les  b e tw e en  2007 an d  201 0  has s to p p ed  an d  is s ta g n a tin g  a t th e  m o m en t, 
th o u g h  th e  g o v e rn m e n t 's  a c tio n s  to  b o o st e m p lo y m en t m ig h t he!p  to  in c re ase  co n su m er sp en d in g . A tth o u g h  th e  overa ll s e n tim e n t o n  the H u n g a rian  re ta il m ark e t re m a in s  c o n se rv a tiv e , th e  lo n g - 
term  ou tlook  see m s p rom ising . S ho p p in g  ce n ter supp ly  in H ungary  to tals ! .3  m illion  square m eters (67%  o f  th e  tota! retai! s to ck ). T h e  retai! park  stock  o f  $ 8 7 ,0 0 0  square  m eters  accoun ts  fo r 3 0% , 
w h ile  o u tle t ce n ters , o ffe rin g  64 ,000  sq u are  m eters, p ro v id es  3%  o f  th e  tota! figu re . In  2 0 ! !  the m arket ex p erien ced  th e  largest am oun t o f  new  su p p ly  d e liv e red  to  th e  m arket s in ce  2007 . B y  
N o v em b er 2 0 ! ! ,  ap p ro x im ate ly  )0 0 ,000  square m eters o f  new  retai! space cam e to  the m arket in tw o pro jec ts. In  2012 h a lf  o f  th is y e a r 's  s to ck , in severa l sm all-s ized  sh o p p in g  ce n te rs , w ill b e  
su p p lied . T h e  capita! c ity  B u d ap est is w h e re  n ea rly  70%  o f  the n ew  su p p ly  w ill be deve loped . A s financ ing  re m a in s  th e  b o ttle n ec k  fo r m an y  com m ercia l p ro jec ts , sev era l sch e m e s u n d e r p la n n in g  
hav e  been  in th e  p ip e lin e  fo r tw o  to th ree  yea rs . L easin g  is  a!so a c h a lle n g e , e sp e cia lly  fo r n ew  pro jec ts w ith o u t re liab le  tra c k  re co rd s; re ta il ch a in s  p re fe r  to  sec u re  sp a c e  in ex is tin g  an d  w e ll- 
p e r fo rm in g  sh o p p in g  c e n te rs , in s tead  o f  new  an d  u n tes ted  p ro jec ts . S o m e  o f  th e  b est sh o p p in g  cen ters  in B u d ap est hav e  b ee n  re s tru c tu rin g  th e ir  ten a n t m ix es  as lea se  co n tra c ts  e x p ire . T h is  
c rea te s  a p erfec t o p p o rtu n ity  fo r in tern a tio n a l a n c h o r ten an ts  w h o  a re  k ee n  to  e n te r  the m ark e t. R eta ilers  are cu rren tly  ab le  to  ac h ie v e  fa v o rab le  lea se  c o n d itio n s  e sp e c ia lly  in p ro je c ts  in B u d ap es t

supp ly  in P o la n d  an d  it is  ex p e cted  th a t th is  sh are  w ill g row  in the fu ture . A s m ajo r m arkets m atu re , deve lopers are p ro g ressiv e ly  e x p a n d in g  in to  sm aller g eo g rap h ies  (le ss  than  20 0 ,0 0 0  p eo p le ) 
w ith  new  large -sca le  p ro jec ts . P oland  is  c learly  an  a ttra c tiv e  m arket w ith  m an y  in ternational cha ins w iH ing to  ex p lo re  th e  co u n try . A p p ro x im a te ^  25 c h a in s  s ta rte d  P o lish  op era tio n s  in 2 0 1 ! . 
S trong  re ta il d em an d  co u p le d  w ith  low  v ac an c y  in goo d  qu a!ity  asse ts  a n d  g o o d  ec o n o m ic  fu n d a m e n ta ls  ju s tify  n ew  d ev e lo p m e n t in the co u n try .

T he ec o n o m ic  c o n d itio n  o f  R om an ia  is slow !y  im prov ing . G ro w in g  retai! sa tes , increasing  sp end ing  p ow er and G D P  fo reca sts  are  p o s itiv e  s ig n s  fo r all m arke t s tak eh o ld e rs . E sp ec ia lly  
g iven  th a t R o m a n ia , w h ich  cu rren tty  o ffers  on ly  1.5 m illion  square m eters o f  shopp ing  ce n ter space , has o n e  o f  th e  low est d en s ity  leve ls o f  th e  C E E  &  S E E  reg io n : p re c ise ly  68  square  m ete rs  fo r 
ev e ry  ) ,0 0 0  inh ab itan ts . A fte r a  year an d  a h a )f o f  stagnation , the retai) m ark e t in R om an ia is  w itn essin g  a resu rg en ce  o f  d ev e to p m e n t and  re ta i)er ex p an sio n  ac tiv ity . A n  im p ressiv e  p ip e )in e  o f
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T h e  S e rb ia n  m ark e t, w ith  7.3 m illion  peop le , is  c le a rly  undersu p p tied  in re ta il te rm s and  o ffers  ju s t  307 ,000  sq u are  m eters o f  shopp ing  ce n te r space . T h is  tran s la te s  in to  the low est 
density  ra tio  (42  square m eters  fo r  ev e ry  1,000 in h ab itan ts) o f  all the sev e n  C E E  &  S E E  coun trie s. T h e  im m atu rity  o f  th e  m ark e t, the lack o f  go o d  q u ality  re ta il sp ac e , low  v ac an c y  ra te s  and  
g ro w in g  re ta i le r  d em a n d  is p u sh in g  d e v e lo p ers  to  re v iv e  th e  p ro jec ts  w h ich  th ey  pu t on h o ld  d u e  to  th e  ec o n o m ic  c r is is  an d  p ro c e e d  w ith  new  in v es tm en ts . 2011 has been  e x tre m e ly  a c tiv e  in 
te rm s o f  n e w  re ta il d e v e lo p m e n ts. 156 ,000 square m eters  is in  a  c o n stru c tio n  s tag e , an am o u n t w h ich  equa ls 4 5 %  o f  the p re sen t to ta l re ta il sp ac e , in c lu d in g  sh o p p in g  c e n te r, re ta il p a rk  and  fa c to ry  
ou tle t fo rm ats. T he em e rg in g  sto ck  is ev e n ly  sp lit be tw een  th e  th ree  fo rm ats. T o d ay , the o ffe r  o f  th e  re ta il m arke t is lim ited  to  sm all-s ized  sch e m e s  c o n s titu tin g  6 3 %  o f  th e  sh o p p in g  c e n te r  s to ck . 
T hat s itu a tio n  is  se t to  ch a n g e  in 2012 w ith  th e  arrival o f  p ro jec ts  cu rren tly  b ein g  d eve loped . In terest from  in ternational re ta ile rs  in the m arke t is s ig n if ican t: 11 n ew co m ers  ap p e are d  in 2 0 1 1 . T h e ir 
p rim ary  fo c u s  is  on  th e  m o st p ro m in en t an d  m o d em  sh o p p in g  ce n te rs  in  B e lg ra d e  b u t, a lso  in  h igh  s tree t re ta il un its . H o w e v er, w ith  th e  o p en in g  o f  so m e  m o d e m  sc h e m e s  in s e c o n d a ry  S e rb ia n  
c ities  su c h  a s  N iS , K rag u jev ac  and  P an cev o , re ta ile rs  are  sh o w in g  g ro w in g  in te re s t in sp re ad in g  a c ro ss  S erb ia. M any  in te rn a tio n a l re ta ile rs , su ch  as In d itex  a n d  G ru p o  C o rte fie l, h av e  d e c id e d  to 
ca n ce l a g reem e n ts  w ith  local fran ch ise  p a rtn e rs  and  to ex p a n d  th e ir b ra n d s  d irec tly .

W ith  th e  o p en in g  o f  n in e  sh o p p in g  m alls  in 2 0 1 0 , th e  to ta l in v en to ry  o f  co n te m p o ra ry  sh o p p in g  m all space in  B u lg a r ia  in cre ase d  to  56 0 ,0 0 0  sq u are  m ete rs  equa l to  74  sq u are  m e te rs  fo r 
ev e ry  1,000 in h ab itan ts . D e m a n d  fo r H igh  S treet sp ac e  in th e  fo u r la rg e st c itie s  rem ained  s tab le . R enta! leve ls in sho p p in g  m alls  an d  a c ro ss  th e  H igh  S tree t co n tin u ed  to  d ec rea se  s lo w ly . 2 0 1 0  
m arked  th e  la rg e s t annua! in c re ase  in te rm s  o f  sho p p in g  m a!l supp!y  w ith  a  fu rth e r 327 ,000  sq u are  m eters  o f  new  stock  co m p leted  and  thus to ta l sto ck  re ach e d  5 6 0 ,0 0 0  sq u are  m ete rs . D e sp ite  th e  
eco n o m ic  s lu m p , th ere  is  c le a r  op tim ism  am ongst re ta ile rs . In  th e  fu tu re  sh o p p ers  are  like!y  to  experience  n ew , n iche /hybrid  c o n c ep t s to res  (e .g ., c o m b in in g  fash io n  &  art, b o o k s &  caf2  o r  in te r io r  
&  fa sh ion ), m an y  o f  w h ich  w ill inc!ude an  e n te rta in m en t co m p o n e n t. F u tu re  d em an d  is ex p e c ted  to  com e from  th ree  m ain  seg m en ts ; so ft cash  &  ca rry , c o n v e n ie n c e  s to res  an d  lo w e r end  fa sh io n  
re ta ilers. P articu larly  n on-food  hy p erm ark e ts  are ex p e c ted  to  expand  in  th e  y ea rs  ahead . S ho p p in g  m a!!s in Sof!a en jo y  lo w  lev e ls  o f  v acancy . A s  a  re su lt o f  in ten s iv e  ex p a n s io n  a n d  fa ll in 
co n su m er dem a n d , so m e re ta ite rs  are fac ing  d w in d lin g  tu rn o v ers , and  th u s  are p ressed  financ ia lly . W ith  no new  ce n te rs  o p en in g  in 2 0 ! 1 in Sof!a , ex is tin g  m aH s h av e  a c h a n c e  to  p o s itio n  
th em selv es , an d  thus s tren g th e n  th e ir co m p e titiv e  o ffer. R en ta! leve ls a re  c le a rly  a ffec ted  b y  the in cre asin g  su p p ly  o f  sh o p p in g  m all sp ac e . T h e  H ig h  S tre e t is ex p e c ted  to  m ak e  a  co m e -b ac k  in  the 
com ing  perio d . N e w  !ocal re ta il concep ts  w il! b e  in troduced .

T h e  e c o n o m y  o f  L atv ia has s tab iliz ed  an d  s tarte d  to  g row , sh o w in g  a 5 .3 %  increase  in  rea! C ro ss  D om estic  P ro d u ct d u rin g  2 0 ! 1 ac co rd in g  to  p ro v is io n a l d a ta . A c co rd in g  to  p ro v is io n a l 
data o f  the p o p u la tio n  ce n su s held during  2010 , cu rren tly  th e re  are 2.1 m illion  inhab itan ts in  L atv ia. T h at is, du ring  the las t ten  y ea rs  L atv ia  !ost 30 0 ,0 0 0  in h ab itan ts , o f  w h ich  150 ,000  em ig ra te d . 
W eak d e m o g ra p h ics  is a  v e ry  serio u s  p ro b lem  fo r the L atv ian  econom y. D uring  2011 re ta il trad e  tu rn o v er s tab ilized  an d  s ta rte d  to  g ro w , su p p o rted  by  re c o v e ry  o f  d o m estic  dem a n d . T h e  an n u a l
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* A s p a r t o f  th e  tra n sa c tio n s  fo r th e  sa te  o f  o u r  re a l e s ta te  a s se ts , w e h av e  u n d erta k en  to  in d em n ify  th e  re sp e c tiv e  p u rc h ase rs  fo r any  lo sse s  an d  co s ts  in c u rre d  in c o n n e c tio n  
w ith  th e  sa te  tran sa c tio n s . T h e  in d em n ifica tio n  p ro v is io n s  u su a tty  in c tu d e: (i) in d em n ifica tio n s  in resp ect o f  in teg rity  o f  ti tte  on th e  asse ts  an d /o r the sh a res  so td  (/.e .: th a t  the 
asse js  a n d /o r  the sh a res  are  w h o tty  ow n e d  and  are  6*ee an d  c le a r  from  an y  e n c u m b ran c es  an d /o r m o rtg ag e  and  th e  tike). S uch  in d em n ifica tio n  g en e ra lly  su rv iv es  in d efln ite ty

sig n if ic a n t co s ts  w itt b e  b o m e in re sp ec t o f  th ese  in d em n ifica tio n  prov isions.

* A fo rm er sub sid ia ry  o f  PC inco rpora ted  in P rague ("B es tes" ), w h ich  w as so td  in  Ju n e  2 0 0 6  is  a party  to  an  ag reem e n t w ith  a  th ird  p a rty  ("L e sse e"), fo r th e  tea se  o f  com m ercia! 
areas  in a  ce n te r co n s tru c ted  on p ro p e rty  ow n e d  by  it, fo r a p erio d  o f  30  yea rs, w ith  an  op tio n  to  ex te n d  the tea se  p e rio d  b y  an  ad d itio n a! 30  y ea rs , in  c o n s id e ra tio n  fo r  €6.9 
m ittion  (a p p ro x im ate ly  $ 8 .9  m ittion ), w h ich  has been  fu lly  paid . A ccord ing  to  the tease ag reem en t, the L essee has th e  rig h t to  term inate the tease , su b jec t to  fu lfillm en t o f  ce rta in  
c o n d itio n s  se t forth  in th e  ag reem en t. A s part o f  the ag reem e n t fo r the sa te  o f  B estes to  K tep ie rre  in Ju n e  2 0 0 6 , it w as ag reed  tha t PC  w it! re m a in  tiab te  to  K tep ie rre  in ca se  the 
L essee te rm in a te s  its co n tra c t. P C 's  m an ag em en t be!ieves th a t th is  com m itm en t wi!! no t re su lt in any  m ateria! am o u n t due to  b e  p aid  by it.

w ith o u t a  righ t o f  re im b u rsem en t from  us. E!bit M edica! a!so u ndertook  to  indem nify  G a m id a and  T ev a P h arm aceu tica ! In d u stries  L td ., a s  th e  sh a reh o ld ers  o f  the jo in t  v en tu re  
Gamida Ce!l -  T ev a Jo in t V en tu re Ltd. fo r dam a g es on ce rta in  m atters. T h ese  ind em n ifica tio n  u ndertak ings o f  E lb it M ed ica l re p la ce d  s im ila r u n d erta k in g  fo rm e rly  m ade b y  u s  to 
th e se  p a rtie s .

F. TA B U L A R  D ISC L O S U R E  O F C O N T R A C T U A L  O B L IG A T IO N S

O u r c o n tra c tu a l ob lig a tio n s  co n sis t m ain ty  of: (i)  long-term  b o rro w in g s  (m ain ly  !oans from  b an k s  an d  flnancia! in s titu tio n s  and  non  convertib !e  an d  co n v e rtib le  n o tes); (ii) long-term  
o p era tio n a t teases; (iii) co m m itm e n ts  to w ard s  su p p tie rs , su b co n tra c to rs  an d  o th e r th ird  partie s in respect o f  land  a c q u isitio n s; an d  (iv ) o th e r long  term  liab itities  re flec te d  in th e  b ala n ce  sh ee t. O u r 
con trac tual o b tig a tio n s  are genera tly  tinked  to foreign  cu rren c ies  (m ain ly  E uro  and U .S. do ltar) an d /o r o th e r indexes (such  as the Israeli co n su m er p rice index). B elow  is a sum m ary  o f  o u r 
s ig n if ican t co n tra c tu a l o b tig a tio n s  as o f  D e cem b e r 3 ! ,  2 0 ! 1 in N IS , b ase d  upon th e  re p rese n ta tiv e  ex c h an g e  ra te o f  the N IS  as  o f  th e  b ata n ce  sh ee t d a te , a g a in st th e  cu rren c y  in w h ich  th e  
ob tiga tion  is o rig in alty  d en o m in a te d  or b ase d  on  the re sp ec tiv e  index  o f  th e  Israeti co n su m er p rice index as  o f  D ecem b er 3 ! ,  2 0 ! 1. A ctua! p ay m e n ts  o f  th ese  am o u n ts  (a s  are  p resen ted  in o u r 
financia! s ta tem en ts) are  s ig n if ican tty  d ep e n d en t upon such  ex change ra te s  o r in d ex es p re v a ilin g  as at the date  o f  ex e cu tio n  o f  su ch  o b lig a tio n , an d  th e re fo re  m ay s ig n if ican tty  d iffe r from  the 
a m o u n ts  p re sen ted  h ere in  b etow .
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ITEM  6. D IR E C T O R S, SE N IO R  M A N A G EM EN T AND EM PLO Y EES

A. D IR E C T O R S  A N D  SE N IO R  M A N A G EM EN T

P O SIT IO NA GENAME

Co-CEO
Co-C EO  and CEO  o fP C  
C h ie f Financia! O fficer

57
57
72
72
51
72
38
40
44
4!
44

M o rd e ch ay  Z is s e r  (')  (3) 
Shim on Yitzhaki ('!(3) 
D av id  R u b n e rP )
Z v i T ro p p  0 (2) (3)

E lina Frenke) R onen  ( ')  P) 
D u d iM a c h tu f
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has d eve!oped  m ajo r rea! es ta te  dev e io p m en t p ro je c ts  in !srae] (inc)ud ing  the c ity  o f  E m m anuel, th e  H e rz liy a  M arina , the A sh k e lo n  M arina , and  the S ea an d  S u n  lu x u ry  re s id e n tia l p ro jec t in no rth  
T e l A v iv ), a s  w ell a s  la rg e  sca le  res id en tia l an d  hote) p ro jec ts  abroad . M r. Z isse r has also  served  as E x ec u tiv e  C hairm an  o f  the board  o f  d irec to rs  o f  PC s in ce  O c to b e r 2006 . M r. Z is se r  is a m em b er 
o f  the in v estm en t com m ittee  o f  E PN  sin ce  2 0 )0 .  M r. Z isser is ac tiv e  in ch a ritab le  o rgan iza tions  and  is  a m em b er o f  the m an ag em en t o f  the "O ra n it"  gu est h o m e fo r ch ild re n  w ith  ca n ce r, a s  w e ll as

SH IM O N  Y ITZH A K I. O n January  1, 2010 , M r. Y itzhaki w a s appo in ted  as our E xecutive C hairm an  o f  the board  o f  d irec to rs. F rom  M ay 1999 until D e cem b e r 2009 , M r. Y itzhak i se rv ed  as 
o u r  P residen t, C h ie f  E xecu tive O fficer and  has served  as a  m em b er o f  o u r  b oard  o f  direc to rs s in ce  M ay  )9 9 9 . F rom  M arch  2005 un til A ugust 2 0 0 6 , M r. Y itzh ak i serv ed  as o u r C h ie f  F inancia l 
O fficer. M r. Y itzhaki serves  as a  m em b er o f  th e  board  o f  d irec to rs  o f  a  n u m b er o f  ou r su b sid ia ries , such  as InS igh tec . E lb it U ltraso u n d  L td . and  E lb it M ed ica l T ec h n o lo g ie s  L td . an d  PC  (s in ce

DA V ID  RU BN ER. M r. R ubner has served  as  a m em ber o f  o u r b o ard  o f  d irec to rs  since  Ju ly  2003. M r. R u b n er se rv es  as  C h airm an  o f  the board  o f  d irec to rs  and  C h ie f  E x ec u tiv e  O ffic e r  o f  
R ubner T e c h n o lo g y  V en tu res  L td . a s  w e ll as th e  G enera! P artn er o f  H yperion  Israel A dv iso rs L td ., a  v en tu re  capita l firm . F rom  !9 7 0  un til 2000 , M r. R u b n er h e ld  vario u s  p o sitio n s  at E C ! T ele co m  
L td ., inc lud ing  P residen t, C h ie f  E xecutive O fficer , C h ie f  E ng ineer, V ice P residen t o f  operations an d  E xecu tive V ice  P resident and  G enera! M anager o f  the T ele co m m u n ic atio n s  D iv ision  o f  E C I. M r.
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su b sid ia rie s . M s. Frenke! R onen  ho!ds a B .A . in a c co u n tin g  an d  e c o n o m ic s  and  an  E xecu tive M .B .A ., bo th  from  T e!-A viv  U n iv ers ity . M s. Frenke! R onen is a  C e rtifie d  P ub lic  A cco u n tan t.

DUD! M A C H LU F O n Jan u a ry  ! ,2 0 1 0 , M r. M a c h !u f  w a s ap p o in ted  as  o u r Co-C EO . From  A ugust 2006 unti! 2009 , M r. M ac h !u f served  as o u r C h ie f  F inancia! O fficer. F rom  2003 unti! 2005, 
M r. M a c h !u f  w a s  th e  h ea d  o f  o u r ac co u n tin g  d ep a rtm en t a n d  m anaged  the tran sa ctio n  dep a rtm en t. M r. M a c h !u f  also  se rv e s  as  C h ie f  E x ec u tiv e  O f fic e r  o f  E lb it M ed ica l a n d  h as  se rv e d  as  a 
d irec to r o f  InS igh tec. F rom  June 2 0 !0  unti! Ju n e  2 0 ! ! ,  M r. M a c h lu f  serv ed  as a d irec to r o f  ED T . M r. M a c h lu f  is a  m em ber o f  th e  investm en t com m ittee  o f  E P N . P rior to  jo in in g  u s , M r. M a c h !u f 
w as a  m an a g er at D elo itte , C ertified  P ub lic  A ccoun tan ts . M r. M a c h lu f  h o ld s  a B .A . in E conom ics and  an  L .L .M ., bo th  fro m  B ar Han U niv ers ity  and  is a  C ertified  P u b lic  A c co u n tan t.

R A N  SH T A R K M A N . O n Jan u ary  ! ,  2 0 ! 0 , M r. S h ta rkm an  w a s appo in ted  as o u r C o-C EO . M r. Shtarkm an also  serves  as C E O  o f  PC since S ep tem b er 2006 , as E x ecu tiv e  D irec to r o f  PC  
since O c to b er 2 006  and as  P resident o f  PC  since  2007. F rom  2004 unti! 2006 M r. Shtarkm an served  as C h ie f  F inancia! O ffice r o f  PC. P rio r to that he se rv ed  as C h ie f  F inancial O ffice r o f  SPL

C ertified  P u b lic  A ccoun tan t'

D O R O N  M O SH E . O n  January  ! ,2 0 ! 0 ,  M r. M o sh e w a s appo in ted  as o u r CFO . F rom  January  2006 unti! Jan u ary  2 0 ! 0 , M r. M oshe served  as o u r C h ie f  C on tro lle r. F rom  2 0 0 ! unti! 2 0 0 5 , M r. 
M o sh e served  as  the C ontroH er o f  ou r su b sid ia ries . M r. M o sh e a lso  se rv es  as  C h ie f  F inance  O fficer o f  E lb it M ed ica l. F rom  200 0  unti! 2 0 0 ! ,  he se rv ed  as  th e  C o n tro lle r fo r  a  g ro u p  o f  p ub lic  
c o m p a n ie s  in th e  fie ld s  o f  co n tra c tin g , real es ta te , and  te c h n o lo g y , an d  from  !9 9 9  unti! 2000 , he w as a s e n io r  ac co u n tan t at K P M G  !srae!. M r. M o sh e h o ld s  a  B .A . in A c c o u n tin g  an d  E co n o m ics  
from  th e  U n iv ers ity  o f  H a ifa  and  is  a C ertified  P ub lic  A ccoun tan t.

ZV1 M AAYAN M r. M aayan  h as  serv ed  as o u r G enera! C ounse! s in ce  O c to b cr 2008. F rom  2007 unti! O c to b e r 2 0 0 8 , M r. M aayan  served  a s  o u r  A ss is tan t G enera! C o u n se!. F ro m  2 0 0 0  
unti! 2007 M r. M aayan served  as  A ssistan t G enera! Counse! fo r !srae! A e ro sp ac e  industries  L td. F rom  !9 9 6  unti! 2000 , M r. M aay an  w as a sen io r assoc ia te  in th e  !aw  firm  S h u g o !, K e tz e f, E hr!ich , 
K em er &  C o ., spec ia liz ing  in com m ercial and  civ il law , in tem ationa! co m m erce , banking  and financing , bankrup tcy , b iopharm aceu tica ! industry , real es ta te  an d  litiga tion . F rom  Ju n e  2 010  until
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In N o v em b er 2007, o u r shareho tders  approved  an annua) bonus for M r. Z isser, no! to exceed  N !S !8  m iHion, ca)cu)ated as fo ttow s: (i) 0%  o f  the first N IS  )0 0  m ittion  o f  p ro fits  (as defined  
betow ); (ii) 2 .3%  o f  profits betw een N IS )0 0  miHion and N IS  )23  m iHion; (iii) 3%  o f  profits betw een N IS !23 miHion and N IS 130 miHion; and  (iv) 3 .3%  o f  p rofits  exceed ing  N IS  )30  miHion. The 
annua) b onus is pay ab te  w ith  resp ect to  the fisca) y e a r ended  D ecem ber 3 ! ,  2 006  and  fo r each  flsca! y e a r th e re a fte r fo r so )ong as M r. Z is se r  se rv e s  as a d ire c to r  o r o ff ic e r  o f  u s  o r  any  o f  our 
su b sid ia rie s . F o r  the p u rp o se  o f  d e te rm in in g  th e  an n u a t b o n u s , in ac co rd a n ce  w ith  re so tu tio n s  o f  o u r au d it co m m ittee  and board  o f  d ire c to rs  o f  M ay  2 9 , 2 0 0 8  and  a tso  based  on tegat adv ice  
re ce iv e d , "p ro fits"  for any  y ea r shatt m ean  o u r p ro fit b e fo re  tax es, a s  d isc to sed  in o u r annua t au d ited  c o n so tid a ted  financ iat sta tem en ts  fo r tha t y e a r m in u s p ro f it (to s s )  be fo re  tax  a ttrib u tab te  to 
th e  m in o rity  sh a reh o td ers  and m in u s su ch  lo ss  (b e fo re  tax e s  and  a f te r  d e d u c tio n  o f  p ro fit (to ss ) a ttrib u tab te  to  the m in o rity  sh a re h o td e rs ) a s  d isc to se d  in o u r  an n u a t c o n so tid a ted  aud ited  
financia! s ta tem en ts  fo r att y ea rs  co m m en c in g  2 0 0 7 , th a t h ad  n o t atready  been  d ed u c ted  fo r th e  p u rp o se  o f  ca tcu ta tin g  such  an n u a t b o n u s fo r any  p re v io u s  y e a r . S u ch  re so tu tio n  shatt be ap p tied , 
re tro a c tiv e ty , to bon u ses  pay ab te  in re sp ect o f  the y e a r 2 007  and  th e re a fte r. P u rsu an t to an am e n d m e n t to  the Israeti C o m p a n ies  L aw , th e  e f fe c tiv e n e ss  o f  th is  b o n u s is  su b je c t to  re -ap p ro v at by  
o u r sh a reh o td ers .

E ffec tiv e  January  ) , 2 0 t0 ,  M r. Z isse r w as ap p o in ted  o u r E x ecu tiv e  P residen t. M r. Z isser 's  serv ices  and com p en sa tio n , a s  de ta i)ed  ab o v e , w e re  u n a ffe c te d  by  th is  new  ap p o in tm en t. M r. 
Z is se r  co n tin u es  to  serve on o u r board  o f  d ire c to rs .

In N o v em b er 2 0 0 7 , o u r sh areh o td ers  appro v ed  a serv ice ag reem e n t b e tw een  PC and  M r. Z isse r fo r h is serv ices as the E x ecu tiv e  C h airm an  o f  P C . In c o n s id e ra tio n  fo r su ch  serv ices  M r. 
Z isse r re ceiv e s  a m on th ty  sa tary  o f  $ 2 3 ,000 , a s  w ett as re im b u rse m en t o f  his reasonab te  ex p e n ses  incurred  in the p erfo rm ance o f  h is d u ties . U n d e r the se rv ic es  ag reem e n t, th e  sa tary  is  to  be 
re v ie w ed  by the board  o f  d irec to rs  o f  PC  each  y e a r and m ay  be increased , su b jec t to ap p tica b te  taw . M r. Z isse r has w a ived  h is righ t to  re ce iv e  from  PC  any  sev e ran c e  pay  u n d er the Israe ti 
S ev eran ce  Pay  Law  and sociat benefits .

U n d e r Israeti taw , h o w ever, a w a iv e r o f  ce rta in  so cia t b enefits , in c tu d in g  severance  p ay , has no e ffec t, and th ere fo re  w e m ay be ex p o se d  to p o ten tia l ad d itio n at p ay m e n ts  to M r. Z is se r  in 
an  agg reg ate  am o u n t w h ich  w e betiev e  to  be no t m ateria! to  u s , shou!d  th e  ag reem e n t be re g ard e d  as an em p to y m en t ag reem en t. E ach  party  m ay te rm in a te  th e  se rv ic e  ag reem e n t upon ! 2 m o n th s ' 
p rio r no tice.

A g reem en ts  w ith  o u r  F o rm e r  E x ecu tiv e  V ice  C h a irm a n

P u rsu an t to  an em ptoym en t ag reem en t approved  by  o u r shareho tders  on Jan u ary  )7 , 2 0 0 8 , M r. A braham  (R am i) C oren  served  as o u r  E x ecu tiv e  V ice  C h airm an  o f  the b o ard  o f  d irec to rs  
th ro u g h  D ecem ber 3 t ,  2009 . M r. G oren  atso  had  the responsib i!ity  o f  o u r b u sin ess  ac tiv ities  in A sia  and in p articu ta r, Ind ia, unti! h is re s ig n a tio n  in D e cem b e r 2009 . O u r annua t co s t o f  M r. G oren 's

U nder th is  ag reem e n t, w e p ro v id ed  M r. G oren  w ith  a veh ic te  su ita b te  to  h is position  an d  b o re  att re ta ted  expenses, inctud ing  tax e s  and m ed ica t in su ran c e .

U nder an ag reem en t be tw een  M r. G oren  and P C , dated  O c to b er 26 , 2 0 0 6 , w h ich  w as app ro v ed  by o u r shareho tders  m ee tin g  on Jan u ary  !7 , 2 0 0 8 , M r. G oren  received  op tio n s  to  acq u ire  
3%  o f  the h o td in g  com pany  th ro u g h  w h ich  PC c o n d u c ts  its o p era tio n s  in Ind ia. T h e  o p tio n s  w e re  su b jec t to vesting  o v er a th ree -y e ar p e rio d  an d  b ec am e fu!)y v ested  on M arch  3 ) ,  2009. W here  
co n sid ered  ap p ro p ria te , and  by ag reem en t, M r. G oren  wi)! be en tit!ed  to  re ce iv e  a 5%  in te re s t in spec ific  p ro jec ts , in w hich  case necessary  a d ju stm en ts  wi!! b e  m ade at the ho !d in g  com pany  !eve!. 
T h e  o p tio n s  m ay  be ex e rc ise d  a t any  tim e , fo r ca sh  o r on a cash !ess  b as is , at a p rice  based  on P C 's net eq u ity  investm en t m ade in th e  p ro jec ts  p !us in te re st a c c ru e d  at the ra te  o f  L IB O R  p!us 2%  
p er annum  from  th e  date o f  investm en t unti! th e  d a te  o f  exercise .

M r. G oren  has a pu t rig h t to re q u ire  PC to  p u rc h ase  shares  hetd  by h im  foH ow ing ex c rc ise  o f  the o p tions, a! a p rice  to  be d e te rm in e d  by an  in d ep e n d en t ap p ra ise r. I f  PC se tts  its shares  in 
th e  Indian ho td in g  com pany  to  a th ird  party , M r. G o re n 's  o p tio n s  w itt no t be a ffec ted . H o w e v er, i f  a new  in v esto r is a tto tted  shares  in th e  h o td in g  c o m p a n y , M r. G o re n 's  o p tio n s  w itt be d itu ted

!27



o f  his w ork ing  tim e to  us.

!n addition , M r. Y itzhaki is entit!ed to an annua! bonus, ca!cu!ated as fo!!ows: (i) 0 .73%  o f  the first N IS  !25  miHion o f  profits; (ii) 0 .875%  o f  pro fits  b e tw een  N !S  !25  miHion and N !S  !5 0  
miHion; and  (iii) !%  o f  p rofits  exceed ing  N !S  !5 0  m iHion. F o r the pu rpose  o f  de te rm in ing  the annua) bo n u s, in acco rdance  w ith  the rcso !u tions o f  o u r  au d it c o m m itte e  and  b o ard  o f  d irec to rs  o f

C . BO A R D  P R A C T IC E S
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on D ecem ber 25, 2 0 ) ! .

)aw  b y  u s  o r  any  o f  o u r  ag en ts. U n d e r N a sd aq  ru!es, th e  approva! o f  th e  au d it co m m itte e  is a!so  req u ired  to  effec t re )a te d -p arty  tra n sa c tio n s  th a t w o u !d  b e  re q u ire d  to  b e  d i s d o s e d  in o u r  an n u a! 
report.

N a sd aq  ru!es re q u ire  th a t d irec to r n o m in ees  b e  se!ec ted  o r reco m m en d ed  fo r th e  b o a rd 's  se lec tio n  e ith e r  by  a c o m m itte e  co m p o sed  so)e!y  o f  in d ep e n d en t d irec to rs  o r  by a m a jo rity  o f
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in the 2007 P!an.

158 ,637 ,000  op tio n s  exercisab te into 79^443,500 ord inary  shares  o f  E tb it M edica! fo r an exercise p rice o f  N !S  0.40. T he exerc ise  p rice  o f  ea ch  op tion  wi!! be reduced  upon d is tr ib u tio n  o f  d iv id en d s , 
s tock  d iv id e n d s  e tc . T he ex e rc ise  m ech an ism  o f  the o p tio n s  into E tb it M ed ica !'s  shares  wi!! be as foMows: a t the exerc ise  date  the co m p a n y  sha!! issue  to  ea ch  o p tio n  h o !d e r sh a res  equa! to  th e  
d iffe ren c e  b etw een  (A ) th e  p rice o f  E tb it M ed ica!'s  shares on the T A S E  on th e  exerc ise  d ate , p rov ided  tha t i f  such p rice  ex c ee d s !0 0 %  o f  th e  exerc ise  price , th e  open in g  p rice  sha!! be se t a s  !0 0 %  
o f  the ex e rc ise  p rice  (the  "C apped E xercise P rice"); !ess (B ) the exerc ise  p rice  o f  th e  options; and the resutt (A m inus B ) wi!! be d iv ided  by the C apped E xercise P rice.
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P C  -SVtarc O pf/on

P C 's  2006 Share O ption S chem e, as am ended  in A ugust 2007, N ovem ber 2008 and N o v e m b e r 2 0 ! !  (the  "2006 Schem e") p ro v id es  for the gran t o f  up  to  4 6 8 3 4 ,5 8 6 ״  op tions to  em p to y ee s , 
d irec to rs , o ff ic e rs  and o th e r  perso n s w ho p ro v id e  se rv ic es  to  PC , inc tud ing  o u r em ptoyees. T he ex e rc ise  p rice  p e r op tion  is the av e rag e  d o s in g  p rice  o f  P C 's  sh a re s  traded  on the L on d o n  S tock  
E xchange du rin g  the fifteen -day  period  p rio r to  the date  o f  g ran t.

T h e  op tio n s  are  e x e rc isa b le  p u rsu a n t to  a " c a s h le s s "  exerc ise  m echan ism  w h ereby , in !ieu o f  p ay in g  the exerc ise  p rice  o f  th e  op tio n  in ex c h an g e fo r at! th e  o rd inary  sh a res  su b jec t to the 
o p tio n , th e  h o td e r is issued  such  n u m b er o f  o rd in a ry  sh a res  w h o se  m ark e t va!ue eq u a ts  the d iffe ren c e  b e tw e e n  (i) the o p en in g  p rice o f  the o rd in ary  sh a res  on  th e  L on d o n  S tock  E x ch a n g e  on the 
ex e rc ise  d a te  (o r W arsaw  S tock  E xchange in ca se  no o p en in g  p rice on th e  L ondon  S tock E xchange is avai!ab!e on the re te v an t da te  o f  ex erc ise ), p rov ided  tha t if  th e  op en in g  p rice  ex ceed s f3 .2 4  
th e  o p en in g  p rice  is s e t a t f  3 .24 (ex cep t fo r th e  second  em p to y ee  s tock  o p tio n , fo r w hich  th e  cap is set at f2 .0 0 )  !ess (ii) the exerc ise  p rice o f  the o p tio n s, w ith  th e  d ifference betw een  (i)  and (ii) 
d iv id ed  by th e  o p en in g  p rice  o f  the o rd inary  sh a res  on the L o ndon  S tock  E x ch an g e on the ex e rc ise  date .

U n d e r the term s o f  th e  2006 S ch em e , o p tio n s  v e s t o v e r  a p erio d  o f  th ree  yea rs, such  th a t 3 3 .3 3 %  o f  th e  op tio n s  g ran ted  beco m e ex e rc isa b le  on  ea ch  o f  the firs t, second  and  th ird  
an n iv e rsa rie s  o f  the date o f  gran t. P u rsuan t to  th e  a m e n d m e n t o f  the 2006 S chem e in N o v e m b e r 2 0 0 8 , a!! op tio n s  tha t w ere not vested  on O c to b e r 26, 2008 shaft beg in  the th ree -y e ar v e s tin g  c y d e  
from  the b eg in n in g , com m enc ing  as o f  O c to b e r 25, 2008. In ad d itio n , P C 's shareho tders au th o rized  PC 's board  o f  d irec to rs  to  atto t equity  secu ritie s  ( in c tu d in g  r ig h ts  to  ac q u ire  eq u ity  sec u ritie s )

U pon th e  o cc u rre n ce  o f  an  even t o f  ch a n g e  o f  co n tro t in PC (as d e fin e d  in the 2006 S ch em e ), th e  v estin g  o f  at! th e  o u ts ta n d in g  op tio n s  g ra n te d  b y  PC  th a t w ere no t ex e rc ise d  o r  d id  no t 
ex p ire  by such  d ate , shatt be fu!ty  acce te ra ted . A s o f  M arch  3 ! ,  2 0 !2 ,  op tions to pu rchase  2 9 ,3 0 5 ,7 !8  o rd in ary  shares  w ere ou ts tand ing  u nder the 2 006  S ch em e (o n  a futty  d itu te d  assu m p tio n  
basis).

PC /nd!a PaMc Company f"PC7") ̂ Aarg P/an

O n Septem ber 7 , 2 0 !0 , PC! ad o p te d  an  in ce n tiv e  p!an  fo r th e  g ra n t o f  o p tio n s  to  o ff ic e rs  an d  em p !o y e es  o f  PC I, u s  and  o f  a ffilia te  c o m p a n ie s  ( th e  " 2 0 !0  PCI Plan").

T h e  2 010  PC I P lan  p rovides fo r th e  gran t o f  up  to  !4 ,6 9 7  o p tio n s  exercisab!e in to  O rd ina ry  C  S hares o f  PCI, to em ployees, d irec to rs  and  o ff ic ers  o f  PC I an d /o r affilia tes  o f  PC I includ ing  
o u r em p lo y ee s . T h e  ex e rc ise  p rice  p er o p tio n  shall be d e te rm in e d  b y  th e  b o ard  o r  by  the a d m in is tra to r o f  th e  p lan . T h e  op tio n s  ex p ire  seven  y ea rs  from  th e  d a te  o f  g ran t.

T h e  op tio n s  are  ex e rc isa b le  e ith e r by  p ay m e n t o f  th e  ex e rc ise  p rice  in  cash  o r p u rsu a n t to  a  " c a s h le s s "  exerc ise  m echan ism  w hereby  in lieu  o f  pay in g  th e  ex e rc ise  p rice  o f  the o p tio n  in
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Im m ed ia te ly  p rio r  to  ;he co nsum m ation  o f  a listing o f  sec u ritie s  o f  the parent co m p an y  o f  PC I. the O rdinary  C S h are s  held by each  partic ip a n t sh a ll au to m atica lly  co n v e rt in to  the sam e 
ty p e  o f  sh a res  be in g  listed  such tha t im m edia te ly  fo llow ing  listin g  th e  p ro p o rtio n  o f  sh a res  in PC I held by each p a rtic ip a n t co m p ared  to  the p ro p o rtio n  o f  sh a res  in PC I held  by  o th e r sh a reh o ld ers  
shall be the sam e as im m edia te ly  prio r to L is ting , and all op tio n s  u nder th e  2010 PCI P lan shall b ec o m e exerc isab le  into listed  sh a res  o f  the p aren t com p an y , m lieu  o f  O rd ina ry  C S h are s  su ch  that 
im m e d ia te ly  fo llo w in g  listing  the p rop o rtio n  o f  th e  underly in g  shares issu ab le  upon ex e rc ise  o f  the op tio n  com pared  to the p rop o rtio n  o f  shares  in PCI h eld  by o th e r sh a reh o ld ers  shall be the

In ad d itio n  su b jec t to  the receip t o f  ap p ro p ria te  ap p ro v als  from  the re lev an t tax  au th o ritie s , i f  ap p licab le  an d /o r any  o th e r ap proval req u ired  as d e te rm in e d  by the a d m in is tra to r  o f  the 
2010 PC I P lan  p rio r 'to  the consum m ation  o f  a listing  o f  sec u ritie s  o f  any subsid ia ry  o f  the P C I, an d  su b jec t fu rthe r to  any and  ap p ro p ria te  a d ju stm en ts  w h ich  are n ec essary  as d e te rm in e d  by  the 
ad m in is tra to r, each  p artic ip a n t shall have the rig h t to  be issued: (i) op tio n s  fo r secu ritie s in the listed  su b sid ia ry  in lieu  fo r h is op tio n s  u n d er the 2 010  PCI P la n ; a n d /o r (11) sec u ritie s  in th e  listed  
su b s id ia ry  in lieu  fo r the O rd in a ry  C sh ares , re flec tin g  his in d irec t pe rcen ta g e  in terest in the listed  sub sid ia ry  and  to  h av e  such  sh ares  reg is te red  for trad in g  to g e th e r  w ith  th e  o th e r  sh a res  o f  the

P rio r to an IP O . the underly in g  sh a res  are sub jec t to ce rta in  "N o Sale"  and  o th e r re s tr ic tio n s .

A s o f  M arch  31 2012 , op tions to pu rchase  14,212 O rd inary  C S hares w ere outstand ing  u n d er the 2010 PCI Plan.

E / M  P /a z a  /n</!'a /? fa /  R / a f f  M a r e  P /a n

On A ugust 16, 2010, EPI ad o p te d  an  in ce n tiv e  p lan  fo r the gran t o f  op tio n s  to  o ff ic e rs  an d  e m p lo y ee s  o f  EPI, us and  o f  a f filia te  c o m p a n ie s  (the  2010 EPI Plan ).

T he 201 0  EPI P lan  p rov ides fo r the gran t o f  up  to  32 ,600  op tio n s  exerc isab le  in to  O rd ina ry  C  S hares o f  EPI, to em ployees , d irec to rs and  o fficers o f  EPI an d /o r affilia tes  o f  EPI inc lud ing  
o u r em p lo y ee s . T h e  ex e rc ise  p rice  per o p tio n  shall be dete rm in e d  by  the b o ard  o r by  the ad m in is tra to r o f  the p lan . T he o p tio n s  ex p ire  seven  y ea rs  from  th e  d a te  o f  gran t.

T h e  o p tio n s  are e x e rc isa b le  e i th e r  by pay m en t o f  th e  ex e rc ise  p rice  in cash  or p u rsu a n t to  a " c a s h le s s "  exercise m echan ism  w hereby  in lieu o f  pay in g  th e  exerc ise  p rice  o f  the O p tio n  in 
ex c h an g e  fo r all th e  O rd in a ry  C S hares su b jec t to  the o p tio n , th e  h o ld e r is issued  such  n u m b er o f  O rd ina ry  C S hares w h o se  m ark e t va lue  equa ls the e x c e ss  o f  ( 1) th e  m ark e t ״ ah'): o f  a]] the 
u n d erly in g  sh a res  su b jec t to  th e  o p tion , i f  the ex e rc ise  o ccurs  fo llow ing  th e  c lo s in g  o f  an  IP O  o r  the fa ir  v a lu e  o f  such  u n d erly in g  share i f  the ex e rc ise  o cc u rs  p n o r  to  th e  c lo s in g  an  IP O , o v er (n )  

th e  ag g reg ate  ex e rc ise  price .

U n d e r th e  term s o f  the 2 0 !0  E P! P !an , op tio n s  v est o v er a p e rio d  o f  th ree yea rs , so  tha t 3 3 .3 3 %  o f  the o p tio n s  g ra n te d  b ec o m e ex erc isab !e  on  e a c h  o f  th e  firs t, sec o n d  an d  th ird

Im m ed ia te ly  p rio r  to  the co n su m m atio n  o f  a listing  o f  sec u ritie s  o f  th e  parent co m p a n y  o f  E P I, th e  O rd ina ry  C S hares held  by  each  partic ipan t shall au to m atica lly  c o rn e r!  in to  th e  sam e 
ty p e  o f  sh a re s  b e in g  lis te d  such  that im m e d ia te ly  fo llo w in g  listin g  th e  p ro p o rtio n  o f  shares  in th e  E PI h eld  by ea ch  p a rtic ip a n t co m p ared  to  th e  p ro p o r tio n  o f  shares  in  E P I h eld  by  o th e r 
sh a reh o ld ers  shall be th e  sam e as  im m ediately  p n o r to L is ting , and all op tio n s  un d er th e  201 0  EPI P lan  shall becom e ex e rc isa b le  in to  listed  shares  o f  th e  p a re n t com p an y , m  h e u  ° f  O rth n a ry  C 
S h are s  su ch  th a t  im m ed ia te!y  foH ow ing !is tin g  the p ro p o rtio n  o f  th e  u n der!ym g sh ares  1ssuab!e  upon ex e rc ise  o f  th e  op tio n  co m p a red  to  th e  p ro p o rtio n  o f  sh a res  !n E P ! he!d  by  o th e r 

sh a reh o td ers  sha!! be th e  sam e  as im m ediate!y  p rio r to  !isting.

In  ad d itio n  su b jec t to  th e  receip t o f  ap p ro p ria te  ap p ro v als  from  th e  re lev an t tax  au th o ritie s , i f  ap p lica b le  a n d /o r an y  o th e r approval req u ired  as d e te rm in e d  by  the a d m in is tra to r  o f  the 
201 0  E P t P la n  p rio r 'to  th e  co n su m m atio n  o f  a  listin g  o f  sec u ritie s  o f  an y  su b sid ia ry  o f  th e  E P I, an d  su b jec t fu rth e r to  an y  an d  a p p ro p ria te  ad ju stm en ts  w h ich  are n ec essary  as  d e  e rm in e d  by  he 
ad m in is tra to r, each  p a rtic ip a n t shall hav e  th e  righ t to b e  issued : (i)  o p tio n s  fo r sec u ritie s  in th e  liste d  su b sid ia ry  in lieu  fo r h is  o p tio n s  u n d e r the 2 0 10  E P I P lan  an d /o r 11) ^  ^
su b s id ia ry  in !ieu fo r th e  O rd in a ry  C sh ares , re f le c tin g  h is  in d irec t p e rcen ta g e  in terest in th e  liste d  su b s id ia ry  an d  to  h av e  su ch  sh a re s  re g is te red  fo r trad in g  to g e th e r  w ith  th e  o th e r  sh a re s  o f  the
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P rio r to  an  !PO , th e  u n d erty in g  shares  are su b jec t to ce rta in  "N o Sate"  and  o th e r re s tr ic tio n s .

A s o f  M arch  3 1, 2 0 12, op tions to  p u rc h ase  3 1,033 O rd inary  C S hares w ere ou ts tand ing  u nder the 2 0 10 EP! Ptan.

E / M P / a z a  tA&l, f . P .  20VV P /o n

[n A u g u st 20! I E lb it P laza U SA  adopted  the 2 0 1 1 Incentive P lan (the  " 2 0 1 1 EPU S Incentive P lan") tha t p ro v id es  fo r the gran t o f  op tio n s  ex e rc isa b le  into up to 50 0 .0 0 0  P artic ip atio n  
U nits o f  E!bit P laza U S A to  em ployees , d irec to rs  and o fficers o f E lb it P laza U SA  and o f  affilia te  com panies, at an exercise p rice  per op tion  o f  $17 (w hich m ay be changed  o r ad justed  by  E lb it P laza 
U S A 's  m an a g em en t and the p lan  a d m in is tra to r, at their so le d iscre tio n ) . T he exerc ise  p rice  o f  each option  w ill be reduced  upon any ev e n t tha t E lb it P laza U SA  m akes cash  d is tr ib u tio n s  o f  the 
p ro c eed s to a!! its  p a r tn e rs  o r re p ay s its p a r tn e rs  a n d /o r an y  af filia te  any o u ts ta n d in g  loan , in te re s t, ch a rg es  an d /o r c u rre n t d e b t, etc .

U n d e r the 2 0 1 ! E PU S Incen tive  P lan, op tio n s  vest g radually  over a period  o f  th ree  years. T he plan ad m in is tra to r m ay in its  sole d isc re tio n  acce !era te  or o th e rw ise  m od ify  the vesting

T he v ested  o p tio n s  g ran ted  shall be ex e rc isa b le  into Partic ipa tion  U n its  on ly  im m edia te ly  prio r to a da te  in w h ich  E lb it P laza U SA  ce ases  to b e  a go ing  concern  and  its ac tiv itie s  are

U pon  w in d in g  up o f  E lb it P laza USA  th e  en tire  am oun t o f  500 ,000  P artic ipation  U n its shall en title  th e ir ho lders to  re ce iv e  5%  o f  an am o u n t w h ich  eq u a ls  to any and a!) am oun ts  th a t E lb it 
Plaza USA  h as  re ce iv e d  from  all sou rces  o f  incom e less  the co s ts  and ex p e n ses  p e rta in in g  to the app licab le  tran sa c tio n  and  less  any  and  all tax e s  paid o r pay ab le  if  any  w ith  re sp e c t to  such 

tran sa ctio n . E ach  and ev ery  op tio n  shall en title  its h o ld e r to  re ce iv e  its p ro p o rtio n a te  sh are  in the ab o v e m en tio n ed  am oun t.

As o f  M arch  3 1. 2 0 1 2 , op tions exerc isab le  into up to 488 ,750  Partic ipation  U n its w ere outstanding  under the 2 0 1 ! E PU S Incen tive  Ptan.

IT E M  7. M A JO R  S H A R E H O L D E R S  AND R E L A T E D  P A R T Y  TR A N SA C TIO N S

M A JO R  S H A R E H O L D E R S

W e had  as o f  M arch  31 2012 2 4 ,885 ,833  ord inary  shares ou ts tan d in g , ex c lu d in g  3 ,388 ,910  shares held  by us w h ich  do n o t hav e  an y  v o tin g  and eco n o m ic  righ ts. T he v o tin g  r ig h ts  o f  all 
shareho lders  are th e  sam e. T he fo llow ing  tab le  sets forth  ce rtain  in fo rm ation  as o f  M arch  3 1, 2012 concern ing : (i) p ersons or e n titie s  w h o , to  our kn o w led g e , benefic ia lly  o w n  m ore than  5%  o f  our 
ou ts tan d in g  o rd in ary  sh ares; and  (ii)  th e  n u m b e r o f  our o rd inary  shares  b en e fic ia lly  ow ned by  all o f  our d irec to rs  and  o ff ic ers  as a group:

B en e f ic ia lly
O w n e d ( ')

49.04%
48.56%
50.38%

12,203,634(3) 
)2,084, !94 
12,537^57(5)

Europe־!s rac !(M .M .S .)L td .(4 )
AH officers an d  d irec to rs  o f  th e  co m p a n y  as  a g ro u p  (I I p erso n s)

T he n u m b er o f  sh a res  and p e rcen ta g es  o f  o w n ersh ip  are based  on o u r shares  o u ts ta n d in g  as o f  M arch  3 1 ,2 0 12. Such  n u m b e r ex c lu d es  3 ,3 8 8 ,9 10 trea su ry  shares. B en efic ia l o w n e rsh ip  is 
de te rm in e d  in a c co rd a n ce  w ith  th e  ru les  o f  th e  S E C  b ase d  on vo tin g  and  in v estm en t p o w e r w ith  re sp ec t to  such  o rd tn a ry  shares. S h are s  su b jec t to  op tio n s  tha t are cu rre n tty  exerctsab^e 
or e x e rc isa b te  w ith in  60  days o f  M arch  31, 2 0 !2  are  deem ed  to be o u ts ta n d in g  an d  to  be b en e fic ia lly  ow ned  by the p erso n  h o ld m g  such  o p tto n s  fo r th e  p u rp o se  o f  c o m p u tm g  the 
p e rcen ta g e  o w n e rsh ip  o f  such  p e rso n , b u t are n o t d eem ed  to  b e  o u ts ta n d in g  an d  to be b en e fic ia lly  ow n e d  fo r the p u rp o se  o f  c o m p u tin g  th e  p e rc e n ta g e  o w n e rsh ip  o f  an y  o th e r  person^ 
All in fo rm atio n  w ith  resp ect to  the b en efic ia l o w nersh ip  o f  any p rin cip a l sh a reh o ld er has been  fu rn ished  by such  sh areh o ld er o r is based  on th e  m ost re ccn t S ch ed u le  I3D  or I3 G  filed 
w ith  th e  SEC  and u n less  o th e rw ise  in d ica ted  b e lo w , w e b e liev e  th a t p ersons nam ed  in the tab le have so le v o tin g  and  so le in v es tm en t p o w e r w ith  re sp ec t to  a ll the sh a res  sh o w n  as 
b en e fic ia lly  o w n e d , su b jec t to  com m unity  p roperty  law s, w here ap p licab le . T he sh a res  benefic ia lly  ow ned by o u r d irec to rs  inc lude  shares ow ned  by th e ir fam ily  m em b ers , as to w hich

(I)
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(2) T he in fo rm ation  reg ard in g  the b en efic ia t o w n ersh ip  o f  E urope-Israe! and  o f  M r. Z isse r is based on a Schedu te )3D  filed by  them  on M ay  !0 , 2 0 ! ! .  W e w e re  no tified  by E u rope-Israe! and 
M r. Z is se r  tha t th e  p u rc h ases  and  sa te s  o f  o u r o rd in a ry  sh a res  ex e c u te d  by E u ro p e-Israe t and M r. Z isse r in 2 0 ! !  su b seq u e n t to  th e  date  o f  th e  fiting  o f  th e  S ch ed u te  t3 D  d id  no t re su tt in 
a m ateria! ch a n g e in th e  n u m b er o f  o u r  o rd inary  shares  b en e fic ia tty  ow ned  by E urope-!srae! and M r. Z isser. M r. Z isse r is  co n s id e red  o u r ind irec t con  tro ttin g  sh a re h o td e r by v irtu e  o f  h is 
co n tro ! o f  E urope-Israe t and  se rv es  as  o u r E x ec u tiv e  P resid en t and as a d irec to r. S ee  fo o tn o te  4 b etow .

(3) Inc tudes  (i) !2 ,0 8 4 , !94  o f  o u r  shares  he!d by  E u rope-!srae t, w hich  m ay be deem ed  to  be b en e fic ia tty  ow ned b y  M r. M o rd e ch ay  Z isse r, o u r E x ecu tiv e  P res id en t and  a d ire c to r , by  v irtu e  o f  
h is co n tro ! o f  E urope-Israe!; (ii) 24 ,837  o f  ou r sh a res  he!d by M arina H erze!ia (L im ited  P artnersh ip ) !988 , w hich  m ay be deem ed  to be beneficia!!y  ow ned  by  M r. M o rd ech ay  Z isser, by 
virtue o f  h is contro) o f  C ontro t C en ters  L td ., w hich  w hotty  ow ns M arina H erztiya (L im ited  P artnersh ip) t9 8 8 ; and (iii) 94 ,603  shares  hetd by M r. Z isser. S ee foo tno te  4 b etow . C erta in  o f 
th ese  sh a re s  are  p ted g e d  as  sec u rity  to  tend ing  b an k s. A fo rec to su re  ev e n t cou td  tead to  a ch an g e in th e  con tro ! o f  o u r  c o m p a n y , w h ich  in tu rn  m ay  c a u se  us to  be in d e fa u tt  o f  fin an c ia t 
co v e n an ts  w ith  ce rta in  o f  o u r ten d in g  b anks.

(4) E urope-!srae t is  an  Israe ti co rpora tion  w ho tty -ow ned  by C ontro! C e n te rs , a p riva te  co m p an y  co n tro tted  by M r. M o rd ech ay  Z isser.
(5) Inc!udes: (i) !2 ,0 8 4 ,!9 4  shares hetd by  E urope-Israe!, w hich  m ay be deem ed  to be b en e fic ia tty  ow ned  by M r. M ordechay  Z isse r, (se e  fo o tn o te  4 a b o v e ); (ii)  24 ,837  shares  h e td  by  M arin a  

H erzetia  (L im ited  P artnersh ip) )9 8 8 ; (iii) 94,603 shares hetd by M r. Z isser; and (iv ) 6 8 ) ,5 0 0  options exercisab te into 334 ,323  shares  as o f  M arch  3 ! ,  2 0 !2  and vesting  w ith in  60 days 
th e re a fte r g ran ted  to  o u r  o th e r d irec to rs  and  o ff ic ers  pu rsuan t to  o u r  2006 E m ptoyees , D irec to rs  an d  O fficers In cen tiv e  P ta n , as am ended .

A s o f  D ecem ber 5, 2 0 ) ) ,  T h e  P hoen ix  H o td ings L td. ("P hoen ix") and E xcettence Investm en ts L td. ("E xcettence") in fo rm ed  us  tha t they  hetd an  ag g reg a te  o f  4 .96%  o f  o u r  o rd in ary  shares. 
As o f  Jan u a ry  tO, 2 0 ) ) ,  P hoenix  and E xce ttence  inform ed u s  tha t they hetd  an  aggregate o f  4 .43%  o f  o u r ordinary shares. A s o f  M arch  23 , 20 !0 , P hoen ix  and  E xce ttence  he!d an  ag g reg ate  o f  
2, !0 9 ,9 9 7 , o r 8 .43%  o f  o u r o rd inary  sh a res , based  on a form  o f  o w nersh ip  re p o rt dated M arch  23 , 2 0 !0 ,  p rovided  to  us by Phoen ix  and  E xce!!ence , tha t it u ses  to  report h o td in g s u n d er Israeti 
taw . T he m eth o d  used to co m p u te  ho td in g s u n d e r Israe ti taw  d o es no t n ec essa rity  b ea r th e  sam e resu tt as th e  m ethod used  to  co m p u te  b en e fic ia t o w n e rsh ip  u n d e r S E C  ru tes  and  re g u ta tio n s . 
Phoenix and E xce ttence arc con tro tted  by the D etek G roup and  M r. Y itzhak  T shuva.

A s o f  M arch  3 ) ,  2 0 )2 ,  there w ere a p p ro x im a te ^  592  ho tders o f  reco rd  o f  o u r o rd inary  shares w ith  addresses in the U n ited  S ta tes , ho td ing  a p p ro x im a te ^  2 2 .28%  o f  o u r  issued  and 
o u ts ta n d in g  o rd in a ry  sh a res . T he n u m b e r o f  re co rd  h o td ers  in  the U n ited  S ta tes  is not re p rese n ta tiv e  o f  th e  n u m b er o f  b en e fic ia t h o td ers  n o r  is it re p re se n ta tiv e  o f  w h e re  su ch  b e n e fic ia t h o td ers

B. R E L A T E D  P A R T Y  T R A N SA C T IO N S 

tftfA P C

O n O c to b e r 2 7 ,2 0 0 6 , w e en te red  in to  an ag reem en t w ith  PC p u rsu a n t to  w hich  w e u n d ertook , as tong  as w e hotd  at !east 30%  o f  th e  issued  sh are  cap ita ! o f  P C , tha t n e ith e r  w e nor an y  
p erson  co n n e c ted  w ith  us w itt co m p e te  w ith  th e  b u s in ess  o f  PC re ta ted  to  the dev e to p m en t o f  shopp ing  and  e n te rta in m en t ce n te rs  in C en tra ! an d  E aste rn  E u ro p e o r India o r th e  d ev e to p m e n t o f 
the D ream  Is!and o r  C asa R adio  p ro jec ts . T h e  R e!a tionsh ip  A g reem en t te rm in a te s  in the ev e n t th a t P C 's  issued  share cap ita ! ce ases  to  be ad m itted  to  th e  m ain  m arke t o f  th e  L o ndon  S tock
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O n O c to b e r 27, 2 0 0 6 , PC ag reed , w ith  effec t from  Jan u a ry  ! ,2 0 0 6 ,  to pay a com m ission  to us in respect o f  any and a!) ou ts tan d in g  co rpora te  and  firs t d em a n d  g u a ra n te e s  w h ich  hav e  
b een  issued  by  us  in favor o f  PC and  w hich rem ain  va!id  and  o u ts ta n d in g  ("E ! G u aran tees"). T he am o u n t o f  the co m m issio n s to  be paid  wi!! be ag reed  upon b e tw e en  us  an d  PC  at th e  b eg in n in g  
o f  each  fisca t y ea r, and wi!! app ty  to at! E! G u a ran tee s  w h ich  re m a in  o u ts ta n d in g  du ring  th e  course o f  tha t rc te v an t fisca! yea r, su b jec t to a cap o f  0 .5%  o f  the a m o u n t o r va!ue o f  the re tev an t E !

O n M ay  3 ! ,  2006 , o u r sh areh o td ers  appro v ed  an  ag reem e n t be tw een  us and  C ontro! C en ters acco rd in g  to  w hich  w e wi!! rece iv e  from  C ontro! C en te rs  (e ith e r  d irec t!y  o r  th ro u g h  its 
su b s id ia rie s  o r  affi!ia tes , o th e r th an  us) co o rd in a tio n , p ta n n in g , ex e cu tio n  and  superv ision  se rv ic es  o v er o u r  reat es ta te  p ro je c ts  a n d /o r  rea! es ta te  p ro jec ts  o f  o u r  su b s id ia r ie s  a n d /o r  a f f ilia te s  tn 
co n s id e ra tio n  fo r a fee eq u a t to  5%  o f  th e  ac tu a t ex e cu tio n  co s ts  (e x c lu d in g  tand  ac q u isitio n  co s ts , financ ing  cost and  the co n s id e ra tio n  fo r C on tro ) C en ters  u n d er th e  ag re e m e n t)  o f  each  such  
pro jec t. T h e  ag reem e n t a p p tie s  to  rea! es ta te  p ro je c ts  in itia te d  foH ow ing the ap provat o f  th e  ag reem en t by o u r sh areh o td ers  and  to th e  foH ow ing p ro jec ts : (i)  a sh o p p in g  an d  en te rta in m e n t ce n te r 
in L ib e rec , C zech  R epub lic; (ii)  a shopp ing  a n d  en te rta in m en t c e n te r  in K e rep e s i, H ungary ; and (iii) a com p!ex  o f  sho p p in g  and  e n te rta in m en t ce n te r, h o te!s , co n g ress io n a! ce n te rs  and o th e r 

fac itities in O b u d a , H ungary , w hich  w ere at tha t tim e  in ea rty  s tag e  o f  deve topm en t.

S u ch  fee wi!! be p aid  in in s ta lm e n ts  upon the m ee tin g  o f  m ite s to n e s  as stipu ta ted  in the agreem ent, !n ad d itio n , w e wit! re im burse  C ontro! C en ters  fo r a!) re aso n ab te  co s ts  incurred  in 
c o n n e c tio n  w ith  th e  serv ices  re n d ere d  th e re b y , n o t to  e x c ee d  a to ta ! o f  €75,000 (approxim atety $97,000) p e r reat estate project.

! f  th e  p u rp o se  o f  a rea t es ta te  p ro jec t is ch a n g ed  fo r any  reason  p rio r  to  the com ptetion  o f  th e  p ro jec t o r  if  the d ev e to p m e n t o f  the reat es ta te  p ro je c t is te rm in a te d  for any reaso n  
(in c tu d in g  th e  sa te  o f  th e  rea t es ta te  p ro jec t), th e  p ay m e n t to  C o n tro t C en ters  w itt b e  ca tcu ta ted  as a p e rcen ta g e  o f  th e  b u d g e t fo r the p ro jec t, p ro v id ed  tha t su ch  p e rc e n ta g e  shatt n o t ex c ee d  the 
pe rcen ta g e  dete rm in e d  fo r th e  n e x t m ile s to n e  o f  th e  p ro je c t had  it co n tin u ed  as  p tanned . T he ca !cu!ation  o f  such  pay m en ts  to  C ontro! C en te rs  wi!! be su b je c t to  the ap p ro v a! o f  an ex te rna!

In a d d itio n , w e a n d /o r our su b sid ia ries  a n d /o r  a ffilia te s  m ay  a)so p u rc h ase  from  C ontro) C en te rs, o u r ind irec t paren t, th rough  Jet L ink  L td ., an a v ia tio n  c o m p a n y  and  a w hoH y-ow ned 
sub sid ia ry  o f  C ontro! C en te rs, up to  !25  fligh t h o u rs  p e r c a le n d a r  y ea r in co n sid era tio n  fo r pay m en ts  to J e t L ink  in acco rd an ce  w ith  its p rice  list to unaffi!ia ted  co m p a n ie s , !ess a 5%  d isco u n t. 
T h is  ag re e m e n t d o es  no t d e ro g a te  from  a p re v io u s  a g re e m e n t en te red  in to  b e tw e en  us and Je t L ink  fo r th e  p u rc h ase  o f  av ia tio n  se rv ic es  w h ich  w as ap p ro v ed  by  o u r s h a re h o td e rs  on  S ep tem b er 

!0 ,2 0 0 0 , see "  - A greem en t fo r A viation  S erv ice"  betow .

T h e  ag reem e n t w ith  C ontro! C en ters ex p ire d  on M ay  3 ! ,  2 0 1 ! ,  bu t it  co n tin u es  to  ap p ly  to  p ro jec ts  tha t com m enced  p rio r  to such date .

On O cto b er 27 , 2006 , PC entered into an  ag reem en t w ith  Je t L ink  L td ., an aviation com pany  and a w hoH y-ow ned su b sid ia ry  o f  C ontro! C en te rs, p u rsu a n t to  w h ich  PC a n d /o r  its affH iates 
m ay use Je t L ink 's  airp lane fo r th e ir operationa! a c tiv itie s  up to  275  n ig h t ho u rs  per ca !endar y ea r in considera tion  fo r pay m en ts  to  Je t L ink m acco rd a n ce  w ith  its p rice  !ist to u n affih a ted  
co m p an ies , !css a 5%  d isco u n t. T he initial term  o f  th e  ag reem e n t exp ired  on O c to b e r 27, 2011, and  w as ex tended  for an add itiona! four-year term .

W e furnished a !oca! m un icipality  w ith  a bank  g uaran tee in an  am oun t o f  approxim ate ly  N IS  9.5 m illion  to  secure paym en t o f  ce rtain  !and b e tte rm e n t tax  by  M arin a  H erz!iya L im ited  
P artn ersh ip  L td . (a com pany  con tro tted  by C ontro! C en te rs) . A rb itra tio n  is c u rre n c y  being  held as to  this tax  liab i!ity . W e estim a te  th a t no s ig n if ican t co sts  w il! b e  in cu rred  by  us  in re sp ec t o f  th is
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W ithin  th e  fram ew ork  o f  our loan ag reem en ts  w ith  B ank H apoalim  B .M ., w e undertook to m ain tain  financia! co v en an ts . E urope-lsrae! also  undertook to m ain tain  a 30%  m in im um  ho ld ing

See "!tern  S.B. L iqu id ity  and C apita! R esources - O th e r  L o an s"  ab o v e .

/n sM ra n c e  on (/

F or in fo rm ation  reg ard in g  the gran t o f  in su rance , ex e m p tio n  and indem nifica tion  to our d irec to rs  and  o fficers , by  u s  o r o u r  su b s td ta n es , sec "Item  I0 .B . M em orandum  and A rttc les o f  

A ssocia tion  and G enera! P ro v is io n s  o f  Israeli L aw  - Insurance , Indem nification  and  E xem ption" below .

F rom  tim e to t im e  w e invest in o u r su b sid ia ries  and  jo in tly  co n tro lled  co m pan ies , by w ay o f  equ ity  o r capita! in v estm en ts , o r o th erw ise  p rovide lo an s o r g u aran tee s  to  su ch  c o m p a n ie s  in 
o rd e r to fin an ce  th e ir o p era tio n s  and  b u sin esses . A ll such in v estm en ts  are elim inated  in o u r co n so lid a ted  financ ia l s ta tem en ts . D e ta ils  as to  m ateria! g u aran tee s  are p ro v id ed  in Item 5.B.

F o r am o u n ts  p a id  u n d e r ou r re la ted  p a rty  tra n sa c tio n s  see  note 2 7 C  to  o u r annua! c o n so lid a ted  f in an c ia l s ta tem en ts  in co rp o ra ted  h e re in  by  re ference .

)TEM  S. FIN A N CIA L IN FO R M A TIO N

A. C O N S O H D A T E D  ST A T E M E N T S AND O T H E R  F IN A N C IA L  IN FO R M A T IO N

S ee o u r annual co n so lid a ted  financ ia l sta tem en ts  on o u r cu rren t re p o rt on Form  6-K filed w ith  the SEC  on M arch  29 , 2012 , w hich  is  incorporated by re feren ce  herein.

F or in fo rm ation  reg ard in g  the lega! p ro c eed in g  w e are  invo lved  in see n o te  23B to our annua l c o n so lid a ted  financia! statem en ts.

Dividend D istribution Po!icy

O n Jan u ary  11 2 0 0 7 , o u r board  o f  d irec to rs , ad o p ted  a d iv idend  d is tr ib u tio n  po licy  pu rsu an t to w h ich  w e w ill d is tr ib u te  a cash  d iv id en d  o f  at least 50%  o f  th e  net p ro f its  ac c ru e d  b y  us 
ev ery  y ea r p ro v id ed  tha t such  d iv id en d  does no t exceed  50%  o f  the cash  flow  accrued  by us from  d iv id en d s  and re p ay m en t o f  ow n ers ' loans received  by  us from  su b s id ia rie s  in that 
d e te rm ined  in ac co rd a n ce  w ith  o u r c o n so lid a ted  aud ited  annua! financ ia l s ta tem en ts . A ny d is tribu tion  o f  d iv id en d s u n d er th is  p o licy  is su b je c t to  a sp ec if ic  re so lu tio n  o f  o u r  b o ard  o f  d irec to rs  
de te rm in ing  o u r co m pliance  w ith  the d is tribu tion  cr ite ria  p rescribed  in the C om pan ies Law , and in any o th e r app licab le law . In m ak ing  such  d ete rm in a tio n , o u r board  °
ac co u n t o u r liab ilities  and  u n d erta k in g s  to w ard s  th ird  p a rtie s , o u r  cash  flow  n ee d s and  th e  fin an c in g  re so u rce s  av a ila b le  to  u s . O u r b oard  ^ d i r e c t o r s  "  a u th o riz e d  in
d isc re tio n , to  ch a n g e  o r te rm in a te  o u r d iv id en d  p o licy  a t an y  tim e . T he a d o p tio n  o f  o u r d iv idend  p o ltcy  d o c s  no t c o n s titu te  a n y  u n d e r ta k in g  to w ard s  any  th ird  p a r ty .

O n Ju n e  4 . 2 0 I I , o u r  b o a rd  o f  d irec to rs  reso lved  n o t to d is tr ib u te  any  d iv id en d s fo r a p erio d  o f  at lea st 12 m o n ths, a f te r  w h ich  th e  b o ard  o f  d irec to rs  w ill e v a lu a te  w h e th e r to  ex te n d  such

B. S IG N IFIC A N T  C H A N G ES

T h ere  are no s ig n if ican t ch an g es tha t o ccu rred  s in ce  D ecem ber 3 ! .  2 0 ! I . excep t as o th erw ise  d isc lo sed  in th is annua! re p o rt and in o u r annua! c o n so lid a ted  fin an c ia l sta tem en ts .
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H E M  9. T H E  O FFE R  AND U S T IN G

O F F E R  AXD L IS T IN G  D ETA ILS

N A SD A Q ________________  ___________________TA SE

Y e a r E nded D e cem b e r 3 ! , H ig h  (S) Low  ($) H ig h  ($) Low  ($)

201! 13.97 !.98 !2.74 !.93
20!0 24.76 !2.05 25.08 12.37
2009 28.09 9 3 28:75 !0.03
2008 56.09 7.58 56.55 7.!
2007 57.43 31.30 58.5! 33.16

T he q u arte rty  h igh  and  tow  sa te  p ric e s  fo r o u r ord ina ry  sh a res  fo r th e  tw o  m ost re c e n t fut! financ ia t y ea rs  and  any  su b seq u e n t p e rio d  are:

N A S D A Q T A SE
F in a n cia! Q u a r te r H ig h  ($) L ow  ($) H ig h (S ) Low  ($)

2 0 1 2

Q ! 3.32 2.40 3.35 2.45
Q 2  (through A pril ! 6) 3.22 2 6 5 3 2 7 2.66

2 011

Q ! !3.97 !0.95 !3.99 ! ! .!7
Q2 11:99 6.13 12.16 6  !3
Q3 6.84 !.98 6 .t6 t 99
Q4 4.73 2:25 4.7! 2.26

2 0 1 0

Q! 24.76 2!.9 ! 22.2! !9.32
Q2 24.76 2! 9! 25:08 2  ! 8 8
Q3 22.88 !2.62 22.57 !2.49
Q4 !5.2$ !2.4! 15.4 !2 .5

T he m onth ty  high  and  tow  sa te  p rice s  fo r ou r ord inary  shares d u ring  th e  six m on ths o f  O c to b e r 2 0 11 through  A pri! 20 !2  w ere:

N A S D A Q TA SE

M onth H ig h ($ ) L ow  ($) H ig h ($ ) Low  ($)

A pri! 201 2  (through Apri! !6 ) 3 3 2 2:40 3 3 5 2.45
M arch 20 !2 2.76 2.40 2.84 2.45
February 20 ! 2 2 9 7 2,47 2.92 2.33
January  20 !2 3.32 2.60 3.33 2.68
D ecem ber 2 0 !! 3.54 2.25 3.44 2ב9
N ovem ber 20! t 4.29 2.54 4 .t3 2.38
O ctober 2 0 1! 4:73 . 2 3 5 6 4.99 2.40

T he d o s in g  p rice s  o f  o u r o rd in a ry  shares  tisted  on the T A S E  fo r each  o f  th e  p e r io d s  re ferred  to  in the tab!es above w e re  o rig in a tty  d en o m in a te d  in N IS  and  w ere co n v e rted  to  U .S .
do ttars using  the re p rese n ta tiv e  ex c h an g e  ra te  betw een  the U .S . d o ttar and  th e  N !S  p u b tish e d  b y  the B ank o f  !sraet fo r each  ap p ticab te  day  in the p re sen ted  period .
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PLA N  O F  D IST R IB U T IO NB.

C . M A R K E T S

S ince o u r initia! pub!ic o ffering  in N o v e m b e r )9 9 6 , o u r o rd inary  shares have been )isted  on the N A S D A Q  C toba t S etec t M arket (then  know n as  the N A S D A Q  N ationa t M arket) u n d er the 

sym bol "E M iT F "  and on the T A S E  u n d e r th e  sy m b o l "E M IT ."

D. S E L L IN G  SH A R E H O L D E R S

E. DILUTION

F. EX PEN SES O F  T H E  ISSU E

ITEM 10. A D D tT IO N A H N F O R M A T IO N

A. SH A R E C A PIT A L

B. M EM O R A N D U M  AND A R T IC L E S  O F  A SSO C IA T IO N

W e are a pub lic  com pany  reg is te red  u n d e r the C om pan ies Law as E lb it Im ag ing  L td ., reg is tra tion  n u m b er 32-004303-5.

P u rsu an t to S ection  2 o f  ou r m em orandum  o f  asso c ia tio n , w e are au th o rized  to  o p era te  in any b u sin ess  o r m a tte r fo r p ro fit p u rp o se s  as sh a ll b e  d e te rm in e d  o r d e fin e d  by our b o a rd  o f  

d irec to rs  from  tim e to tim e. In ad d ition , o u r ar tic le s  o f  a sso c ia tio n  a u th o riz e  us  to  donate  re aso n ab le  am oun ts  to  any cause w e deem  w orthy .

G e n era lly  under the C om pan ies L aw , en g ag em en t term s o f  d irec to rs, includ ing  th e  gran t o f  an exem ption  from liab ility , pu rchase  o f  d ire c to rs ' and  o ff ic e rs ' ' " S ' " " " ' ' .  <" S " n '  o f  
in d em n ifica tio n  (w h eth er p rospective  or re tro ac tiv e ) and  en g a g em en t te rm s o f  a d irec to r in o th e r p o sitio n s  req u ire  the approval o f  th e  au d it co m m itte e , th e  b o ard  o f  d irec to rs  and  the sh a reh o id e  s 
o f  the c o m p a n y  in th a t o rder. In ad d itio n , u n d er th e  C o m p a n ies  Law  and  o u r a r tic le s  o f  asso c ia tio n , tran sa c tio n s  w ith o u r o ff ic e rs  o r  d irec to rs  o r a tra n sa c tio n  w ith  an o th e r person  in w h ich  su ch  
o ff ic e r or direc 'to r h as  a persona! in terest m ust be ap p ro v ed  by o u r aud it co m m itte e , b oard  o f  d irec to rs  o r au tho rized  n o n -in te res ted  s ig n a to ries  a n d  i f  such  tran sa c tio n  
ex trao rd in ary  transaction  (as d efined  b e lo w ) o r in v o lv es  th e  en g a g em en t te rm s o f  off ic e rs , th e  tran sa ctio n  m u st be approved  by  th e  audit co m m itte e  and  b o a rd  o f  d irec to rs.
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w h ic h d o e s n o tr e q u i r e a c r im in a l in te n t ;a n d

(iii) R easonab le  litig a tio n  e x p e n se s , in c lu d in g  legal fees  he in cu rs  d u e  to  an in v es tig a tio n  o r  p ro ceed in g  co n d u c ted  ag a in st him  by  an a u th o rity  a u th o riz e d  to c o n d u c t su c h  an 
investiga tion  o r p ro c eed in g , and  w h ich  w a s ended w ith o u t filing  an in d ic tm en t ag a in st him  and w ithou t be ing  su b je c t to  a financ ia l o b lig a tio n  as  a su b s titu te  for a c r im in a l 
proceed ing , o r  that w a s ended  w ith o u t filing  an ind ictm en t ag a in st h im , bu t w ith  the im p o sitio n  o f  a financ ial o b lig a tio n , as a su b stitu te  fo r a cr im in a l p ro c eed in g  re la tin g  to  an 
offense w h ich  does no t re q u ire  cr im in a l in ten t, w ith in  the m ean ing  o f  th e  re le v an t te rm s in the C om pan ies Law  o r in connection  w ith  an ad m in is tra tiv e  en fo rce m en t p ro c eed in g

144



(")

R ig h ts  A tta c h e d  to  S h a re s

O ur re g is te red  sh a re  capita! co n sis ts  o f  a sing le c la ss  o f  50 ,0 00 ,000  o rd inary  shares, p a r va!ue N IS  ! .00 per share, o f  w h ich  24 ,885 ,833  o rd in ary  sh a re s  w e re  issued  and o u ts ta n d in g  as o f  
M arch 3 1 ,2 0 1 2 . Such  n u m b er ex c lu d es  3 ,388 ,910  treasu ry  shares  held by us o r fo r o u r b en efit, w hich  do no t have any vo ting  o r econom ic righ ts.

ap p ro v al. In an y  ev e n t, a d iv id en d  is p e rm itted  on ly  i f  th e re  is  no re aso n ab le  concern  th a t the p ay m e n t o f  th e  d iv idend  w ill p re v en t u s  from  sa tis fy in g  o u r e x is tin g  and  fo re se e a b le  o b lig a tio n s  as 
th ey  b ecom e d ue. !n th e  ev e n t o f  o u r  l iq u id a tio n , a f te r sa tisfac tio n  o f  liab ilitie s  to c red ito rs , o u r asse ts  w ilt be d is tr ib u te d  to  th e  ho lders o f  o rd in ary  sh a res  on a p ro  ra ta  b asis . T h is  rig h t m a y  be 
affec ted  by th e  gran t o f  p re fe ren tia l d iv id en d  o r d is tr ib u tio n  righ ts to th e  ho lders o f  a c la ss  o f  shares  w ith  p re feren tia l r ig h ts  tha t m ay be au th o riz ed  in th e  fu tu re , su b je c t to  ap p lic a b le  law . For
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C . M A T E R IA L  C O N T R A C T S  

U nited  S ta te s  R ea! P ro p e r ty

F o r in fo rm ation  re g ard in g  the fram ew ork  ag reem en t en tered  in to  w ith  E astg a te , see  "!tern 4.B . B usiness O verv iew  -  U n ited  S ta tes  R ea! P roperty  -  U .S . R ea! P roperty  Jo in t V e n tu re ."

F or in fo rm ation  re g ard in g  th e  ag reem en t to  se!! 47  U .S . sh o p p in g  ce n te rs  p rev io u sly  he!d  by  E D T  to  B R E  D D R  Retai! H o ld in g s L L C , see  "!tern  4 .B . B u sin ess  O verv iew  -  U n ite d  S ta te s  
Rea! P roperty  -  R ea! E s ta te  In v e s tm e n t P ortfo!io  -  ED T Retai! T rust."

!46



.Sa/2 ט/

D. EX C H A N G E  C O N T R O L S

E. T A X A T IO N

W E EN CO U RA G E EACH IN V ESTO R T O  CO N SU LT W ITH HIS OR HER OW N TA X  ADVISOR AS TO TH E PA R TICU LA R TA X  C O N SEQ U EN CES TO  SUCH IN V ESTO R O F TH E 
PURCH A SE. OW NERSH IP AN D  DISPOSITION OF OUR ORDIN ARY SH A RES, IN CLU DING TH E EFFECTS OF A PPLICA BLE ISRA ELI, U .S. FED ERA L, STA TE, AND LO CA L TAX ES.
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As o f  Jan u a ry  1, 2 0 12, cap ita! g a in s  d erived  by  in d iv id u a l  from  the sate o f  sh ares , w h e th er !isted on a sto ck  m arket o r  n o t, pu rchased  on or a f te r J an u a ry  ! , 2 0 0 3 , w it! be taxed  a t the ra te  
o f  25% . H o w e v er, if  the individua! sh a reh o ld er is  a "S ig n ifica n t S hareho tder"  (!.e., a person  w h o  ho!ds, d irec t!y  o r in d irec tly , a!one o r jo in tly  w ith  o thers , !0 %  o r  m o re  o f  o n e  o f  th e  Israeli re s id en t 
co m p a n y 's  m ea n s  o f  con tro !) at the tim e o f  sa!e o r at an y  t im e  d u rin g  the p reced in g  !2  m o n th  perio d , such  g a in s  w ill be tax e d  a t th e  ra te  o f  30% . In ad d itio n , cap ita ! g a in s  d e r iv e d  by  an ind iv idua! 
c ta im in g  a d e d u c tio n  o f  financ ing  ex p e n ses  in  re sp ect o f  su c h  g a in s  w ill be taxed  a t the ra te  o f  30% . H o w e v er, d iffe ren t tax ra tes  m ay  ap p ly  to  d ea lers  in sec u ritie s  an d  sh a re h o td e rs  w ho acq u ired  
th e ir shares  p rio r to  an initia! public  offering . Israeli c o m p a n ie s  are sub jec t to  th e  co rpora te  tax  ra te  (24%  fo r th e  20! 1 tax  y ea r and  2 5 %  fo r the 2012 tax  yea r) on ca p ita l ga in s  d e riv e d  from  th e  sa le  
o f  sh ares .

T h e  tax  basis  o f  o u r  shares acq u ired  p rio r  to Ja n u a ry  1, 2 0 0 3 , w ill g en e ra lly  be d e te rm ined  in a c co rd a n ce  w ith  the av e rag e  d o s in g  sh are  p rice  in th e  th ree  tra d in g  d a y s  p re ced in g  Jan u a ry  
1, 2003 . H o w e v er, a request m ay be m ade to  th e  Israeli ta x  a u th o ritie s  to  co n s id e r  the ac tu a l ad ju sted  cost o f  th e  shares  as th e  tax  b a s is  i f  it  is  h ig h er than  su c h  a v e ra g e  price .

C ap ita! g a in s  d e riv e d  from  th e  sa!e o f  o u r  sh a re s  by  a  non-Israe li shareho!der m ay be exem pt u n d er th e  Israeli Incom e T ax O rd inance from  Israeli tax a tio n  p ro v id ed  the fo llow ing  
cu m u !a tiv e  co n d itio n s  are m et: (i)  th e  sh a res  w e re  p u rc h a se d  u pon  o r a f te r the re g is tra tio n  o f  o u r shares  on  th e  sto ck  ex c h an g e , (ii)  th e  se lle r d o esn 't h av e  a p e rm a n e n t e s ta b lish m e n t in Israe l to  
w h ich  th e  d e r iv e d  capita! ga in s  are  a ttrib u te d , and  ( i i i)  i f  th e  se lle r is a co rp o ra tio n , !ess than  25%  o f  (a ) its m eans o f  con tro ! o r  (b ) the b en efic ia l r ig h ts  to  th e  re v e n u e s  o r  p ro fits  o f  su ch  
c o rp o ra tio n , w h e th e r d irec tly  o r in d irec tly , a re  h e ld  b y  Israe li re s id e n t sh areh o ld ers . In  a d d itio n , th e  s a le  o f  o u r  sh a res  b y  a non-Israe!i shareho lder m ay  be ex em p t from  Israe li capita! gain  tax 
u n d e r an  ap p lica b le  tax  trea ty .

P u rsu an t to  th e  C onven tion  b e tw e en  th e  G o v e rn m en t o f  th e  U n ited  S ta tes  o f  A m eric a  and the G o v e rn m en t o f  Israel w ith  R esp ec t to  T ax e s o n  In co m e, a s  a m e n d ed , o r  th e  U .S .- Israe! Tax 
T re a ty , the sa!e, ex c h an g e  o r d isp o sitio n  o f  o rd in a ry  sh a res  by  a  p erso n  w h o  ( i)  ho lds the o rd in a ry  sh a res  as  a  capita! a s se t, ( ii)  q u a lifie s  a s  a re s id en t o f  th e  U n ited  S ta te s  w ith in  the m e a n in g  o f  
th e  U .S .-Israe! T ax  T reaty  and (iii) is e n titled  to  cla im  th e  b en e fits  a ffo rded  to  such  residen t by  the U .S .-Israe! T ax  T reaty  g en e ra lly  w ill no t be su b jec t to  Israeli cap ita ! g a in s  tax  un less  (i) e ith e r  
such  re s id e n t h o ld s , d irec tly  o r in d irec tly , sh a res  re p rese n tin g  10%  o r  m ore  o f  the v o tin g  p ow er in th e  c o m p a n y  d u rin g  an y  p a r t o f  th e  12-m onth p e rio d  p re c e d in g  su c h  sa le , ex c h an g e o r 
d isp o s itio n , su b je c t to  ce rta in  co n d itio n s , o r  ( ii)  the ca p ita l g a in s  from  su ch  sa le , ex c h an g e o r d isp o sitio n  can  b e  a llo ca ted  to  a p e rm a n en t e s tab !ish m e n t o f  th e  sh a re h o ld e r  in Israe l. I f  the a b o v e  
c o n d itio n s  a re  n o t m et, th e  s a le , ex c h an g e  o r d isp o s itio n  o f  o rd in a ry  sh a res  w o u ld  be su b jec t to su ch  Israe li cap ita ! ga in s  tax  to  th e  ex te n t ap p lica b le ; h o w e v er, u n d e r  th e  U .S .-Israe l T ax  T re aty , 
such  re s id e n ts  shou td  be perm itted  to  c la im  a  c re d it fo r su c h  tax e s  ag a in st U .S . federa l incom e tax  im posed  w ith  re sp ect to  su ch  sale, ex c h an g e o r d isp o s itio n , su b jec t to  th e  lim ita tio n s  in  U .S . 
taw s app!icab !e  to  foreign  tax  cred its. T h e  U .S .-Israe! T ax  T re a ty  d o e s  no t re ta te  to  s ta te  o r local taxes.

In  so m e in sta n ce s  w h e re  o u r  sh a reh o ld ers  m ay b e  liab le  to  Israe li tax  on the sa le  o f  th e ir o rd in a ry  sh a res , the p ay m e n t o f  th e  co n s id e ra tio n  m ay  be su b je c t to  th e  w ith h o ld in g  o f  Israe li 
tax  at th e  sou rce .

from  in co m e tax p rov ided  tha t the incom e from  w hich  su ch  d iv idend  is d is tr ib u ted  w as derived  or accrued  w ith in  Israel. A d is tr ib u tio n  o f  d iv id en d s from  incom e a ttr ib u ta b te  to  an  "A p p ro v e d  
E n terp rise"  o r "B enefited  E nterp rise"  u n d er the Israeti L aw  fo r th e  E ncouragem en t o f  C apita) Investm en ts , 5 7 !9 -!  959 wi!! genera!!y be sub ject to  tax in Israe! at the ra te  o f  15%  (fo r Israeti
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U nder the !sraeti !ncom e Tax O rd inance , a non-!srae ti re siden t (e ith e r ind iv iduat or co m pany) is gen era tty  sub jec t to an !sraeti in co m e tax on th e  re ce ip t o f  d iv id en d s  at the ra te  o f  23%  
(30%  i f  th e  d iv id en d s  re c ip ien t is a S ig n ific an t S h are h o td e r), un!ess a d iffe ren t ra te  is p rov ided  in a trea ty  b etw een  !srae! an d  th e  sh a re h o td e r 's  coun try  o f  re s id e n ce . U n d e r th e  U .S .- !srae! Tax 
T re aty , th e  fo tto w in g  ra tes wi!! appty  in re sp ect o f  d iv id en d s d is tr ib u ted  by an !sraeti re siden t com pany  to a U .S . re siden t: (i)  i f  th e  U .S . re s id e n t is a co rp o ra tio n  w h ich  ho tds d u rin g  th a t p o rtio n  o f  
the tax  y ea r w h ich  p recedes  th e  date  o f  p ay m e n t o f  th e  d iv id en d  an d  d u rin g  th e  w ho te o f  its p rio r tax  y e a r  ( i f  an y ), at )east ! 0%  o f  th e  o u ts ta n d in g  shares o f  th e  v o tin g  sto ck  o f  th e  !srae ti re s id e n t 
pay in g  c o m p a n y  and not m ore  than  23%  o f  th e  g ro ss  in co m e o f  th e  !srae ti re s id e n t pay in g  co m p an y  fo r  such prio r tax ab te  y ea r ( i f  any ) co n sis ts  o f  ce rta in  type o f  in te re s t o r  d iv id en d s  the tax ־ 
ra te  is !2 .5 % , ( ii)  i f  bo th  the co n d itio n s  m en tio n ed  in sec tio n  (i)  ab o v e are m et and the d iv idend  is paid  from  an !sraeti re s id e n t co m p a n y 's  incom e g en e ra te d  by an  "A p p ro v e d  E n terp rise"  o r 
"B en efited  E n terp rise"  w hich  w as en titted  to a reduced  tax ra te  u nder th e  !srae!i L aw  for the E ncouragem en t o f  C apita! !n v e stm e n ts , !9 5 9  - the tax rate is !3 % , and  (iii) in att o th e r cases, the tax 
rate is 2 5% . T h e  a fo rem en tioned  ra tes u nder the U .S .- !sraet T ax T reaty  w it) no t app ty  i f  the d iv idend  incom e w as derived  th ro u g h  a perm an en t es tab tishm en t o f  the U .S . re s id e n t in !sraet.
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S u b je c t to  th e  d iscu ss io n  b eto w  u n d e r "T ax  C on seq u en ces  if  W e are  a P assive F ore ign  !n v estm en t C o m p an y ,"  a d is tr ib u tio n  p aid  by  us w ith  re sp e c t to  o u r o rd in a ry  sh a res  to a U .S . 
h o td e r w it) be trea ted  as d iv id en d  incom e to  the ex te n t tha t the d is tribu tion  d o e s  no t exceed  o u r cu rren t and accum u!ated  ea rn in g s and  p ro f its , as d e te rm in e d  fo r U .S . federa t in co m e tax p u rp o se s . 
T he am o u n t o f  a d is tr ib u tio n  w ith  re sp ec t to  o u r  o rd in a ry  shares  w ilt equa! the am o u n t o f  cash  and  the fa ir m arke t va!ue o f  an y  p ro p e rty  d is tr ib u te d  and  w i!! a lso  in c tu d e  the am o u n t o f  any  n o n ׳  
U .S . taxes w ithhetd  from  such  d is tr ib u tio n . D iv idends th a t are received  by  U .S . h o ld ers  tha t are in d iv id u a l ,  esta tes o r tru sts w it! be taxed  a t the ra te  ap p lic a b le  to  long-term  capita! ga in s  (a 
m axim um  ra te o f  ! 5%  fo r tax ab le  years b eg in n in g  on o r befo re  D ecem b er 3 ! ,  20! 2 ), p rov ided  th a t such d iv idends m eet the req u irem en ts  o f  "q u atified  d iv idend  incom e."  F o r th is p u rpose , q u a tified  
d iv id en d  in co m e g en e ra tty  in c tu d es  d iv id en d s  p a id  by a non-U .S . co rp o ra tio n  i f  ce rtain  h o td in g  period  and o th e r re q u irem en ts  are  m et and  e ith e r (a) th e  s to ck  o f  th e  non-U .S . co rp o ra tio n  w ith  
re sp ec t to  w h ich  th e  d iv id en d s  are paid  is  "re ad ity  trad a b te"  on an es tab tish ed  sec u ritie s  m ark e t in the U .S . (e .g ., the N A S D A Q  C to b a t S e tec t M arket) o r  (b ) th e  non-U .S . co rpora tion  is e!igib!e fo r 
benefits  o f  a co m p re h en siv e  incom e tax trea ty  w ith  the U .S . w hich  in c tu d es  an in fo rm ation  exchange program  and is d e te rm in e d  to  b e  sa tis fac to ry  by  th e  U .S . S ecre tary  o f  the T re asu ry . T h e  
U nited  S ta tes  !n terna! R evenue S erv ice  ("!R S ") has d e te rm ined  th a t the U .S .-!srae t incom e tax  trea ty  is  sa tisfac to ry  for th is  p u rpose . D iv id en d s  that fai! to  m ee t such  re q u irem en ts , and d iv id e n d s  
received  by co rp o ra te  U .S . ho!ders are taxed  a t o rd inary  incom e rates. N o d iv id en d  received  by a U .S . h o td e r w itt be a quatifled  d iv idend  i f  ( ! )  the U .S. h o td e r he!d the o rd in ary  sh are  w ith  re sp ec t 
to w hich  the d iv idend  w as paid  fo r )ess than  6 t  d ay s d u rin g  the ! 2 ! d־ ay  p e rio d  b eg in n in g  on  the date  tha t is 60  d ay s be fo re  th e  e x -d iv id e n d  d a te  w ith  re sp e c t  to  su ch  d iv id e n d , ex c tu d in g  fo r th is  
p u rp o se , u n d e r  th e  ru)es o f  C o d e Section  2 4 6 (c ), any  period  d u ring  w hich  th e  U .S . h o )der h as  an op tion  to  se!), is  u n d er a co n tra c tu a) o b tig a tio n  to  se tt, h as  m ade and no t c to sed  a sh o rt sa te  o f  is

su b stan tia lly  identica! sec u ritie s ); o r (2 ) to  the ex ten t th a t th e  U .S . h o td e r is  u n d er an  o b tig a tio n  (p u rsu an t to  a short sa te  o r o th e rw ise ) to  m ake re la ted  p ay m e n ts  w ith  re sp ec t to  p o s itio n s  in 
p roperty  substan tiaH y  s im ita r o r re ta ted  to  th e  o rd inary  sh a re  w ith resp ect to  w h ich  the d iv id en d  is paid, ! f  w e w ere to be a " p a s s iv e  fo re ig n  in v estm en t c o m p a n y "  (as su ch  term  is d e f in e d  in th e  
C o d e) fo r any  tax a b te  yea r, d iv id en d s  paid  on o u r o rd inary  shares in su ch  y e a r and  in the fo tto w in g  tax ab te  y ea r w outd  n o t be qua!ified  d iv id en d s. S ee d isc u ss io n  b eto w  re g ard in g  o u r PF!C  s ta tu s  
at "T ax  C o n seq u en c es  !f  W e A re a P assive  F o re ig n  !n co m e C o m p an y ."  !n a d d itio n , a no n -c o rp o ra te  U .S . ho tder w itt be ab te  to  take  a q u atifled  d iv idend  in to  a c co u n t in d e te rm in in g  its d ed u c tib te  
investm en t in terest (w hich  is gen era tty  tim ited  to  its net investm en t in co m e) on!y i f  it e!ects to  do so ; in such  case , the d iv idend  wit! be taxed  at o rd in ary  in co m e ra tes.

D iv id en d s paid  by  us  in N !S  wi!! be g en era tty  inc tuded  in th e  in co m e o f  U .S . h o td e rs  a t th e  d o lta r am oun t o f  th e  d iv idend  ( in c tu d in g  any  non-U .S . tax e s  w ithhetd  th e re fro m ), b ase d  upon 
the ex c h an g e  ra te  in effec t on th e  date  th e  d is tr ib u tio n  is inctuded  in incom e. U .S . ho tders wi!! have a tax basis  in the N !S  fo r U .S . federa ! incom e tax p u rp o se s  equa! to  th a t d o lta r v a tue . A n y  
subsequen t gain o r  to ss in resp ect o f  th e  N !S  aris in g  from exchange ra te flu c tu a tio n s  w ilt g en e ra tty  be tax a b te  as U .S . sou rce  o rd in ary  incom e or toss.

S u b je c t to ce rta in  c o n d itio n s  an d  !im ita tions set forth  in th e  C o d e  and th e  T re asu ry  R egu!a tions th ereu n d er, inc lud ing  ce rta in  ho ld in g  p e rio d  re q u irem en ts , U .S . h o ld e rs  m ay  e le c t to  
claim  as a foreign  tax cred it against th e ir U .S . federal incom e tax liab itity  the non-U .S . incom e taxes w ithheld  from  d iv idends received  in re sp ec t o f  o u r o rd in a ry  shares. T he lim ita tions  on c la im in g  
a foreign  tax  c red it inc lude , am ong  o th e rs , com puta tion  ru tes u nder w h ich  fo re ign  tax c red its  atto w ab te  w ith  respect to spec ific  c la sse s  o f  incom e ca n n o t ex c ee d  the U .S . federa! incom e taxes 
o th e rw ise  p ayab!e  w ith  resp ect to  each  su ch  c la ss  o f  in co m e, !n th is re g ard , d iv id en d s  p aid  by  us g en era tty  w itl be fo re ign  so u rc e  " p a s s iv e  in co m e"  fo r U .S . foreign  tax c red it purposes. U .S . 
ho tders tha t do n o t etec t to  c la im  a fo re ign  tax  cred it m ay instead  cla im  a ded u c tio n  for th e  non-U .S . incom e taxes w ithheld  i f  th ey  item ize deductions fo r U .S . federal incom e tax  purposes. T he 
ru tes re la tin g  to foreign  tax  c red its  are co m p lex , and U .S . h o ld ers  should  consu lt th e ir  tax  a d v iso rs  to de te rm in e  w h e th er and  to  w hat ex ten t th ey  w ou ld  be en titled  to this cred it.
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o r  to ss re co g n ize d  on the d isp o sitio n  o f  th e  o rd in ary  sh a res  w itt be tong-term  cap ita ! gain  o r to ss i f  th e  U .S . h o td e r hetd  o u r  o rd in ary  sh a res  fo r m ore  than  one y e a r at th e  tim e  o f  the 
d isp o sitio n . U n d e r cu rren t !aw , tong-term  capita) gains are sub jec t to a m axim um  ra te o f  !5 %  fo r taxab te years beginning  on o r  befo re  D ecem ber 3 ) ,  2 0 )2  and sub jec t to  a m axim um  ra te o f  20%  for 
tax a b te  y ea rs  th e re a fte r. C apita! gain from  th e  sa!e. ex c h an g e o r o th e r d isp o sitio n  o f  o u r  o rd in a ry  sh a res  hetd  fo r one y ea r o r tess is  sho rt-term  capita) gain  and  taxed  at o rd in a ry  incom e tax ra tes.

A U .S . h o td e r  th a t re ce iv e s  foreign  cu rren c y  upo n  d isp o s itio n  o f  o u r  o rd in a ry  shares  and  c o n v e rts  th e  fo re ign  cu rren c y  into doH ars a f te r  th e  s e tt!e m e n t d a te  (in  th e  ca se  o f  a ca sh  m eth o d  
ta x p a y e r o r an accrua! m eth o d  ta x p a y e r th a t e !ec ts  to use th e  se tttem en t d a te ) o r trad e  d a te  (in  the ca se  o f  an accrua t m ethod  ta x p a y e r) m ay have fo re ig n  ex c h an g e g ain  o r  to ss based  on any  
ap p rec ia tio n  o r dep recia tio n  in the vatue  o f  the fo re ign  cu rren c y  ag a in st th e  do ttar, w h ich  w itt g en era tty  be U .S . sou rce  o rd inary  in co m e o r toss.

T a x  C o n seq u en c es  if  w e a re  a P assive F o re ig n  In v e s tm e n t C o m p a n y

W e w it! be a passive  foreign  investm en t com pany , o r P FIC , i f  e ith e r ( ! )  73%  o r m ore o f  our gross incom e in a taxab te y ea r is passive  incom e o r (2 ) 50%  or m ore o f  the v atue , d e te rm ined  
on the basis  o f  a q u arte rty  av e rag e , o f  o u r  asse ts  in a tax a b te  y ea r produce o r are  h e td  fo r th e  p ro d u c tio n  o f  passive incom e. I f  w e ow n (d ire c tty  o r in d ire c tty )  a t !east 25%  by va!ue o f  th e  s to ck  o f  
an o th e r c o rp o ra tio n , w e w i!! be trea ted  fo r p u rp o se s  o f  the fo reg o in g  te s ts  as o w n in g  o u r p ro p o r tio n a te  sh are  o f  that o th e r c o rp o ra tio n 's  asse ts  and as  d ire c tty  ea rn in g  o u r p ro p o r tio n a te  sh a re  o f  
th a t o th e r  co rp o ra tio n 's  incom e, ! f  we are a PFIC , a U .S . ho tder m ust dete rm ine u nder w hich  o f  three a ttem a tiv e  tax ing  reg im es it w ishes to  be taxed.

T h e  "Q E F " reg im e ap p lies  i f  th e  U .S . ho tder e te c ts  to  trea t u s  a s  a "quatified  e te c tin g  fund" ("Q E F") fo r th e  first tax ab te  y ea r in w h ich  th e  U .S . h o td e r ow ns o u r o rd in a ry  sh a res  o r  in 
w hich  w e are a PFIC , w h ichever is tater, and  i f  w e com pty  w ith certain  reporting  requ irem en ts . I f  a Q E F  e tection  is m ade afte r th e  first taxab te y ea r in w h ich  a U .S. h o td er ho tds o u r o rd in ary  shares  
and  w e are a P FIC , then spec ia t ru tes w outd  appty . I f  the Q E F  reg im e ap p ties , then  fo r ea ch  tax ab te  y ea r that w e are a PFIC , such  U .S . ho tder w itt in d u d e  in its g ross incom e a p ro p o rtio n a te  share 
o f  ou r o rd in a ry  ea m in g s  (w h ich  is tax e d  as o rd in a ry  incom e) and net cap ita! gain (w h ich  is taxed  as !ong-term  capita) gain ), su b jec t to  a sep a ra te  e)ec tion  to  d e fe r p ay m e n t o f  tax e s, w h ich  deferra t 
is su b jec t to  an  in terest ch a rg e . T hese  am o u n ts  w ou)d b e  in c tu d ed  in in co m e by an e te c tin g  U .S . h o td e r fo r its tax ab te  y e a r in w h ich  o u r tax ab te  y e a r en d s , w h e th er o r  n o t such  am o u n ts  are 
a c tu atty  d is tr ib u te d  to  th e  U .S . ho tder. A U .S . h o td e r 's  b as is  in o u r  o rd in ary  shares  fo r w h ich  a Q E F  e tec tio n  has been  m ad e  w outd  b e  in c re ase d  to  re flec t th e  am o u n t o f  an y  ta x e d  bu t 
und is tr ib u ted  incom e. G e n era tty , a Q E F  e tec tio n  a tto w s an etec ting  U .S . ho tder to trea t a n y  gain  reatized  on the d isposition  o f  its o rd inary  shares as  cap ita ) gain . O nce m ade , the Q E F  e te c tio n  
ap p ties  to a tt su b seq u e n t tax a b te  years o f  the U .S . h o td e r in w h ich  it ho tds o u r o rd in a ry  shares  and  fo r w h ich  w e arc a PFIC  and  can be rev o k ed  on ty  w ith  the co n sen t o f  th e  IR S .

A sec o n d  re g im e , the "m ark-to-m arket" reg im e , m ay be e lec ted  so  tong  as o u r o rd in ary  shares arc "m arke tab )e stock" (e .g ., "regu!ar)y  tra d e d "  on  the N A S D A Q  G tobat S etec t M arket). I f  
the m ark -to -m arke t e!ection  is m ade a f te r th e  firs t taxab!e y ea r in w hich  a U .S . ho!der h o td s  o u r o rd inary  shares  and  w e are a PFIC , then  spec ia t ru te s  w outd  app ty . P u rsuan t to  th is  re g im e , an 
e te c tin g  U .S . h o td e r 's  o rd in ary  shares are m ark e d -to -m ark et each  tax a b te  y e a r th a t w e are a P FIC  and the U .S . h o td e r recogn izes  as o rd inary  incom e o r to ss an  am o u n t equa t to the d iffe ren c e  as  o f  
th e  d o s e  o f  th e  tax a b te  y ea r be tw een  the fa ir m ark e t va tue  o f  our o rd in ary  shares  and the U .S . h o td e r 's  a d ju sted  tax basis  in o u r o rd in ary  sh ares . L o sses  are  a!!ow ed on!y to  th e  e x te n t o f  ne t m ark - 
to -m ark e t gain  p rev io u sty  inc tuded  by th e  U .S . h o ld e r u n d er the etec tion  fo r p rio r tax ab te  y ea rs . A n e te c tin g  U .S . h o td e r 's  a d ju sted  basis  in o u r  o rd in a ry  sh a re s  is  in cre ase d  by in co m e re co g n ize d  
u n d er the m ark -to -m ark e t e tec tio n  and d ec rea sed  by  th e  d ed u c tio n s  a ttow ed  u n d e r the e te c tio n . U n d e r th e  m ark -to -m arke t e te c tio n , in a tax ab te  y e a r th a t  w e are a PFIC , gain  on th e  sa te  o f  ou r 
o rd in a ry  sh a re s  is trea ted  as  o rd in a ry  in co m e, an d  to ss on th e  sa te  o f  o u r  o rd in a ry  sh ares , to  the ex te n t th e  am o u n t o f  to ss d o e s  n o t exceed  th e  n e t m ark -to -m ark e t gain  p re v io u sty  in c tu d ed , is 
trea ted  as o rd in a ry  toss. A ny toss on th e  sa te  o f  o u r  o rd in a ry  sh a re s  in e x c ess  o f  n e t m ark -to -m ark e t gain  p rev iousty  inctuded  is gen era tty  trea ted  as  a capita! toss. T he m ark -to -m arke t etec tion  
ap p ties  to th e  tax a b te  y e a r  fo r w h ich  th e  e te c tio n  is  m ade and  att ta ter tax a b te  yea rs , un tess  th e  o rd inary  sh a res  ce ase  to be m ark e tab te  s tock  o r  th e  IR S  c o n se n ts  to th e  re v o ca tio n  o f  th e  e te c tio n .
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w outd  be taxed  a t the h ighest tax ra te  fo r each such p rio r  y e a r ap p tica b te  to  o rd inary  incom e and the U .S . ho tder atso  w o u td  be tiab te for in terest on the d e fe rred  tax  tia b itity  fo r each  su ch  y ea r 
ca tcu ta ted  as i f  su ch  tia b itity  had been  due w ith  resp ect to each  such  year. A U .S . h o td er w ho in h erits  sh a re s  in a n o n-U .S . c o rp o ra tio n  that w as a PFIC  in th e  h an d s  o f  th e  d e c e d e n t g en e ra tty  is 
d en ie d  th e  o th e rw ise  av a ita b te  step -up  in th e  tax b as is  o f  such  sh ares  to fa ir m arke t v a tu e  a t th e  date  o f  d ea th , In stead , such  U S h o td er w ou td  g en e ra tty  hav e  a tax  b as is  eq u a t to  th e  te sse r  o f  the 
d e c e d e n t's  b as is  o r the fa ir  m ark e t v a tu e  o f  the o rd in ary  sh a res  on th e  date  o f  th e  d ec ed e n t's  death .

W e b e tie v e  th a t w e w e re  not a PF!C  in 2 0 t !. H o w e v er, s in ce  th e  d ete rm in a tio n  o f  w h e th e r w e are a PF!C  is based  upon such  fac tu at m atters  as th e  v a tu a tio n  o f  o u r  a s se ts , th e  asse ts  o f  
co m p a n ie s  h e td  by us in ce rta in  cases  an d  ce rta in  assu m p tio n s  an d  m eth o d o to g ies  in w h ich  w e hav e b ase d  o u r an a ty sis , th e re  can be no assu ran ce  tha t th e  !R S  w itt ag ree  w ith  o u r  p o s itio n , !n 
a d d itio n , th ere  can  be no  assu rance tha t w e w itt no t beco m e a PFIC  fo r the cu rren t tax ab te  year end ing  D ecem b er 3 1,2 0 1 2  o r in an y  fu ture tax ab te  yea r. W e w itt n o tify  U .S . h o td ers  in the ev e n t we 
co n c tu d e  tha t w e w itt be trea ted  as  a PF!C  fo r any tax ab te  y ea r to enab te  U .S . h o td ers  to  co n sid er w h e th er or no t to e te c t to  tre a t u s  as a Q E F  fo r U .S . federa t in co m e tax  p u rp o se s , o r to "m ark -to - 
m arket" th e  o rd in a ry  sh a re s  o r  to  beco m e su b je c t to  the " e x c e ss  d is tr ib u tio n "  reg im e, I f  w e are a PFIC , U .S . hotders w itt genera tty  be requ ired  to fite  an annuat report w ith  th e  IR S fo r tax ab te  years 
b eg inn ing  on o r af te r M arch  ! 8 ,2 0 t0 .

U .S . h o td ers  are u rged  to  consu tt th e ir tax ad v iso rs  re g ard in g  the ap p tica tio n  o f  the PFIC  ru tes, inc tud ing  etig ib itity  fo r and  th e  m anner and  ad v isab itity  o f  m ak in g , th e  Q E F  e tec tio n  o r the 
m ark-to-m arket etection .

N on-U .S . H o ld ers

152



F. D IV ID EN D S AND PA Y IN G  A G E N TS

G . S T A T E M E N T  BY EX PER TS

H. D O C U M EN TS O N  D ISPLA Y

H o w e v er, w e fi!e  annua! re p o rts  w ith , and  fu m ish  o th e r in fo rm atio n  to , th e  SEC. T h ese  m a te r ia l ,  in c tu d in g  th is  annua! re p o rt and  the ex h ib its  h e re to , m ay be in sp ecte d  and  co p ie d  a t the 
SE C 's Pubtic R eference R oom  at !0 0  F S treet, N .E ., Room  !580 , W ashington  D .C . 20549. C opies o f  the m ateria ts m ay be ob tained  from  the Pubtic R eference R oom  o f  the SEC  at 4 50  F ifth  S treet, 
N .W ., W a sh in g to n , D .C . 2 0 5 4 9 , at p rescribed  ra tes. T h e  p ub tic  m ay ob tain  in fo rm ation  on the o pera tion  o f  the S E C 's  P ub tic  R efe ren ce  R oom  by ca ttin g  th e  SEC  in th e  U n ited  S ta tes  a t !-800-SEC-

I. SU BSID IA RY  IN FO R M A T IO N

ITEM ! ! .  Q U A N T IT A T IV E  AND Q U A L IT A T IV E  D ISC LO SU R ES A BOUT M A R K E T  RISK
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F u n c tio n a l c u r re n c y L in k a g e  c u r re n c y e x c h a n g e  r a te  (% ) P ro f i t  (loss)

(in  N IS  th o u san d s)

F tn a n c ia t  asse ts
C ash  an d  d e p o s its NIS U.S. dollar +10% 13,603
C ash  a n d  d e p o s its Euro PLN +10% 5,127
C ash  an d  d e p o s its N!S Euro + 10% 713
C ash  a n d  d e p o s its Euro NIS +10% 508
A v a ila b le  fo r sa te  asse ts Euro U.S. dollar +10% 1,950
L oan to  th ird  p a rty Euro GBP +10% 5,942

27,843

F in a n c ia l L iab litie s
L oans at am o rtize d  cost NIS U.S. dollar +10% (31,873)(*)
L oans a t am o rtize d  cost Euro NIS +10% (6,000)
D e b en tu res  at am o rtize d  co st NIS U.S. dollar +10% (2,812)
D e b en tu res  a t am o rtize d  co st Euro NIS +10% (6 2 ^ 3 2 )("
L oans a t am o rtize d  cost Euro U.S. dollar +10% (3,247)
L oans a t am o rtize d  co st RON Euro +10% (30,246)
L oans a t am o rtize d  cost Euro GBP +10% (337)

(136,747)
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PC en te red  in to  tw o  forw ard  tran sa c tio n s  to m itig a te  its foreign  cu rrency  ex posure  risk in resp ect o f  its S eries A and B D eb en tu res , !n S ep tem b er 200 9  PC se ttted  th e  forw ard  tran sa c tio n  
in re sp ect o f  th e  S eries  A D eben tu res  fo r a to ta t co n sid era tio n  o f  N !S  !4 .5  m iHion. !n January  2 0 !0  PC se ttted  th e  forw ard  transaction  in resp ect o f  the S eries  B D eben tu res  fo r a to tat

D uring  2 0 ! ! ,  PC  dec ided  to  use se!!ing op tions s tra teg y  (th ro u g h  !srae!i and foreign  banks) in o rd e r to  m itiga te its fo re ig n  cu rrency  risk (E U R O N־ !S ) in h ere n t in its !ong term  d eb e n tu res  
issued  in N IS  w h ich  are  no t m itiga ted  by  o th e r d e riv a tiv e  in stru m en ts  (e .g . c ro ss  cu rren c y  in terest ra te  sw ap s o r forw ard  tran sactio n s).

D uring  2 0 ! ! ,  PC w rote cat! and pu t op tions w ith  an exp ira tion  date o f  D ecem ber 2 8 .2 0 ! ! .  T he options ac tiv ity  g enera ted  a net cash  gain o f  N IS  25.9 m iHion.

W e invest in m ark e tab te  sec u ritie s  b ase d  on the in v estm en t p o ticy  adopted  by  o u r in v estm en t co m m itte e .

A n increase o f  10%  in the prices o f  o u r m arketab te secu rities as o f  D ecem ber 3 ! ,  2 0 ! ! .  witt increase o u r finance incom e by N !S  2 .! m iHion.

W ithin the fram ew ork  o f  the share purchase ag reem en t en tered  into w ith PPH E on D ecem ber 3 ! ,  2 0 !0  BEA  H ote!s N .V . ("B E A ") w a s  issu ed  as  p a rt o f  th e  c o n s id e ra tio n  o n e  m iH ion 
o rd in ary  sh a res  o f  P PH E  w ith  a  cu rren t m arke t p rice o f  6  ! .3 m iH ion b ase d  on th e  q u o ta tio n s  o f  such  s h a re s  on the A ! te m a tiv e  In v e stm e n t M ark e t o f  th e  L o n d o n  S to c k  E x ch a n g e  (A IM ) a n d  an 
ad d itio n a! p ay m e n t in  th e  ag g reg ate  am o u n t o f  u p  to  f  3 .5  m iH ion, tha t shaH b e  m ade on th e  fifth  an n iv e rsary  o f  th e  d o s in g  d a te  (D ece m b e r 3 ! ,  2 0 !  5 ) an d  sha!! be su b jec t to  ce rta in  ad ju stm en ts , 
based  on th e  m ark e t p rice  o f  PPH E 's sh ares , a s  s e t forth  in  th e  ag reem e n t. B ased  on its  te rm s th is  add itiona! pay m en t is c !ass ified  a s  a d e r iv a tiv e  an d  p re se n te d  a t fa ir  va !u e . A n increase  o f  !0 %  in

W ith in  th e  fram ew o rk  o f  a c re d it ag reem en t ex e cu ted  in S ep tem b er 2 0 ! !  w e g ran ted  to  th e  L en d er a  w a rran t to  p u rc h ase  o u r o rd in ary  sh a res  a t an ex e rc ise  p rice  o f  $3 .00  p e r sh a re  d u rin g  
a tw o -y e ar period  com m enc ing  on M arch  3 ! ,  2 0 ! 2. A n increase o f ! 0%  in th e  price o f  o u r shares wi!! increase the fa ir va!ue o f  th is derivative b y  N IS  ! .4 m iHion (a p p ro x im a te ^  $366,000).

W ith in  the fram ew o rk  o f  a cred it faci!ity  ag reem en t execu ted  in A pri! 2 0 !0 , a BEA  jo in t!y  controH ed subsid ia ry  tha t ho tds a hote! in the N e th e r!a n d s is co m m itted  to pay  the fin an c in g  
bank an additiona! ex it fee.
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N)S 300,000 (approxim ately $78,500).
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T he fo llow ing  tab le  an a ly se s  Ihe ch an g e in the fa ir value o f  the d eb e n tu res  and  the deriv a tiv e s  as o f  D ecem ber 3 1, 2 0 11. T h is an a ly sis  a ssu m e s  tha t in each  ca se  all o th e r p a ram ete rs

S cope of
P r ic e  c h a n g e  P ro f i t  (!oss) 

_______ % ________  N IS  th o u sa n d s

(!5 ,562)C hange in th e  Israe!i C PI +2.2%  (!5 ,562)

C hange in  th e  m ark e t in te re st ra te  + !%  !0 6 4 6

/70w

P a n  o f  o u r !ong-term  b o rrow ings, a s  we!! as !ong-term  !oans re ceiv a b !e , b ea r v a ria b te  in terest ra tes. C ash  an d  ca sh  eq u iv a te n ts , sh o rt-term  d e p o s its  and  sh o rt-te rm  bank  c red its  are 
m ain ly  d e p o sited  in o r  o b ta in ed  a t variab !e  in terest ra te s . C h an g es in the m arke t in terest ra te  wi!) a ffec t o u r finance  incom e and ex p e n ses  and  o u r cash  flow .

In ce rta in  ca ses  w e use in terest ra te  sw ap  tran sa c tio n  in o rd e r to  sw a p  !oans w ith  a v ariab !e  in terest ra te  to fixed  in te re s t ra te  o r a! te m ativ e !y  e n te rin g  into !oans w ith  a fixed  in terest ra te .

T he foH ow ing tab!e presen ts  the effec t o f  an increase  o f  2%  in the L!B O R  rate w ith  re sp ec t to  financial asse ts and  !iab i!ities as o f  D e cem b e r 3 ! ,  2 0 !  1, w h ich  are  ex p o se d  to  cash  flow  risk

P ro f i t  (!oss)

(4!,448)

PC ra ised  a tota! o f  PLN  60 m iHion (a p p ro x im a te ^  N IS  7 ! miMion) from Po!ish institutiona! investors. T he unsecured  b ea re r b o n d s g o v ern ed  by Po!ish !aw  hav e a th ree y e a r 
m aturity  and  wi!! b ea r in terest at a ra te  o f  six  m onths Po!ish W IB O R  p!us a m argin o f  4 .5% . PC entered into a E U R -PL N  cro ss -cu rren c y  in te re s t ra te  sw a p  in o rd e r  to hed g e th e  
expected  pay m en ts  in PLN  (p rincipa! and in terest) and  to  co rre ta te  them  w ith  th e  E uro. T he deriva tive  is m easu red  at fa ir ya!ue an d  th e  d e b e n tu re s  are m easu red  a t am o rtize d  cost.

PC wi!! pay a fixed  in terest o f  6 .98%  and wi!! receive an  in terest o f  six m onth  W IB O R  + 4 .5%  w ith the sam e am ortiza tion  schedu te as th e  P o tish  bonds.

A s o f  D ecem ber 3 ! ,  2 0 ! ! ,  w e hotd  investm ents in financiat no tes  in the am oun t o f N I S  !87 .6  m ittion  w hich  b e a r in terest o f  ! ! .5 %  to !2 %  per an n u m , and  w hich  are  payab te on ty  i f  the 
m argin  b etw een  the 30 y e a r E uro  sw ap  in terest ra te  and  th e  !0  y e a r E uro  sw ap in terest ra te  (m easu red  on a daity  b asis) is h ig h er than  the m arg in  s ta ted  in th e  ag reem e n t. T h ere fo re , w e are
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!_____  2 3 4 5  t h e r e a f te r  T ota!
M S  miMion

74.8 - - 74.8

0.9 0.9 1 3 ! - - - !4 .9

798.3 26.4 26.6 26.8 35.8 276 ! ! ,!9 0

6.2 41.4 6.2 6:2 67.9 - 127.9

338.5 338.5 338.5 338.5 54.6 54.6 !,463.2

217.5 )60.4 !4.1 474.5 190.! 2 2 !.9 1,278.5

293.5 ־ - ־ 293.5

21 30.6 59.2 59.2 66.9 8 ! 9 318.8

!5 !5 !5 !5 - - 60

M 2 !1ב 5 .6 ־ - - 28

285 392 9 374.7 356.4 263.4 8 !4.3 2486.7

12.7 1 3 13 13 250.9 - 302.6

56 56 - - . -  . 112

1 4 5 ; -. ־־ ־ ^ - ־ ' . ^ ־־ ׳ 14,5

15.9 15.9 15.9 !5.9 15.9 63.7 143.2
.736.7 !,470.5 937.9 !,305.5 945.5 !,5 !2 .5 7.908.6

F u n c tjo n a! C u rre n c y C u ^ n J y I n te r e s t  R a te  % R a te  %

e € ׳ 6.98 6 9 8

e U .S  doHar Libor+4 4 J

e e Euribor +  0 .4 -5 5 4

6 6 E uribor +  1.75-2.25 2.75-3.25

e N IS  (!inked to  CPI) 4.5-5.4 4.5-5.4

U .S . doHar U .S. doHar 4.9 !-6.4 4.91-6.4

U .S . doHar U .S . do!!ar L ibor +3.25 3.83

NIS U .S . do!!ar L ibor + 3.5-3 8 4

€N IS Te!bor+6 8.76

NIS U .S .doH ar L ibor +  2.65 3:05

NIS N IS  (linked to  C PI) 5 -6 J 6.0

RON € E u rib o r+  4.6 5.96

NIS N IS 6 2 5 6.25

NIS NTS P rim e+!.5-1.75 5.93

INR INR 13.5-!5% 13.5-15
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A s o f  D e c e m b e r 3 1 ,2 0 1 1
B o o k  V a lu e F a i r  V a lu e

F in a n c ia l N o tes  h eld  to  m atu rity 187,648 132,875
L ong- term  loans at fix ed  in terest rate (!,550,990) (!,579,736)
D e b en tu res (3, !66,!08) (!;448 ,648)

(4,529,450) (2,895,509)

H E M  !2 . D E SC R IPT IO N  O F  SE C U R IT IE S  O T H E R  THA N EQ U ITY  S E C U R IT IE S

PA R T  I!

ITEM 13. D EFA U LT S, DIV ID EN D  A R R EA R A G ES AND D ELIN Q U EN CIES

ITEM !4 . M A T E R IA L  M O D IFIC A T IO N S T O  T H E  R IG H T S O F SEC U R IT Y  H O L D E R S AND USE O F  PRO CEED S 

ITEM 15. C O N T R O L S  AN D  P R O C E D U R E S
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!T E M  !6A . A U D IT C O M M IT T E E  FIN A N CIA L EX PE R T  

IT E M  I6B . C O D E  O F E T H IC S

IT E M  I6C . P R IN C IP A L  A C C O U N T A N T  F E E S  A N D  SE R V IC E S

2 0 1 0  F e e s

),022,868

111,814

1,134,682

1,063,366 $ 
70,945
82,724 $

U 1 7 ,0 3 5  $

A u d it (a)

T ax (c )
AH o th e r fees (d ) 
T otal

A u d it Fees(a)

(b)
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(c) T ax  Fees

(d ) A!! O th e r  Fees

!T E M  16D. E X E M P T IO N S  FRO M  T H E  L IST IN G  STA N D A RD S F O R  A U D IT C O M M IT T E E S

IT E M  I6E . PU R C H A SE S O F  EQ U ITY  SE C U R IT IE S  BY T H E  C O M PA N Y  AND A FFIL IA T E D  PU RCH A SERS
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M arch  9-M arch  3 ! ,  2 0 H  I 16 ^ 7 3  I !  .$9
Apri! 3-Apri! 2 8 ,2 0 ! !  $8,994 !2.03
M ay  !-M ay 8 ,2 0 ! !  !6 ,137 !1.38

S chedu te !3D .

IT E M  !6F . C H A N G E IN R E G IS T R A N T 'S  C E R T IFY IN G  A C C O U N TA N T 

IT E M  16C. C O R PO R A T E  G O V E R N A N C E

ITEM  16H. M IN E SA FETY  D ISC LO SU R E 

IT E M  !7. FIN A N CIA L ST A T E M E N T S

IT E M  !8. FIN A N CIA L ST A TEM EN TS
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PA RT HI

ITEM  !9. EX H IB ITS

2007).  ̂ ^  ^  ^  ^

C orpora tion , D D R  M D T  H oidings II T rust, D D R  M acquarie Fund L L C , D D R  M D T  PS L L C , D D R  M D T  M V  L L C , M acquarie D D R  U .S . T ru st In c ., M acquarie D D R  U .S . T rust n

4.8 S hare P urchase A greem en t dated  D ecem ber 2 9 ,2 0 1 0 , am ong B .E .A . H otels N .V ., P PH E  H ote! G ro u p  L im ited and Park P iaza H o tels E urope H o!d ings B .V . (in c o rp o ra te d  by

4.9 W arran t issued  by  E!bit Im ag in g  L td . to E astga te  Property  L L C , dated  S ep tem ber 2 2 ,2 0 1 !  (inco rporated  b y  reference to  E xhib it 4 .3  o f  E !b it Im ag in g  L td .'s  C u rren t R ep o rt on Form

4 .!0  A greem en t o f  P u rchase and  Sale, da ted  as o f  January  !0 ,2 0 1 2 , am ong  certain  seH ers and  B R E  D D R  R E T A IL  H O L D IN G S LLC.

4 .! !  F irst A m endm ent to  A greem en t o f  P u rchase and  Sa!e, dated as  o f  January  2 4 ,2 0 !  2 , am ong  certain  seH ers and B R E  D D R  R E T A IL  H O L D IN G S  L L C .

4 !  2 S hare  Purchase A greem en t, da ted  as o f  M arch  3 0 ,2 0 !2 , by  and  am ong  B .E.A . H o tets N .V ., PPH E  N ether!and  N .V . and  P PH E  H ote! G roup  L im ited .
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8 ! L is! o f  subsid ia ries .

!2 .! C ertifica tion  o f  the C o -C h ie f E xecu tive  O ffice r pu rsu an t to  Section  302  o f  the S arbanes-O xtey  A ct o f  2002.

!2.2 C ertifica tion  o f  the C o -C h ie f E xecutive O ffice r pu rsu an t to  Section  302  o f  the S arbanes-O x!ey  A ct o f  2002.

! 2.3 C ertifica tion  o f  the C h ie f  F inancia! O fficer pu rsu an t to S ectio n  302 o f  the S arbanes-O xiey  A ct o f  2002.

!3 .! C ertifica tion  o f  the C o -C h ie f E xecutive O ffice r pu rsu an t to  Section  906  o f  the S arbanes-O x!ey  A ct o f  2002.

! 3.2 C ertifica tion  o f  the C o -C h ie f E xecu tive  O fficer pu rsu an t to  Section  906  o f  the S arbanes-O x!ey  A ct o f  2002.
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SIG N A TU RES

By: /s / Dudi M a c h iu f

Titte: C o-C hief E xecutive O fficer

Date: A p r it2 5 ,2 0 !2
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T H E  ISR A E L I C O M PA N IE S  LAW  

A C O M PA N Y  LIM ITED  BY SHARES 

A M EN D ED  A N D  R ESTA TED  

A R TICLES O F A SSO CIA TIO N  

OF

E lb it  Im a g in g  Ltd.
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2. Q!?j e<;l an d  P urpose  p f  tt]? C cm p an y



T h e  tiab itity  o f  the sh a reh o td ers  is  tim ited  to  th e  pay m en t o f  th e  nom inat va tue  o f  the shares in the C om pany  issued  to them  and w hich  re m a in s  u n p a id , an d  o n ty  to that am o u n t, ! f  the 
C o m p a n y 's  sh are  capita! shatt inc tude  a t  an y  tim e  sh ares  w ith o u t a n o m in at v a tu e , the sh a re h o td e rs ' tiab itity  in respect o f  su ch  shares  shatt be tim ited  to th e  p ay m e n t o f  up to  N IS  ! .00 fo r each 
su ch  sh are  issu ed  to  them  and w hich  re m a in s  u n p a id , and  on!y  to  tha t am o u n t.

S H A R E C A PIT A L

4. A u thorized  S hare C apita!

T he authorized share capita! o f  the C om pany  is fifty  m ittion  N ew  !sraeti Shekcts (N IS 50,000,000) div ided  into fifty m ittion  (50 ,000 ,000) O rdinary  S hares, p a r va tue  N IS  ! .00 p er share.

5. Inc rease  o f  A u thorized  S hare C apita)

(a ) T he C om pany  m ay, from  tim e  to tim e , by S h are h o td e rs  R eso lu tio n , w h e th er o r no t a!t th e  shares  then au th o riz ed  have been  issued , and w h e th e r  o r  n o t a tt th e  sh a res  th e re to fo re  
issued  hav e  b een  ca tted  up fo r pay m e n t, in c re a se  its a u th o riz e d  sh are  cap ita ) by the crea tio n  o f  new  shares  th ro u g h  a m e n d in g  th e  M em o ra n d u m  and  th ese  A r tic le s . A n y  such  in c re ase  sh a tt b e  in 
such  am o u n t and  shatt b e  d iv id ed  in to  sh a re s  o f  such  n o m in a t am o u n ts  (o r  no n o m in at a m o u n ts ), an d  su ch  shares  shat) c o n fe r  such  r ig h ts  and p re fe re n c e s , and sha)) be su b je c t to  such

d is tr ib u tio n s  to  sh a reh o td ers  o f  th e  C o m p a n y  a s  m ay  be d ec )a red  b y  th e  B o ard  o f  D ire c to rs  in ac co rd a n ce  w ith  th ese  A rtic le s  an d  th e  C o m p a n ies  L aw , an d  u p o n  liq u id a tio n  o r  d isso lu tio n  o f  the 
C o m p a n y , in th e  d is tr ib u tio n  o f  asse ts  o f  th e  C o m p a n y  leg a lly  av a ila b le  fo r d is tr ib u tio n  to  sh areh o ld ers  in acco rd an ce  w ith  th e  te rm s  o f  app!icab !e  law  an d  th e se  A rtic le s . A lt O rd in a ry  S h are s  
rank p a r !  in all re sp ec ts  w ith  each  o th er.
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SHARES

9. !$su9n<;<? o f Shar? Rsp)3cem?nt o f Lest Cer!ifi?at?$

(a ) S hare ce rtifica te s  sha!! be issued un d er th e  sea! o r s tam p  o f  th e  C om pany  and shatt b e a r th e  signatu re o f  any  tw o  (2) D ire c to rs  o r an y  tw o  (2 ) o f  the fo!!ow ing: the G enera ! 
M anager, the C h ie f  F inancia! O fficer , the G enera! C ounse!, th e  Secre tary , th e  C hairm an  o f  the B oard  o f  D irec to rs , the V ice C h airm an  o f  the B oard  o f  D ire c to rs , o r  o f  any  o th e r P erson  o r P e rso n s

sig n a to ries  on th e  share ce rtif ic a te  no  !o nger se rv e  in  th e  re !ev a n t c a p a c itie s  a t the tim e o f  su ch  issuance .

(b ) T he C om pany  m ay issue u n -certifica ted  sh a res , p ro v id e d , ho w e v er, th a t each  h o td er o f  sh a res  sha!! be en tit!ed  to one n u m bered  c e rtif ic a te  fo r a!! the sh a res  o f  an y  c!ass 
re g is te red  in his nam e, and  i f  re aso n ab ty  re q u ested  by such  ho !d e r. to severa! ce rtific a te s , ea ch  fo r one o r m o re  o f  such  shares.



b ran ch  reg is te rs .

! ! .  C atts  on Shares

(a ) T he C o m p a n y  m ay, from  tim e  to  tim e, m ake such caHs as the B oard  o f  D ire c to rs  m ay dete rm in e  upon h o td ers  o f  shares in re sp ect o f  any  sum  unpaid  fo r sh a res  hetd  b y  such  
ho td ers  w h ich  is no t, by the te rm s  o f  issuance  th e re o f  o r  o th e rw ise , payab te at a fixed  tim e , and each  such  h o td er shatt p ay  th e  am o u n t o f  ev e ry  cat! so  m ade u p o n  him  (and  o f  ea ch  in s ta lm e n t  
th e re o f  i f  th e  sam e  is pay ab te  in instaH m ents), to  th e  P erso n (s) and  a t th e  tim e (s) and  p tac e (s ) d esig n ated  by  th e  B oard  o f  D ire c to rs , as any  such  tim e (s ) m ay  be th e re a f te r  ex te n d ed  a n d /o r  su ch  
P erso n (s) o r p tac e (s ) ch anged . U n tess  o th e rw ise  s tip u ta te d  in th e  reso tu tion  o f  th e  B oard  o f  D ire c to rs  (and  in the no tice h e re a f te r re fe rred  to ), each  pay m en t in re sp o n se  to a ca tt shatt be dee m ed





(a ) E xcep t to the ex ten t the sam e m ay be w a ived  o r subord inated  in w riting , to  the ex ten t perm itted  by app ticab te [aw , the C om pany  shat! have a first an d  p a ram o u n t tien  upon at! the 
shares  (o th e r  th an  sh a res  w h ich  are  fu tty  paid  up) re g is te red  in th e  nam e o f  ea ch  h o td e r (w ith o u t regard  to any  eq u itab te  o r  o th e r c ta im  o r  in terest in su ch  sh ares  on th e  p a r t o f  an y  o th e r P e rso n ), 
and  upon th e  p ro c e e d s  o f  th e  sa te  th e re o f, fo r h is deb ts  and  tiab ititie s , so te ty  o r jo in tty  w ith  an o th e r, to th e  C o m p a n y  in resp ect o f  su ch  sh a re s , w h e th er the p e rio d  fo r the p a y m e n t, fu tfittm en t or 
d isch arg e  th e re o f  shatt hav e  ac tu a tty  arriv ed  o r no t. S uch  tien  shat! ex tend  to att d iv idends from  tim e to tim e d ec tare d  in resp ect o f  such  sh are . U n!ess o th e rw ise  p ro v id ed , the re g is tra tio n  by  the 
C om pany  o f  a  tran sfe r o f  sh a res  sha!! be deem ed  to be a w a iv e r  on the p art o f  th e  C om pany  o f  the !ien ( i f  any ) ex is tin g  on such  sh ares  im m edia te!y  p rio r to su ch  tran sfe r.

(b ) T h e  B o ard  o f  D irec to rs  m ay ca u se  th e  C o m p a n y  to  se!! any  sh ares  su b jec t to  such !ien w hen any  such  d eb t o r  !iab i!ity  has m atu red , in su ch  m an n e r as th e  B o ard  o f  D ire c to rs  
m ay  deem  fit, b u t no such  sa te  sh a tt be m ade u n tess  such d eb t o r  tiab i!ity  o r has n o t been  sa tisfied  w ith in  fou rteen  ( ! 4 )  d ay s a f te r  w ritten  n o tice  o f  the in ten tio n  to  set! sha!! h av e  b een  served  on 
such  h o td e r, h is  ex e cu to rs  o r ad m in is tra to rs .

(c ) T he n e t p ro c eed s  o f  any  such  sa te , a f te r  p ay m e n t o f  th e  co s ts  thereo f, shatt b e  app tied  in o r tow ard sa tis fac tio n  o f  su ch  deb ts  o r  tia b ititie s  o f  su ch  h o td e r  (w h e th e r  o r  n o t the 
sam e hav e m atu re d ), o r an y  sp ec if ic  part o f  the sam e (as th e  C o m p a n y  m ay dete rm in e ), and  th e  res id u e  ( if  any ) shatt be p aid  to  th e  h o td e r, h is execu to rs , a d m in is tra to rs  or a ss ig n s.

!4. $at? after forfeitur? or Surrender <?r in Enf<Hg^$n! of Lien



T R A N S FE R  O F  SH A R E S

(a )  N o  tran sfe r o f  shares  sha!! b e  reg is te red  in the R eg is te r o f  S h are h o td e rs  un tess  a p ro p e r in s tru m en t o f  tra n sfe r  (in  form  and  su b s tan ce  sa tis fac to ry  to  th e  S ec re ta ry ) h as  been  
su b m itted  to th e  C o m p a n y  o r  its  agen t, to g e th e r  w ith  any  sh are  c e rtifica tc (s ) and  such o th e r  ev id e n ce  o f  tit)e  a s  the S ecre tary  m ay  re aso n ab !y  re q u ire , an d  un !e ss  such  t ra n s fe r  co m p !ie s  w ith  
app!icab!e taw and  th ese  A r tid e s .  U nti! th e  tran sfe re e  h as  been  re g is te red  in the R eg is te r o f  S h are h o td e rs  in  resp ect o f  th e  shares  so  tran sfe rred , th e  C o m p a n y  m a y  c o n tin u e  to tre a t th e  
tran sfero r as th e  o w ner thereo f. T he B oard  o f  D irec to rs  m ay , from  tim e to  tim e, prescribe a fee for th e  reg is tra tio n  o f  a transfer.

(b ) T he C o m p a n y  shat! be en titted  to re fuse to re co g n ize  a tran sfe r deed  unti! th e  ce rtifica te  o f  the tran sferred  sh a re  is  a ttac h ed  to  it  to g e th e r  w ith  any  o th e r  ev id e n ce  w h ich  the 
B oard o f  D irec to rs  or th e  S ecre ta ry  sha!! re q u ire  as p ro o f  o f  th e  tran sfe ro r 's  righ t to  tran sfe r the sh are  and  p ay m e n t o f  any  tra n sfe r  fee d e te rm in e d  by th e  B o ard  o f  D ire c to rs . R eg is te re d  tra n s fe r  
deeds sha!! rem ain  w ith  the C o m p a n y , b u t an y  tra n sfe r  d eed  w h ich  th e  C o m p a n y  re fu sed  to  re g is te r sha!! b e  re tu rn ed  to the tra n s fe ro r  upon dem and .

T R A N S M IS SIO N  O F  SH A R E S

!7. D e ced c n ts ' S hares

(a ) !n  ca se  o f  a sh are  re g is te red  in th e  n am es o f  tw o o r m ore  h o td e rs , the C om pany  m ay re co g n izc  the su rv iv o r(s ) a s  the so!e o w n e r(s) th e re o f  un !ess an d  unti! the p ro v is io n s  o f  
A r tid e  !7 (b ) hav e  been effec tive !y  invoked .



R E C O R D  D A T E W IT H  R E SP E C T  T O  O W N E R SH IP  O F  SH A R ES

!9. R psaKL&a ts s

G EN ERA L M EETIN G S

20. A nnua t G enera) M eeting

A n A n n u a t G enera t M ee ting  sha!) be hetd  on ce  in ev ery  ca ten d ar y ea r a t such  tim e (w ith in  a period  o f  no t m ore th an  fifteen  (15) m o n th s  a f te r the las t p re c e d in g  A n n u a l G e n era l M ee tin g ) 
and at such p lace  e ith e r  w ith in  o r  w ith o u t the S ta te  o f  Israel a s  m ay be d ete rm ined  by  the B oard  o f  D irecto rs.

2 t .  E x traord inary  Csrt.?ra! M?<Hi.n&S



(b)

PRO CEED IN G S A T G EN ERA L M E E T tN C S

23. Q uorum



25. A dop tion  o f  R eso tu tio n s  at G enera ) M ee tin g s

26. P o w er to A d iourn



fo r ea ch  sh are  re g is te red  in h is nam e in the R e g is te r  o f  S h are h o td e rs  u pon  an y  reso tu tio n  p u t to a v o te  o f  th e  h o td ers  o f  O rd in a ry  S hares.

28. V o ting  R ig hts

(a ) T he sh a reh o td ers  en titted  to  v o te  at a G enera t M ee ting  shatt be the sh a reh o td ers  tisted  in the C o m p a n y 's  R eg is te r(s) o f  S h are h o td e rs  on  th e  re co rd  d a te , as sp ec if ied  in A rtic te
)9.

(b ) A com pany  o r o th e r en tity  w h ich  is n o t an  ind iv idua! b e in g  a h o td er o f  O rd in a ry  S hares o f  th e  C om pany  m ay be re p resen ted  by an  au th o riz ed  in d iv id u a ! at any  m ee tin g  o f  the 
C o m p an y . S uch  au th o rized  ind iv iduat shatt be en titted  to  exerc ise  on b e h a tf  o f  such  ho tder att th e  pow er, w hich  the ta tte r cou td  have ex e rc ise d  i f  it w e re  an in d iv idua) sh a reh o td er. U p o n  the 
request o f  the C hairm an  o f  the m eeting , w ritten  ev idence  o f  such  au tho riza tion  (in  fo rm  accep tab !e to  the C hairm an  in his so!e d isc re tio n ) sha!! be detiv ered  to  him .

(c ) A n y  h o td er o f  O rd ina ry  S h are s  en titted  to  vote a t the G enera! M ee tin g  m ay vote th erea t e ith e r  personatty  o r b y  proxy  (w ho  need  no t b e  a sh a re h o td e r o f  th e  C o m p an y ), o r, i f  the

(d ) ! f  tw o o r m ore  P ersons are reg is te red  in th e  R eg is ter o f  S h are h o td e rs  as jo in t  h o td ers  o f  any  O rd inary  S hare , the vote o f  th e  sen io r w ho ten d e rs  a v o te , in p erso n  o r  by p roxy , 
sh a tt be ac ce p te d  to the ex c tu sio n  o f  the v o te (s ) o f  th e  o th e r jo in t  h o td e r(s ); and  fo r th is  p u rp o se  sen io rity  shat! be d e te rm in e d  by the o rd e r in w h ich  th e  n am e s  stan d  in th e  R e g is te r  o f  
S h are h o td e rs , att su b jec t to  ap p tica b te  taw .

PR O X IE S
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_______________________________ o f _______________________________________

(nam e o f  p roxy) (ad d ress  o f  p roxy) 

a s  m y  p ro x y  to  a tten d  an d  v o te  on  m y  b e h a lf  a t [any  G enera! M ee tin g  o f  th e  C o m p a n y ] [th e  G en era ! M ee tin g  o f  th e  C o m p a n y  to  b e  he!d  on  t h e ______ d ay  o f

(s ig n a tu re  o f  sh a reh o td er)

(b ) T he in strum en t a p p o in tin g  a p ro x y  (and  th e  p o w e r o f  a tto rn e y  o r o th e r au th o rity , i f  any , u n d e r  w h ich  su ch  in stru m en t has been  s ig n ed ) sha!! b e  de!iv e re d  to th e  C o m p a n y  (a t its 
re g is te red  o ff ic e , o r at its p rincipa ! p tace  o f  b u s in ess  or a t th e  o ff ices  o f  its re g is tra r an d /o r tran sfe r agen t o r a t such p !ace  as the B oard  o f  D irec to rs  m ay sp ec ify ) no t !ess th an  fo rty -e igh t (48) 
ho u rs  b e fo re  th e  tim e fixed  fo r the m ee tin g  a t w h ich  th e  P erso n  nam ed in th e  in stru m en t p ro p o se s  to vo te , un!ess o th e rw ise  d e te rm in e d  by the C hairm an  o f  th e  m ee tin g .

(c ) T he r ig h ts  o f  a shareh o !d er w h o  is !ega!!y in ca p acita ted  to a tten d  an d /o r vo te  at a G enera! M eeting  m ay be ex e rc ise d  by his guard ian .

30. E ffec t o f  D eath  Qf  A p p p in te r or  R ev o ca tio n o f  A p p o in tm en t

A v o te  ca st p u rsu a n t to an  in s tru m en t ap p o in tin g  a p ro x y  sha!! be v atid  n o tw ith sta n d in g  th e  p re v io u s  dea th  o f  th e  a p p o in tin g  sh a re h o td e r  (o r  o f  h is  a tto rn e y -in -fa c t, i f  a n y , w h o  s igned  
su ch  in stru m en t) o r the re v o ca tio n  o f  the ap p o in tm en t, p ro v id e d  th a t  no w ritten  n o tice  o f  such  d ea th  or re v o ca tio n  sha!! hav e  been  re ceiv e d  by  th e  C o m p a n y  o r  by  th e  C h a irm an  o f  th e  m ee tin g  
be fo re  su ch  v o te  is ca st and  p ro v id ed , fu rth e r, th a t the ap p o in tin g  sh a reh o !d e r, i f  p resen t in person  a t  said  m ee tin g , m ay re v o k e  th e  au th o rity  g ran ted  by th e  e x e cu tio n  o f  a p ro x y  by fi!ing  w ith
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B O A R D  O F  D IR E C T O R S

3 ). P ow ers o f  Board o f  D irectors

(b) B orrow ing  Ppw.er

any  part o f  th e  p ro p e rty  o f  the C o m p a n y , bo th  p re sen t and  fu tu re , inc!ud ing  its  uncaH ed o r caHed bu t unpaid  sh are  capita! fo r the tim e  being .

(c) R ese rv es

!$ - ־



(c )  A reso !u tion  m ay be adop ted  by  the B oard  o f  D irec to rs  w ith o u t co n v en in g  a m ee ting  i f  D irectors then  in o ff ic e  and taw fuH y e n titted  to p a rtic ip a te  in th e  m ee tin g  an d  v o te  
th e re o n  (as co n c iu siv e ty  d e te rm in e d  by th e  S ecre ta ry  or G enera! C ounse), and  in th e  ab se n ce  o f  such  d e te rm ina tion , by th e  C h a irm an  o f  th e  A u d it C o m m ittee ) , h av e  g iv en  th e ir w ritten  co n se n t

33. D c te ea tio n  o f  Pow ers

(a) T he B oard  o f  D irec to rs  m ay . su b jec t to  th e  p rov is ions  o f  the C o m p a n ies  Law  and these  A r tid e s , de)egate any  o f  its pow ers  to  co m m ittees , ea ch  c o n sis tin g  o f  tw o  o r m ore 
P ersons (a)) o f  w hose  m em bers m u st be D ire c to rs), an d  it m ay from tim e to  tim e revoke such de)egation  o r atter the com position  o f  an y  such co m m itte e . A ny C o m m ittee  so form ed (in  these  
A r tid e s  re fe rred  to as a " C o m m itte e  of th e  B o ard  o f D ire c to rs " ) , sha!!, in th e  ex e rc ise  o f  th e  p o w e rs  so  de!egated , confo rm  to a n y  re g u !a tio n s  im p o se d  o n  it by  th e  B o ard  o f  D ire c to rs . T h e  
m ee tin g s  an d  p ro c eed in g s  o f  an y  such  C o m m ittee  o f  the B oard  o f  D ire c to rs  sha!!, be g o v ern ed  by th e  p ro v is io n s  h e re in  c o n ta in e d  fo r reg u !a tin g  th e  m e e tin g s  o f  th e  B o a rd  o f  
D ire c to rs , so  fa r as n o t su p ersed ed  b y  th e  C o m p a n ies  L aw  o r  an y  re g u !a tio n s  ad o p te d  by  th e  B o ard  o f  D ire c to rs  u n d er th is  A r tid e .  N o tw ith s ta n d in g  th e  fo reg o in g , th e  C h a irm an  o f  a  C o m m itte e  
o f  th e  B o ard  o f  D irec to rs  sha!! n o t have a  ca s tin g  vo te. U n!ess  o th e rw ise  ex p ress ty  p ro v id ed  b y  th e  B oard  o f  D irec to rs  in  d e !eg a tin g  po w e rs  to  a C o m m ittee  o f  th e  B o ard  o f  D ire c to rs , such  
C o m m ittee  sha!! no t b e  e m p o w e red  to  fu r th e r de!eg ate  such  pow ers.

(b ) W ithou t d ero g atin g  fro m  th e  p ro v is io n s  o f  A r tid e  4 6 , th e  B oard  o f  D irec to rs  m ay, sub jec t to  the p rov is ions  o f  th e  C o m p a n ies  L aw , fro m  tim e  to  tim e  a p p o in t a  S ecre ta ry  to  th e  
C o m p a n y , as w e!! a s  a n y  o ff ic e rs  o f  th e  C o m p a n y , a n d  m ay te rm in a te  th e  se rv ic e  o f  an y  su ch  P erson , an d  a!so m a y  ca u se  th e  C o m p a n y  to  en g a g e  e m p to y e e s , a g e n ts  a n d  in d e p e n d e n t



rem ove from  o ff ic e  any D irec to r(s) appo in ted  by  th e  B oard  o f  D irec to rs 

36. O ua tification  o f  D irectors

N o  P erso n  sha!) be d isq u a!ified  to  serv e  as  a D ire c to r by  reason  o f  h is n o t ho td ing  sh a res  in th e  C o m p a n y .



3S. Vacation of O fficc

41. A tte ro a te  P irectQ K
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(b )

P R O C E E D IN G S  O F  T H E  BO A RD  O F  D IR E C T O R S



43. Quorum

h is ptace.

(b ) T he C h airm an , i f  any, o f  the B oard  o f  D irec to rs  sha!! p reside at eve ry  m ee ting  o f  the B oard  o f  D irec to rs , bu t i f  th e re  is no such  C h airm an , o r i f  a t any m ee tin g  he is no t p resen t 
w ith in  fifteen  ( ! 5 )  m inutes af te r the tim e fixed  fo r th e  m ee tin g , or is unw itting  to ac t a s  C h airm an  o r  h as  no tified  the C om pany  th at he w it! not a tten d  such  m ee tin g , the D irec to rs  p re sen t sha!!

4$. V a tid itv  o f  A cts D esp ite  D efects

GEN ERA L M A N A G ER



M INU TES

47. M in u te s

(a )  M in u te s  o f  each G enera! M ee tin g  and  o f  ea ch  m ee tin g  o f  the B oard  o f  D irec to rs  and any C o m m ittees  th e re o f  sha!! be re co rded  an d  d u ty  e n te re d  in b o o k s p ro v id ed  fo r that 
pu rp o se . S uch  m in u te s  sha!!, in a!! ev e n ts, se t fo rth  th e  n am e s o f  th e  perso n s p re sen t a t th e  m ee tin g  and  a!! re so lu tio n s  ad o p te d  therea t.

D IV ID EN D S

(a) S u b je c t to  th e  C om pan ies  L aw , th e  B oard  o f  D irec to rs  m ay from  tim e to  tim e d ec tare , and cause the C o m p a n y  to  p ay , such d iv idend  as m ay  a p p e ar to  the B o ard  o f  D ire c to rs  to 
be ap p ro p ria te . S u b je c t to  the C o m p a n ies  L aw , th e  B oard  o f  D irec to rs  sha!) de te rm in e  th e  tim e fo r p ay m e n t o f  such d iv id en d s , and  the reco rd  date  fo r d e te rm in in g  the sh a reh o td ers  en tit!ed  
th e re to .

(b ) T he C o m p a n y 's  o b tig a tio n  to  pay  d iv id e n d s  o r  an y  o th e r  am o u n t in re sp ec t o f  sh a res , m ay b e  s e t-o f f  by th e  C o m p a n y  ag a in st an y  in d e b te d n e ss , h o w e v er a r is in g , tiq u id a ted  o r 
n o n -tiq u id a te d , o f  th e  P erso n  en titted  to receiv e  th e  d iv id en d . T h e  p ro v is io n s  con ta ined  in th is  A rtic te  shatt no t p re ju d ic e  an y  o th e r  righ t o r rem edy  v es ted  w ith  th e  C o m p a n y  p u rsu a n t to  these  
A rtic tes  o r o th erw ise .



Subject to the rights j ) f jh e  hotders o f  shares with specia! rights as to dividends, any dividend paid by the Com pany shat! be attocated among the sharehoidcrs cntitted thereto in

Form o f  D ividend

^ ^  U pon th e^d ed a ra tio n  o f  th e  B oard  o f  D ire c to rs , a  d iv id en d  m ay b e  p a id , w h o tty  o r  part!y , by  the d is tr ib u tio n  o f  cash  o r sp ec if ic  asse ts  o f  th e  C o m p a n y  o r b y  d is tr ib u tio n  o f  sec u ritie s  o f

T h e  B oard  o f  D ire c to rs  m ay  re ta in  any d iv idend  o r o th e r  m on ey s payab!e  o r p ro p e rty  d is tr ib u ta b te  in re sp ect o f  a sh a re  in re sp ec t o f  w h ich  any  P erso n  is, u n d e r  A r tid e s  ! 7 o r  ! 8 e n titied  
to  beco m e a sh areh o !d er, o r  w h ich  an y  P erson  is, u n d e r  said  A r tid e s ,  em itted  to  tran sfe r, unti! such  Person sha!) beco m e a sh a re h o td e r in re sp e c t o f  such  sh are  o r sha!! tra n s fe r  th e  s a m e .'

A!! u n d a im e d  d iv id en d s  o r o th e r m o n ey s p ayab!e  in re sp ec t o f  a sh are  m ay  b e  invested  o r o th erw ise  m ade use o f  by  an d  fo r  the b e n e fit o f  th e  C o m p a n y  unti! c ta im e d  T h e  p ay m e n t by  
the C o m p a n y  o f  an y  u n d a im e d  d iv idend  o r such  o th e r m o n ey s into a sep a ra te  a c co u n t sha!! n o t con stitu te  the C o m p a n y  a tru s tee  in re sp e c t th e re o f, and  any  d iv id en d  u n d a im e d  a f te r  a p e rio d  o f  
sev e n  (7) y ea rs  from  the d a te  o f  d e d a ra tio n  o f  such  d iv id en d , and any  such  o th e r m on ey s u n d a im e d  afte r a !ike period  from the date  th e  sam e  w ere p ay ab !e , sha!) be fo rfe ited  an d  sha!! re v ert to 

^0 N ^ h ^ " b  * " ^ ' r t t ^ h ' ^ t ^ h  *d t ! / ^  of־ D ire c to rs  m a^ , a t its d isc re tio n , cau se  the C om pany  to  pay  an y  such  d iv id e n d  o r  such  o th e r m o n ey s , o r any  p a rt th e re o f , to  a P erso n  w ho

FIN A N CIA L STA TEM EN TS

T h e  B oard  o f  D ire c to rs  sha!! ca u se  ac cu ra tc  b o o k s o f  accoun t to be k ep t in ac co rd a n ce  w ith  the p ro v is io n s  o f  app!icab !e  !aw. S u ch  books o f  a c c o u n t sha!! be k e p t a t th e  R eg is te re d  
O ffice  o f  the C o m p an y , o r at such  o th e r p!ace o r p !aces as the B oard  o f  D irec to rs  m ay th ink  fit, and they  shat! atw ays be open  to  in sp ec tio n  by a)) D ire c to rs . N o  sh areh o td er, n o t b e in g  a D ire c to r 
sha)) have an y  rig h t to in sp ect an y  ac co u n t o r book or o th e r s im ita r d o cu m e n t o f  the C o m p a n y , excep t a s  co n ferred  by  )aw o r au th o riz ed  by  the B oard  o f  D ire c to rs  o r  by a S h are h o td e rs
R eso)u tion . T he C o m p a n y  sh a tt no t be req u ired  to send co p ie s  o f i t s  financ ia t s ta tem en ts  to  th e  sh areho tders .



AUDtTORS

EXEMPTION, [NSURANCE AXD MDEMX!TY

57 E xem ption , Insurance and Indem nity

[a) Insurance o f  O ffice H o ld e rs :

35. Outside Auditor



3. A n y  other matter in respect of which it is permitted or wiH be permitted under appticabte !aw to insure the !iabitity o f an Office Hotder in the Company.

i. T h e  C o m p a n y  m ay  indem nify  an O ffice  H o td er th ere in , re tro ac tiv e ty  o r pu rsuan t to an ad v a n ce  u n d erta k in g , to  the fu tte s t e x te n t perm itted  by  taw . W ithou t 
d e ro g a tin g  from  the afo resa id  the C om pany  m ay indem nify  an O ffice  H o tder in the C om pany  fo r tiab itity  o r ex p en se  im posed  on him  in co n se q u en ce  o f  an ac tion  
m ade by him  in the capac ity  o f  his position  as an O ffice  H o td er in th e  C om pany , as fo ttow s:

ju d g m en t o f a n  a rb itra to r, app ro v ed  by a court.

2. R easonabte titiga tion  expenses, inc tud ing  teg a t fees, in cu rred  by th e  O ffice  H o tder o r w h ich  he w as o rd e red  to  pay  by  a c o u r t, w ith in  th e  fram ew o rk  o f  
p ro ceed in g s f!!ed aga inst him by o r  on b e h a tf  o f  the C o m p an y , o r by  a th ird  party , o r  in a crim inat p ro c eed in g  in w h ich  he w a s ac q u itte d , o r in a crim ina! 
p roceed ing  in w hich  he w as conv ic ted  o f  a cr im in at o ffen se  w h ich  d o es  no t requ ire p ro o f  o f  crim ina! in ten t.

3. R easonab te  titig a tio n  ex p e n ses , in c lu d in g  teg a t fees he in cu rs  d u e  to  an in v estig a tio n  o r p ro c eed in g  co n d u c ted  ag a in st h im  by  an au th o rity  a u th o riz e d  to  
co n d u c t such  an in v estig a tio n  o r  p ro c eed in g , and  w h ich  w a s ended  w ith o u t fitin g  an in d ic tm en t ag a in st him  and  w ith o u t b e in g  su b je c t to  a f in an c ia t 
ob tig a tio n  as a su b stitu te  fo r a crim inat p ro c eed in g , o r th a t w as ended  w ithou t fiting  an  in d ic tm en t a g a in st h im , bu t w ith  th e  im p o sitio n  o f  a financ ia t 
o b tiga tion , as a su b stitu te  fo r a crim inat p ro c eed in g  re ta tin g  to  an  o ffen ce  w hich  d o es  n o t re q u ire  p ro o f  o f  crim ina! in ten t, w ith in  the m ea n in g  o f  th e  re !evan t 
term s in the C om pan ies  L aw , o r  in co n n e ctio n  w ith  an ad m in is tra tiv e  en fo rcem en t p ro ceed in g  o r a financia! sanc tion . W ith o u t d e ro g a tin g  from  th e  genera!ity  
o f  th e  fo rego ing , su ch  ex p en ses  w itt inctude a paym en t im posed  on th e  O ffice  H o td er in favor o f  an  in ju red  party  as  se t fo rth  in S ectio n  5 2 (3 4 )(a ) (!)(a )  o f  the 
S ecurities Law , and expenses  that the O ffice  H o tder incu rred  in connection  w ith  a p ro ceed in g  u nder C h ap ters  H '3 , H '4 o r ! '!  o f  th e  S ecurities  L aw , inc tud ing  
re aso n ab te  tegat e x p e n ses , w hich  term  in c tu d es  a tto rney  fees.
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!. M atters as detai!ed in A rtic te  3 7 (b ) ( i)(! ) . p ro v id ed , h o w ever, tha t the u ndertak ing  is  re s tr ic ted  to ev e n ts, w hich  in the o p in io n  o f  the B o ard  o f  D ire c to rs , are 
fo reseeab te in tigh t o f  the C o m p a n y 's  ac tuat ac tiv ity  a t the tim e o f  g ran tin g  th e  ob tiga tion  to  in d em n ify  and  is tim ited to a sum  o r m ea su rem en t de te rm in e d  by

2. M atters as deta ited  in A rtic te  37 (b )(i)(2) and  57(b)(i)(3); and
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iii. A n un d ertak in g  to in su re, ex em p t and  indem nify  an O ffice H o tder in the C om pany  as set fo rth  above shatt rem ain in futt force and  e f fe c t even  fo tto w in g  the 
term ination  o f  such O ffice H o td er 's  serv ice w ith  the C om pany .

iv. A ny am endm en t to th e  C om pan ies  L aw , the S ecurities Law  or any  o ther app ticab te  taw ad v erse ty  affec ting  th e  righ t o f  any  O ffice  H o td er to be in d em n ified  or 
insured  p u rsu a n t to th is  A n ic te  57 shatt be p ro sp e ctiv e  in effec t, and  shatt n o t affec t the C o m p a n y 's  ob tiga tion  o r ab itity  to indem nify  o r in su re an O ffice  H o tder

N O T IC E S

58. N o tices

(a ) A ny w ritten  n o ticc  o r  o th e r d o cu m e n t m ay be served  by th e  C om pany  upon any  sh areh o td er e ith e r p e rso n a tty , o r  by fa cs im ite  tran sm iss io n , o r  by  se n d in g  it b y  p re p a id  m ait 
(a irm ait o r  o v ern ig h t a ir co u rie r, i f  b e in g  se n t from  any  co u n try  to a d e s tin a tio n  o u ts id e  su ch  co u n try ) o r e te c tro n ic  m ai! a d d ressed  to  such  sh areh o td er a t h is ad d ress  as se t fo rth  in th e  R e g is te r  
o f  S h a re h o td e rs  o r such  o th e r  ad d ress  as he m ay  have d es ig n a te d  in w r itin g  fo r the re ce ip t o f  n o tic e s  an d  o th e r d o cu m e n ts . A n y  w ritte n  n o tice  or o th e r  d o cu m e n t m ay  b e  se rv ed  by  any  
sh areh o td er upon the C o m p a n y  by  ten d e rin g  th e  sam e in p erso n  to th e  S ecre ta ry  o r the G e n era t M an a g er o f  the C om pany  a t the p rinc ipa ! o ff ic e  o f  the C o m p a n y , o r by  fa csim ite  tra n sm is s io n , or 
by  sen d in g  it by  prepaid  re g is te red  m ai! (a irm ai! o r  overn ig h t a ir co u rie r i f  be in g  sen t from  an y  co u n try  ou ts id e  !srae!) to  the C o m p a n y  at its  re g is te red  o ffice . A n y  such  n o tice  o r o th e r  d o cu m e n t 
sha!! be d ee m ed  to  have been  served  (i) in th e  ca se  o f  m ai!ing , th ree  (3 ) d a y s  a f te r  it has been  p o sted , o r w hen  actuaH y re ce iv e d  by  the ad d ressee  i f  so o n e r than  th ree  (3 ) d a y s , a f te r  it h a s  been  
posted ; (ii)  in th e  case o f  o v e rn ig h t a ir  co u rie r, on the second  b u s in ess  day  foH ow ing th e  d ay  sen t; (iii)  in the ca se  o f  persona! d e tiv e ry , on th e  d a te  such  n o tice  w a s  actuaH y ten d e red  in p erso n  
to  such  sh areh o td er (o r to  th e  S ecre tary  o r  th e  G e n era t M an a g er) ; ( iv )  in the ca se  o f  fa cs im ite  tran sm issio n , on the date  on w h ich  th e  sen d e r re ceiv e s  au to m atic  e te c tro n ic  co n firm atio n  th a t such  
n o tice  w a s su cc essfu tty  tran sm itted ; or (v ) in th e  ca se  o f  e te c tro n ic  m ait, on the d a te  on w h ich  the sen d e r re ce iv e s  te tep h o n ic  o r  w ritten  co n firm atio n  that such n o tice  w a s re ce iv e d , ! f a  n o tic e  is, 
in fact, re ce iv e d  by the a d d re sse e , it shat! b e  deem ed  to  h av e  been  du!y se rv ed , w hen  re c e iv e d , n o tw ith sta n d in g  tha t it w as d e fec tiv e !y  ad d ressed  o r fa i!ed , in  so m e re sp ec t, to  co m p ty  w ith  th e



(c ) A ny sh areh o td er w hose ad d re s s  is no t sp e c if ie d  in the R eg is ter o f  S h are h o td e rs , and  w h o  sh a tt no t have d e sig n a te d  in w r itin g  an ad d ress  fo r the re ce ip t o f  n o tic e s , shatt no t be 
en titted  to  re ce iv e  any n o tice  from  the C om pany .

R IG H T S O F  SIG N A TU R E

T h e  B o ard  o f  D ire c to rs  shatt b e  e n titted  to  au th o riz e  any  P erso n  or P erso n s (w h o  need  no t b e  o ff ic e rs  o r D ire c to rs ) to  ac t and  sign  on b e h a tf  o f  th e  C o m p a n y , a n d  th e  ac ts  an d  s ig n a tu re  o f  such 
P erso n (s) on  b e h a tf  o f  the C om pany  w ith  th e  C o m p a n y 's  s ta m p  o r  p rin ted  nam e shatt bind  th e  C o m p a n y  in so fa r as such  P e rso n (s) ac ted  an d  s ig n ed  w ith in  th e  sc o p e  o f  h is  o r th e ir  au th o rity .

W IN D IN G  UP
60. W in d b g  U p

(a )  N o tw ith sta n d in g  an y th ing  to  th e  c o n tra ry  in th ese  A rtic te s , a S h are h o td e rs  R e so tu tio n  ap p ro v ed  by  75%  o f  the vo ting  sh a res  re p rese n te d  at su c h  m ee tin g  in p erso n  o r by  proxy  
is re q u ired  to  a p p ro v e  th e  v o tu n ta ry  w in d in g  up  o f  the C o m p a n y .

(b ) I f  the C o m p a n y  be w o u n d  up, tiq u id a ted  o r  d isso tv e d , then , su b jec t to  ap p tica b te  taw and  to  th e  righ ts o f  the h o td ers  o f  sh a res  w ith  sp ec ia t r ig h ts  u pon  w in d in g  up , i f  any , the 
asse ts  o f  th e  C om pany  teg a tty  ava itab te fo r d is tr ib u tio n  am o n g  th e  sh areh o td ers , a f te r  pay m en t o f  att deb ts  and  o th e r tiab ititie s  o f  the C o m p a n y , shat! be d is tr ib u te d  to th e  sh a reh o td ers  in 
p ro p o r tio n  to  th e  n o m in at va tue  o f  th e ir  re sp e c tiv e  h o td in g s  o f  the sh a res  in re sp ec t o f  w h ich  such  d is tr ib u tio n  is  be in g  m ad e , p ro v id ed , h o w e v er, that i f  a c ta ss  o f  sh a res  has no nom inat va tue  
th en  th e  asse ts  o f  th e  C o m p a n y  tegatty  av a ita b te  fo r d is tr ib u tio n  am o n g  th e  h o td ers  o f  such  c ta ss  sh a tt be d is tr ib u te d  to them  in p ro p o rtio n  o f  th e ir  re sp ec tiv e  h o td in g s  o f  th e  sh a re s  in  re sp ec t o f
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E x h ib it 4 .! 0

T h is  A g re e m e n t o f  P u rc h a se  a n d  Sa!e (th e  " A g re e m e n t" )  h a s  been  in c lu d e d  to p ro v id e  in v esto rs  w ith  in fo rm a tio n  re g a rd in g  its te rm s , ! t  is n o t in te n d e d  to  p ro v id e  a n y  o th e r  fa c tu a ! 
in fo rm a tio n  a b o u t th e  R e g is tra n t . T h e  re p re se n ta tio n s , w a rra n tie s  a n d  co v e n an ts  co n ta in e d  in th e  A g reem en t w e re  m a d e  on!y fo r  p u rp o se s  o f su ch  a g re e m e n t a n d  as  o f  th e  spec ific  d a te s  
th e re in , w e re  so lely  fo r th e  b e n e fit o f  th e  p a r tie s  to  su ch  a g re e m e n t, a n d  m a y  b e  su b je c t  to  ! im ita tio n s  a g re e d  u p o n  by  th e  c o n tra c tin g  p a r tie s , in c tu d in g  b e in g  q u a lifie d  by  c o n fid e n tia l 
d isc lo su res  e x c h an g e d  b etw een  th e  p a r tie s  in co n n e ctio n  w ith  th e  ex e cu tio n  o f  th e  A g reem en t. T h e  re p re se n ta tio n s  a n d  w a rra n tie s  m a y  have been  m a d e  fo r  th e  p u rp o se s  o f  a llo ca tin g  
c o n tra c tu a l  r is k  b e tw e en  th e  p a r tie s  to  th e  a g re e m e n t in s te a d  o f  es tab lish in g  th o se  m a tte rs  a s  fa c ts , a n d  m ay  b e  s u b je c t  to  s ta n d a rd s  o f m a te r ia l ity  a p p lic a b le  to  th e  c o n tra c tin g  p a r tie s  th a t  
d iffe r  fro m  th o se  a p p lic a b le  to  in v es to rs . In v e s to rs  a r e  n o t th i rd  p a r ty  b en e fic ia r ie s  u n d e r  th e  A g reem en t a n d  sh o u ld  n o t re ly  on th e  re p re se n ta tio n s , w a rra n tie s  a n d  c o v e n a n ts  o r  any  
d e sc rip tio n s  th e re o f  as c h a ra c te r iz a tio n s  o f th e  ac tu a l s ta te  o f  fac ts o r  co n d itio n  o f  th e  R e g is tra n t  o r  an y  o th e r  p a r ty  to th e  A g re e m e n t. M o re o v e r, in fo rm a tio n  c o n c e rn in g  th e  s u b je c t  m a t te r  o f 
th e  re p re s e n ta tio n s  an d  w a rra n tie s  m ay ch a n g e  a f te r  th e  d a te  o f  th e  A g reem en t, w h ich  s u b se q u e n t in fo rm a tio n  m ay  o r m ay  n o t b e  fu lly  re flec te d  in th e  R e g is t r a n t 's  p u b lic  d isc lo su re s .

A G REEM EN T OF PURCHA SE A N D  SALE 

TH E SELLERS LISTED ON SCHEDULE A ATTA CH ED  HERETO 

BRE DDR RETAIL HOLDINGS LLC

D ated as o f  January  10 ,2012
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AG REEM EN T O F PU RCH A SE A N D  SALE

A G R EEM EN T O F PU R CH A SE A N D  SA L E  (th is " A g re e m e n t"), m ade as o f  the 10") d ay  o f  January , 2 0 !2  (the  " E ffective D a te"), by and  b e tw e en  e a c h  o f  the e n ti t ie s  lis te d  in  the 
co lum n en titted  " S etters" on  S ch ed u te  A  a ttac h ed  h ere to  and  m ade a  part h e re o f  ( in d iv id u a lly , a  " Setter" : co ttec tiv e ty , the " Setters"), and B RE D D R  Retai! H otd ings L L C , a  D etaw are lim ited  !iability 
co m p a n y  (th e  " B uyer").

w ith  a!! A d d itio n a l/A d jace n t L and (a s  d efined  h ere in ), co llec tiv e ly , th e  " P ro p ertie s": ea c h  a "P ro p er ty ").

B. T h e  O w ned  P ro p ertie s  an d  th e  L eased  P ropertie s !isted on  S ch ed u le  A . to g e th e r  w ith  th e  A sse t-R e la ted  P ro p erty  (a s  d e fin e d  b e lo w ) w ith  re sp e c t  to  ea ch  O w ned  
P ro p erty  and  ea ch  L eased  P ro p erty  sha!! be re fe rred  to  h ere in , co !lec tiv e!y , a s  th e  "A s s e t s ".

AGREEMENT 

A RTICLE I 

DEn NrnONS



g u a r a n te e s ,in d e m n it ie s ,a n d o th e rc r e d i ts u p p o r t , if a n y .

" A ssu m ed  L oan L en d er P artie s" shat! m ean a!! app!icab!e ten d e rs , serv icers , specia! sc rv ic e rs , co n tro ttin g  h o !dcrs  and  ra tin g  ag e n cies  w ith  re sp e c t to  an A ssu m ed  L o an , and 
th e ir  r e s p e c tiv e  su c c e s so rs  an d  a ss ig n s .
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" B uyer E tec tion  R esponse  D a te"  shat! hav e  th e  m ean ing  a ss ig n ed  th e re to  in S ection  7 .2(c).

" B uyer E vent o f  D efau tt"  shatt have the m ean ing  ass igned  there to  in S ection  !3 . !(a).

" B uyer E xpense R eim bursem en t C ap"  sh a tt hav e  the m e a n in g  ass ig n ed  th e re to  on Schedu te E .

" B uver-R etated  E n titie s"  shat! hav e  the m ea n in g  ass ig n ed  th e re to  in S ec tio n  ! t .3(a).

" B u y er's  K n o w te d g e "  shatt m ean  the actua) k n ow tedge o f  N adeem  M eg h ji, PhiH ip S o!om ond and Eric S ta!ey. T h ere  sha!! be n o  du ty  im posed  o r im ptied  to  in v es tig a te , inqu ire , 
in spect, o r au d it an y  m atte rs , an d  there sh a tt be no persona! tiab itity  on th e  part o f  such in d iv id u a l .  T he S e tte r and  D D R ac k n o w ted g e  tha t the in d iv id u a ts  nam ed  ab o v e  are  nam ed  so te ty  fo r th e  

DDR. ^  S P  y 8 p r p  P g y y  g y r u n g r o m s u
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" C o d e" shat! m ean the !n tem a! R evenue C o d e  o f  !9 8 6 , as am ended.

" C o n tra c ts" sha!! m ean , co ttec tiv e ty , a!! ag reem en ts  o r co n tra c ts  o f  to  w hich  any  Se!!er o r  D D R , as agen t fo r an y  S etter, is a party  and tha t re ta te  to  th e  o w n e rsh ip , o p era tio n , 
m a in ten a n ce  an d  m an ag em en t o f  the re te v an t P ro p erty  ow n e d  by  su ch  S e tter (o r teased  by such  S e tte r, in th e  ca se  o f  the L ea sed  P ro p ertie s) and  th e  b u itd in g s  and  o th e r  im p ro v e m e n ts  tocated  
th e re o n , o r  an y  po rtion  thereo f.

" DOR" shat! m ean D D R  C o rp , an  O h io  co rpora tion  and DDR M D T  H o td in g s !! T rust, a M ary tand  rea! es ta te  investm en t tru st.

" DDR A ffitia te  C on trac ts"  shatt m ean  an y  C o n trac ts  betw een  any  S e tte r and  any  a ffilia te  o f  D D R  (o th er than  the m ezzan ine toan re!ating  to  th e  A ssu m e d  L oan know n as 
"L o n g h o rn  ! ! " ) a n d  any o f  its affi!iates.

" DDR !ndem nitv  B reach" sha!! have th e  m ea n in g  assigned  there to  in Section  ! !  .2 .

" DDR L etter A greem en t"  sha!) m ean tha t ce rtain  )etter ag reem en t dated  as o f  the date o f  th is A greem en t by  and am ong  EPN C P , L L C , D D R  C orp . an d  D D R  M D T  H o td in g s !!
T ru st.
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" D D R 's K n o w le d g e" shaH m ean the ac tua! k n ow ledge o f  K etan  Patel, K ev in  K essinger and John K ok inchak . T h ere  shall be no duty  im posed  o r im p lied  to  in v es tig a te , in q u ire , 
in sp ect, o r  a u d it any  m atte rs , an d  there shall be no p erso n al liab ility  on th e  p a rt o f  such in d iv id u a ls. T he B u y er ac k n o w led g e s that th e  in d iv id u a ls  nam ed ab o v e  a re  nam ed  so le ly  fo r th e  p u rp o se

" D iligence M atters" shall h av e  th e  m ea n in g  ass ig n ed  th e re to  in Section  7 .2(a).

" D isc tosed  A ssu m ed  L oan D o c u m e n ts"  shall m ean  all A ssu m ed  Loan D o cu m en ts  se t fo rth  on S chedule 3 .2fh l-2  and  any  o th e r im m aterial A ssu m ed  Loan D o cu m en ts.

" Due D iligence Expiration T im e" shall hav e  th e  m ea n in g  ass ig n ed  there to  in S ectio n  7.2(b).

sed im en t, a ir  o r  any  o ther env ironm en ta l m ed ia, including , w ithou t lim itation , (A ) the C om prehensive E nv ironm enta l R esponse, C om pensation  and L iability  A c t, 42  U .S .C . § 9601 e t s e q . ,( B )  the 
R esource C onserva tion  and R ecovery  A ct, 42 U .S .C . § 6901 et seq ., (C ) the F ederal W ater P o llu tion  C on tro l A ct, 33 U .S .C . § 2601 e t seq ., (D ) th e  T ox ic S u b sta n ces  C ontro! A c t, !3  U .S .C . § 2 6 0 ! et 
seq ., (E ) the C !ean W ater A c t, 33 U .S .C . § 123! et s e q .,(F )  the C lean  A ir A ct, 42 U .S .C . § 7 4 0 ! et seq ., (G ) the H azardous M a te r ia l  T ransportation  A ct, 49  U .S .C . § !801 et seq ., and (H ) the

3
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" G o v em m en ta ) A u th o rity "  sha!! m ean any  federa t, state  or !oca! g overnm en t o r o th e r po titica! subd iv ision  th e re o f, in d u d in g , w ithou t !im ita tion , an y  ag en cy  o r e n tity  ex e rc is in g  
ex e cu tiv e , !eg is!ative, ju d ic ia ! , re gu!a to ry  o r ad m in is tra tiv e  g o v em m en ta ! po w e rs  o r func tions, in each  case to  the ex ten t th e  sam e h as  ju risd ic tio n  o v er the P erso n  o r P ro p erty  in qu estio n .

" G round  L ease A ss ig n m e n t"  sha!! have the m ean ing  ass ig n ed  there to  in S ection  6 . !(b ). 

in terest in a L eased  P roperty .

" G round L esse e" sha!! m ean  th e  app!icab !e  S etters  w h ich  ow n s the teaseho td  in terest in th e  app ticab te L eased  P roperty .

" G round L esso r" shatt m ean  th e  tand to rd  u n d er a G round  Lease.
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p rov iders from  a!) !iab iiity  first accru ing  from  and afte r th e  C !osing  D ate u nder the app[icab!e A ssum ed  Loan D ocum en ts, (iii) the rep iaccm en t o f  the ex isting  p ro p e rty  m an a g em en t ag reem e n t w ith  
a new  p ro p e rty  m an a g em en t ag reem e n t b e tw een  th e  A ssu m ed  L oan  P roperty  P u rch a se r and D D R , and (iv ) to  the ex ten t re q u ired  by  th e  A ssu m ed  Loan L en d e r P a rtie s , the approva! o f  th e  en tities  
o ffe re d  by  the B u y er p u rsu a n t to  S ection  4 .2  be!ow  as b o rro w e r and  new  g u aran to rs , indem nito rs  and  sec u rity  p ro v id e rs  in su b s titu tio n  o f  the ex is tin g  b o rro w e rs , g u a ra n to rs , in d e m n ito rs  and 
o th e r s e c u rity  p ro v id e rs  u n d e r th e  A ssu m ed  L oan  D o c u m e n ts.

" L oan A ssu m p tio n  C o n se n t"  sha!! have the m ean ing  assigned  there to  in Section  3 .3 (g )(ii) .

" L oan  A ssu m p tio n  C o s ts "  sha!! m ean (i)  a n y  a ssu m p tio n  o r  tran sfe r fees  ow ed  p u rsu a n t to  th e  app)icab !e  A ssu m ed  L oan D o cu m en ts  o r o th e rw ise  ch a rg ed  b y  th e  A ssu m ed  
Loan L en d e r P artie s  in c o n n e c tio n  w ith o b ta in in g  the L oan  A ssu m p tio n  C o n sen ts  by the B uyer, (ii)  a!! p ro c ess in g  fees ch a rg ed  by th e  A ssu m ed  Loan L e n d e r P artie s  in o rd e r  fo r th e  B u y e r to 
su b m it ap p tica tio n  pac k ag e s fo r each Loan A ssu m p tio n , (iii)  a!! app!icab!e m o rtg ag e  tax es, in tang ib te tax es, d o cu m e n ta ry  s tam p  tax e s  and reco rd a tio n  ch a rg es  asso c ia ted  each  L oan  A ssu m p tio n , 
a n d  (iv) any  th ird -p a rty , o u t-o f-p o ck e t c o s ts  an d  ex p e n se s , in d u d in g  re aso n ab te  a t to rn e y s ' fees, ch a rg ed  by  th e  A ssu m ed  L o an  L en d er P a rtie s  in c o n n e c tio n  w ith  th e  L oan  A ssu m p tio n , 
exc lud ing , h o w e v e r, in each case, any E x d u d e d  SeMer L oan E xpenses.

" Loan A ssu m p tio n  D o c u m e n ts"  sha!! m ean  the a ssu m p tio n  d o cu m e n ts  to be ex e cu ted  by  th e  app!icab !e  Se!!er, th e  A ssu m ed  L oan P ro p erty  P u rc h a se r  as th e  a ssu m p to r , the 
new  g u a ra n to rs  an d  in d em n ito rs  o ffered  by  the B u y er p u rsu a n t to  S ec tio n  4 .2  be!ow  and the app!icab!e ten d e r o r  s e rv ic e r fo r su ch  A ssum ed  L oan on b e h a tf  o f  th e  ap p tic a b te  A ssu m ed  L oan 
L en d e r P artie s ; p ro v id ed  th a t, th e  "L o an  A ssu m p tio n  D o c u m e n ts"  sha!! not m ean any A ssu m ed  L oan D o c u m e n ts  th a t are n o t re q u ired  to  be a ssu m ed  b y  th e  te rm s  th e re o f  or o th e rw ise  req u ired



n o m o re th a n $ !0 0 ,0 0 0 in a n y c a !e n d a ry e a r .

" M onetary  T itte  E x ce p tio n s" sha!! m ean titte  ex cep tio n s  affec tin g  the fee e s ta te  o f  any  O w ned P roperty  (o r th e  G ro u n d  L e sse e 's  in terest in th e  !easeho!d  e s ta te  o f  an y  L eased  
P ro p erty ) , ex c iu d in g  in a!! ca ses  any  tiens o r o th e r  m atters  tha t a ttach  so!e!y to the T e n a n t 's  in terest in their teaseho td  es ta te  u n d e r th e  S pace L eases , w h ich  arc  n o t P erm itte d  E x c e p tio n s  or 
R equ ired  R em ova! E x cep tio n s  an d  w hich  can be re m oved  by  th e  pay m en t o f  a !iqu idated  am ount.

"N ew  C ap Ex E xpenditures"  sha!! m ean a!! capita! expen d itu res  (excluding  O ngo ing  C ap Ex E xpenditures) incurred  by  Se!!ers af te r the E ffective D ate w hich  are  com m ercia tty  
re aso n ab te , in d u d in g , w ith o u t !im ita tio n , ten a n t im p ro v em en t ex p e n ses  ( in d u d in g  a!! hard an d  soft co n s tru c tio n  co s ts , w h e th e r p ay a b te  by  th e  S etters  to  th e  c o n tra c to r  o r th e  T e n a n t)  tha t a re  the 
o b tig a tio n s  o f  th e  tan d to rd  u n d e r N ew  L ea ses  o r am e n d m e n ts  en te red  in to  a f te r  the E ffec tiv e  D ate and  d u rin g  the pen d en cy  o f  th is  A g reem en t and a p p ro v ed  by B u y er p u rsu a n t to  th is  
A g reem en t (o r  w h ich  are en te red  into w ith o u t a re q u irem en t to ob tain  approva! by B u y er pu rsu an t to this A g reem en t) , o r re n ew a ts  o r e x p a n sio n  righ ts  p ro p e rty  ex e rc ise d  a f te r  th e  E ffec tiv e  D ate 
o v er w h ich  S e tte rs  have no  d isc re tio n  re g ard in g  term s o f  such  re n ew a ts  o r ex pansions.

"O ngoing  C ap Ex E xpenditure E stim ate" shat! have the m ea n in g  assigned  th ere to  in Section  3 .3(b).

" O pen S c h e d u !c s"  sha!! m ean  a!! sch cd u !es  an d  ex h ib its  th a t a re  sp ec if ica tty  referenced  h ere in  and  no t a ttach ed  to  th is A g reem en t as o f  th e  E ffec tiv e  D ate.
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" P e r m i t ^  5.x.cep,tipns" shat! m ean  ( i)  !iens fo r cu rren t rea! es ta te  taxes w h ich  are  no t y e t due an d  payab te o r  are  d u e  and p ay a b te  bu t n o t y e t d e tin q u e n t, ( ii)  tiens sec u rin g  the 
A ssum ed  L oans, (iii) w ith  resp ect to  at! P ro p ertie s, a!! ex c ep tio n s  to tid e  set forth  in the m arked  com m itm en ts  delivered  by  the B u y er to  the S etters  on o r p rio r  to  th e  D ue D itigence  E xp ira tion  T im e 
w hich  are no t m arked  to be o m itted  o r d e te te d , ( iv )  any  e x c ep tio n s  app ro v ed  by th e  B u y er in ac co rd a n ce  w ith  th is  A g reem en t, (v ) cu sto m ary  u titity  ea sem en ts  g ra n te d  a f te r th e  date  h e re o f  w h ich  
(A ) do no t en c ro ac h  any  b u itd in g s  or o th e r  im p ro v em en ts  tocated  at the ap p tica b te  P ro p erty , (B ) are w ith in  and d o  no t v io ta te  any  se tback  re q u irem en ts  o r  re s tr ic tio n s  and (C ) do  n o t m ateria) 
ad v erse ty  im p act the cu rren t u se  o r  va tue  o f  the ap p tica b te  P roperty , (v i) ap p tica b te  zon in g  an d  b u itd in g  o rd in a n c e s  and tand use re g u ta tio n s , (v ii) an y  e x c tu sio n s  from  co v e rag e  set forth  in the 
ja c k e t o f  the T itte  Po tic ies, (v iii)  any  ex c ep tio n s  cau sed  by the B uyer, its  ag en ts, re p rese n ta tiv e s  o r  em p to y ee s , ( ix )  such o th e r ex c ep tio n s  as the T itte  C o m p a n y  sh a tt c o m m it to  in su re  o ver in a 
m anner sa tis fac to ry  to th e  B u y er in  the B u y e r 's  reaso n ab te  d isc re tio n  and  w ith o u t any  a d d itio n a) cost to th e  B uyer, w h e th er such  in su ran ce  is m ade av a ita b te  in co n s id e ra tio n  o f  p ay m e n t, 
b o n d in g , in d em n ity  o f  S e tte rs  o r  o th e rw ise , and  (x ) th e  r ig h ts  o f  the T en an ts  u n d e r the S p ace  L ea ses , as ten a n ts  o n ty  w ithou t o p tio n s  to p u rc h ase  o r  r ig h ts  o f  firs t re fu sa t w ith  re sp e c t to  a

entity .

" P re-E ffective D ate T en a n t E sto p p e!s"  shat! have th e  m ean ing  ass ig n ed  th e re to  in S ectio n  3 .4 (c ).

" P repaym en t F ees"  sha!! hav e  the m ean ing  se t forth  in S ection  9 .! .
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" R ep re sen ta tio n  U p d a te  R esp o n se  N o tice"  shatt have th e  m ea n in g  ass ig n ed  th e re to  in S ection  3.8(a).

" R equired  E stoopet D isaoprovat P eriod" shat! have the m ea n in g  ass ig n ed  th ere to  in S ec tio n  3.4(d).

" R equ ired  Estoooe! F o rm s"  shat! have the m ea n in g  ass ig n ed  there to  in S ectio n  3 .4 (a ).

"R equ ired  R em gvat E xcep tions"  sha!! m ean (i)  a!! tit!e ex cep tio n s  m arked  to be om itted o r de!eted  on the m arked  tit!e  com m itm en ts  de!ivered  by  B u y e r to Se!!ers in B u y e r 's  D ue 
D iligence O b jec tio n s  w hich  S etters agree to rem o v e pu rsuan t to  a S etter E tec tion  u n d e r Section  7 .2 (c ), and (ii) m ec h an ic 's  !iens o r  n o tices  o f  co m m en c em en t c rea te d  by  th ro u g h  o r u n d e r a S etter.

" R e a ia rc d  R ep re sen ta tio n  U p d a te  R esp o n se  P e rio d "  shatt hav e  th e  m ean ing  ass ig n ed  th ere to  in Section  3 .8 (a ).

"R iverdate ViHaRe Q round L ea se"  sha!! m ean the G round L ease A greem ent, dated  as o f  M ay  !4 .2 0 0 4 , betw een DDR M D T R iverda!e V ittage  !n n e r R ing  L L C  and D D R  C orp.

" R evised  A ttoca ted  P urchase  P rice P ro p o sat"  shatt h av e  th e  m ea n in g  assigned  there to  in Section  2 .7(b).

" S etter A ffitia te  C ontrac ts"  shatt mean any  C o n trac ts  be tw een  S e tter (o r D D R , as agent fo r any  S etter) and any  affitia te  o f  a Setter.

" S etter E tec tion  R esponse  d a te"  shat! hav e  th e  m ean ing  ass ig n ed  th e re to  in S ectio n  7 .2 (c ).

" S etter Escrow  H otdback"  shatt hav e  the m ea n in g  a ss ig n ed  th ere to  in S ection  ! !  .7.

" S etter E ven t o f  D efau tt"  sha!! have the m ea n in g  ass ig n ed  there to  in Section  !3 .2 (a).

" S etter indem nity  B reach"  shatt have the m ea n in g  ass ig n ed  th ere to  in Section  ! ! . ! .

" Se!!er G enera! R epresen ta tions"  sha!! hav e  th e  m ea n in g  ass ig n ed  th e re to  in S ection  3 .! .

" Setter N on-R ecourse P a rtie s" sha!t have th e  m ea n in g  a ss ig n ed  th ere to  in S ection  ! !  .6(g).
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alternative , u n itary , alte rn ativ e  m in im u m , m in im um  franch ise , value ad d e d , ad valo rem , incom e, re ceip ts , cap ita l, excise , sales, u se, leasing , fue l, excess p ro fits , tu rn o v er, o cc u p a tio n , property  
( in c lu d in g  p e rso n a l, real, tan g ib le  and  in ta n g ib le  p roperty  tax e s) , t ran sfe r, re co rd in g  and  s tam p  tax es, lev ies , im posts , d u ties , c h a rg es , fees, a sse ssm e n ts , o r w ith h o ld in g s  o f  a n y  n atu re  
w h a tso e v er, g en era l o r spec ia l, o rd inary  o r e x tra o rd in a ry , and any  tran sa ctio n  p riv ileg es  o r s im ila r taxes) im posed  by or on b e h a lf  o f  a G ov ern m en ta l A u th o rity , to g e th e r w ith  an y  and all 
p en a ltie s , O nes, a d d itio n s  to  tax  and  in te re s t th e re o n , w h e th e r d isp u te d  o r  not.

" T en a n t CA M  C h arg e s"  shall have the m ean ing  ass igned  th e re to  in S ection  10.1(a).

" T en a n t E s to p p e l"  shall m ean  the ten a n t es to p p e ls  d e liv e red  b y  SeH ers p u rsu a n t to S ec tio n  3.4.

" T en a n t N o tic e s"  shall hav e  th e  m ean ing  assigned  there to  in S ection  6 .1 (a )(iii).

"Ts.U Pm ated C o n trac ts"  shall m ean  the C on trac ts the B u y er d esire s  te rm in ate d  as set forth  in Schedu le D a ttach ed  h ere to  an d  any  S e tte r A ffilia te  C o n trac ts  o r D D R  A ffilia te

" Third  Party  L oans"  shal! m ean  th e  loans d esc rib ed  on S chedu le  B a ttac h ed  here to .

"TiHs.Aff!<jaY!t" shall m ean  the ow ners  a ffid av it to  be d e liv e red  by  the S e tte rs  at C losing  in connection  w ith  th e  issu an ce  o f  the T itle  P o lic y , in th e  form  a ttac h ed  h ere to  as
Exhibit M.

" T !F  R ela ted  A ss ig n m en ts" shall have th e  m ean ing  ass ig n ed  there to  in S ectio n  6 .1(e).

"T[t)6 C om pany " Shalt m ean  F id e tity  N a tiona l T itle  !nsu ran ce  C om pany , C h icag o  T itle  Insu ran ce  C om pany , F irs t A m erican  T itle  In su ran ce  C om pany  (a c tin g  th ro u g h  its 
au th o rized  a g e n t N a tio n a l L and T en u re , In c .), and  S tew art T itle  (ac ting  th ro u g h  its agent T itle  A sso c ia te s  !nc .) o r such o th e r titte  com pany  c o -in su re rs  d e s ig n a te d  by  th e  B u y er.

" T ttlc Policy"  shatt m ean  an A L T A  2006 ex tended  coverage  O w n e r 's  P o tic y  o f  T itle  !n su ran ce  w ith  re sp ect to ea ch  P ro p erty , in su ring  as o f  th e  C to sin g  D a te , in an  am o u n t equa l 
to  the A llo ca te d  P u rch a se  P rice  fo r such  P ro p e r ty , tha t th e  B u y er ow n s fee s im p le  w ith  re sp ec t to  the O w ned P ro p ertie s  o r lea se h o ld  w ith  re sp ec t to th e  L eased  P ro p ertie s  tit!e  to  such  P ro p erty , 
sub ject on ly  to  th e  P erm itted  E x ce p tio n s , and  w ith  such endorsem en ts  as m ay reaso n ab ly  be req u ired  by  th e  B u y er, includ ing , w ith o u t lim ita tio n , an A L T A  form  o f  zon in g  en d o rsem en t, if
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co n n e c tio n  w ith  co n stru c tio n  o r  insta!!a tion  o f  eq u ip m en t o r  any  com ponen t o f  the im p ro v em en ts  in c tu d ed  as p a rt o f  the P ro p erty ;

(v )  to  the ex te n t a ss ig n ab ie  w ith o u t co n se n t, at! o th e r in tang ib ies  assoc ia ted  w ith  the P ro p ertie s, in d u d in g , w ith o u t !im ita tion , goodw i!!, at! togos, d e s ig n s , trade 
nam es, b u itd in g  n am es, trad em ark s re ta ted  to the p ro p e rty  and  o th e r genera! in tang ib !es re ta tin g  to  the P ro p erty , an d  a!) te !ephone ex c h an g e n u m b ers  sp ec if ica!!y  d ed ic a ted  and

(v iii)  th e  p tan s  and sp ec if ica tio n s , en g in e erin g  d raw ings and p rin ts  w ith  re sp e c t to  the im p ro v em en ts , a!! o p era tin g  m an u a ts , and  a!! b o o k s, da ta  and  re co rd s  
re g ard in g  the physica! co m p o n e n ts  sy stem s o f  th e  im p ro v em en ts  a t the P ro p ertie s, each  to  the ex ten t in th e  S e tte rs ' p o ssessio n  (o r  re aso n ab ty  o b ta in a b te  b y  th e  S e tte rs ).

Section 2.2 P urchase  P rice .

(a ) T he purchase p rice is O ne B ittion F our H undred T w en ty  E igh t M ittion D ottars ($ ! ,4 2 8 ,0 0 0 ,0 0 0 ), a s  such am oun t m ay be rcduced  fo r the e x d u s io n  o f  any E xctuded  R O FR  
A ssets  p u rsu a n t to S ection  8 .9  b e to w  (th e  " P urchase  P rice").

(b ) T h is A g reem en t is  in tended  to be a sing te u n itary  ag reem e n t and, excep t as o th erw ise  p ro v id ed  in S ection  8.9 o f  th is  A g reem en t, th e  S e tte rs  are  req u ired  to  set! at! o f  the 
P ro p ertie s  to  th e  B u y er p u rsu a n t to  the te rm s  and  p ro v is io n s  o f  th is  A g reem en t, and  the B uyer is req u ired  to  p u rc h ase  a!! o f  th e  P ro p ertie s  from  the Se!!ers p u rsu a n t to  the te rm s  and  p ro v is io n s  
o f  th is A g reem en t.
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tak e  titte  to ea ch  o f  the P ro p ertie s  !isted on Exhibit A (the " A ssu m ed  L oan P ro p e r tie s ") and  e x p ress!y  assu m e th e  o b tig a tio n s  u n d e r  and  w ith  re sp e c t to  th e  T h ird  P arty  L o an s as se t fo rth  on 
Exhibit A . E ach  o f  the T h ird  P arty  L oans tisted  on Exhibit A are hereinafte r, ea ch , ind iv idua tty , an  " A ssu m ed  L o an "  and , co!!ec tive!y , the " A ssu m ed  L o a n s": an d  e a c h  o f  th e  A ssu m e d  L oan  
L en d er P artie s  tisted  on Exhibit A are hereinafte r, each , ind iv idua tty , an " A ssu m ed  L oan L en d er P arty "  and , co ttec tiv e ty , th e  " A ssu m ed  L oan L en d e r P artie s".

(b) T h e  B u y e r is no t assu m in g  the T h ird  P arty  L oans en cu m b erin g  the P ro p ertie s  set forth  on Exhibit B (the  "R epaid  L oan  P ro p ertie s" )  an d , su b je c t  to  th e  B u y e r 's  p ay m e n t 
o f  th e  P rep a y m e n t Fees p u rsu a n t to S ection  9 .! b e tow , th e  app ticab te  S e tte r sh a tt cau se  the tiens o f  th e  T hird  Party L oans e n c u m b erin g  said  P ro p ertie s  (th e  " R en a id  L o an s") to  be re te ase d  a t or, 
at S e tte rs ' e tec tion , prio r to  C tosing .

(c ) !n th e  ev e n t tha t B u y er and  S etters  m u tu atty  ag ree , in th e ir re sp ec tiv e  so te  and  ab so tu te  d isc re tio n , th a t an y  A ssu m ed  L oan L en d e r P arty  w ith  resp ect to  an A ssu m ed  
L oan wit! not p ro v id e  a L oan  A ssu m p tio n  C o n sen t (as defin ed  b e to w ) w ith  re sp ec t to  su ch  A ssu m ed  Loan (a  " Faited L oan  A ssu m p tio n "), th en  the B u y er sha!! h av e  th e  righ t to  te rm in a te  th is  
A g reem en t w ith  re sp ec t to  a!! P ro p ertie s  by  d c tiv e rin g  w ritten  no tice  o f  su ch  te rm ination  to the S e tte r w ith in  ten ( ! 0 )  B usiness D ays a f te r B u y er and SeH ers ag re e  th a t a F aited  L oan  A ssu m p tio n  
has o cc u rre d  (th e  " L oan A ssu m p tio n  E tec tion  P eriod"), upo n  w hich  te rm in a tio n  th e  C ash  D e p o sit shatt be p rom ptty  (bu t in no even t m o re  th an  five  (3 ) B u sin e ss  D ays af te r su ch  term in a tio n ) 
re teased  to  th e  B u y er and th e  G u a ran ty  shatt im m ediatety  term in ate , and n e ith e r the S etters n o r the B uyer no r D D R shat! have any  !iabi!ity  h e re u n d e r w ith  regard  to  th is A g reem en t, excep t fo r the 
o b tig a tio n s  h e reu n d er w h ich  ex p ress!y  su rv iv e  te rm in atio n  o f  th is  A g reem en t; p ro v id ed  tha t the C ash  D eposit shat! no t b e  re teased  to  th e  B u y er and  the G u a ra n ty  sh a tt not be te rm in a te d  (and  
the p rocedures  o f  Section  !4 .3 (b )  sha!! ap p ty ) i f  (i) the S e tter sends an  ob jec tio n  no tice to th e  E scrow  A gent w ith in  five (3 ) B usiness D ays in acco rd a n ce  w ith  S ec tio n  !4 .5 (b ) c!a im in g  in good 
faith tha t su ch  F aited  L oan  A ssum ption  w as cau sed  by the B u y er not c o m p ty in g  in att m ateria ) re sp ects  w ith its ob tig a tio n s  u nder S ec tio n s  4 .2 (a ), (b ), (c ), (d ) and  (f) and  (ii) th ere  e x is ts  no S e tte r 
Event o f  D e fau tt at such  tim e.

(d ) N o tw ith s ta n d in g  S ec tio n  2 .3 (c ) ab o v e , the B u y er shat! h av e  th e  r ig h t, bu t no t the o b tig a tio n , to re p ay , o r  ca u se  th e  re p ay m en t o f, an y  A ssu m ed  L oan w h ich  is su b jec t to 
a Faited L oan  A ssu m p tio n , in w h ich  ev e n t B u y er shatt pay  a!! P rep ay m en t F ees  asso c ia ted  th ere w ith  (h e re in , a " B uver E tec ted  P a v o f f '). ! f  a F ai!ed  L oan  A ssu m p tio n  o ccu rs  a s  d e te rm in e d  by 
S ectio n  2 .3 (c ) ab o v e , then  B u y er sha!! send  a w ritten  notice to  SeH ers (a  " P a y o ff  E!ection N o tice" )  p rio r  to  the !ast day  o f  th e  L oan  A ssu m p tio n  E tec tio n  P erio d  s ta tin g  w h e th e r B u y e r e te c ts  to 
m ake the B u y er E tec ted  Payoff. I f  B uyer etec ts no t to  m ake a B uyer E !ected  P a y o ff  o r B u y er fai!s to d e tiv e r a P ay o ff E!ection N o tice , then  SeH ers sha!! have th e  rig h t to  te rm inate  th is  A g reem en t 
w ith  resp ect to a tt P ro p ertie s  b y  d e tiv e rin g  w ritten  no tice  o f  su ch  te rm ination  to  the B uyer, upon w hich  term ination  the C ash  D ep o sit shat) b e  p ro m p tty  (b u t in no  ev e n t m ore  th a n  fiv e  (3 ) 
B usiness D ays a f te r such term in a tio n ) re te ase d  to  the B uyer and  th e  G u a ran ty  shat) im m edia te ty  term in ate , and neither the SeHers n o r  the B u y er sha!! have any  !iab i!ity  he reu n d er w ith  regard  to 
th is  A g reem en t, excep t fo r th e  o b tig a tio n s  h e reu n d er w hich  ex p ressty  su rv iv e  te rm in a tio n  o f  th is  A g reem en t; p rov ided  th a t the C ash  D e p o s it shatt no t b e  re te a se d  to  th e  B u y er (a n d  the 
p ro c ed u re s  o f  S ectio n  !4 .3 (b ))  and  th e  G u a ran ty  shat! no t be term inated  i f  (i)  th e  S etter sen d s an  ob jec tio n  no tice  to the E scrow  A g e n t w ith in  fiv e  (5 ) B u sin e ss  D ays in ac co rd a n ce  w ith  S ection  
)4 .5 (b ) c ta im in g  in good faith  th a t such F ai!ed  L oan  A ssum ption  w as cau sed  by  the B uyer no t com p!y ing  in a!! m ateria! re sp ects  w ith  its o b tig a tio n s  u n d e r S ec tio n s  4 .2 (a ), (b ) , (c ), (d ) and  (f) and
(ii) there ex ists no S etter E ven t o f  D efautt at such tim e.
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(a) T he B u y er shatt d ep o s it w ith  the E scrow  A gen t (as here in afte r de fined ), by w ire tran sfer received  by the E scrow  A gen t on o r before Jan u a ry  ! 3 ,2 0 !  2 , im m ediatety  
av a ita b te  federa t funds in an  am oun t equa) to  T w e n ty -F iv e  M ittion D ottars (325 ,000 ,000) (such am ount, the " C ash  D e p o sit"!. A s u se d  in th is  A g re e m e n t, " E sc ro w  A p e n t"  sha)) m ean F idetity  
N ationa! T itte  !nsurance C om pany, having  an o ffice at ! Park A venue, Suite  !402 , N ew  Y ork, N Y  !00  !6; A ttn: K enneth  C. C ohen; Phone: (2 !2 ) 845-3 !35; Fax: (646) 742-0733; Emait:

(b) B tackstone Reat Estate P artners V I! L .P ., a D etaw are tim ited partnersh ip  ( " D ep o sit G u a ran to r" )  has execu ted  s im u ttan e o u sty  w ith  th e  B u y e r 's  ex e cu tio n  and  d e tiv e ry  o f  
th is  A g reem en t an irre v o ca b te  g u aran ty  in fa v o r o f  the S e tte rs  (the  " G u aran ty ") fo r the fun d in g  o f  an am oun t equa t to  the L iq u id ated  D am ag es A m o u n t. A t any  tim e  th a t S e tte rs  are e n titted  to 
re ce iv e  th e  C ash  D e p o sit p u rsu a n t to th e  te rm s  o f  th is  A g re e m e n t, D e p o sit G u a ran to r shatt be req u ired  p u rsu a n t to  the G u a ran ty  to  fund and  d ep o s it th e  L iq u a te d  D a m a g es  A m o u n t w ith  the 
E scrow  A g e n t in im m e d ia te ty  av a ita b te  funds, w ith  such  fu n d s bec o m in g  a p a rt o f  the C ash  D ep o sit and  h etd  in esc row  and  d isb u rsed  in a c co rd a n ce  w ith  th e  te rm s  o f  th is  A g reem en t.

Section 2.5 In.tSIS$t B sa rin  g. T h e  C ash  D e p o s it shatt be he)d in an in te re st-b ea rin g  esc row  a c co u n t by the E scrow  A g e n t in a c co rd a n ce  w ith  S ection  !4 .5  b e to w . A)t
in te re s t e a rn ed  on the C ash  D e p o sit shat! be c red ited  and  d e tiv e red  to th e  p a rty  re ce iv in g  th e  C ash  D e p o s it, p ro v id ed , h o w e v er, th a t i f  th e  tran sa c tio n  d o s e s ,  at C to s in g  an y  in terest ea rn ed  on 
the C ash  D e p o s it shat! be c red ited  to  th e  B u y er by ap p !y in g  th e  sam e ag a in st the P urchase P rice.

Section 2.6 !nd$P?pd?nt.C an.E ideratipn , O ne H undred DoHars (S! 00 .00) (the " In d e p en d en t C o n s id e ra tio n " )  o u t o f  th e  C ash  D e p o s it is  th e  am o u n t th e  p a rtie s
b arg a in ed  fo r and ag reed  to as  co n s id e ra tio n  fo r th e  S e tte rs ' g ra n t to  the B uyer o f  the B u y e r 's  r ig h t to  p u rc h ase  th e  P ro p ertie s  p u rsu a n t to  th e  term s h e re o f  an d  fo r th e  S e tte rs ' execu tion , d e tiv ery  
and  p e rfo rm an c e  o f  th is A g reem en t. T h e  !n d e p en d en t C o n s id e ra tio n  is in add ition  to  and  in d ep e n d en t o f  any  o th e r c o n sid e ra tio n  o r  p ay m e n t p ro v id ed  in th is  A g re e m e n t, is no t re fu n d ab te

Section 2.7 A tto ca te d  P urchase  P ric e .

(a) T h e  SeH ers and th e  B u y er hereb y  ag ree  th a t sub ject to  S ectio n  2 .7 (b ) , th e  P urchase  P rice  sha)) be a tto ca ted  am o n g  th e  O w n e d  P ro p ertie s  and  the L ea sed  P ro p ertie s  a s  set 
forth on S chedu te  2 .7 (a ) (th e  " E ffective D ate A H ocated P urchase  P rice") in acco rd a n ce  w ith  th e  ru)es u n d e r S ec tio n  ! 060 o f  th e  C o d e and T re asu ry  R eg u )a tio n s  p ro m u tg a ted  th e re u n d er an d  a)so 
fo r the p u rp o se s  s e t forth  in S ection  8 .9  hereo f. T h e  S e tte rs  and  the B u y er ag ree  to act in acco rd a n ce  w ith  the c o m p u ta tio n s  and  a tto c a tio n s  as d e te rm in e d  p u rsu a n t to  th is  S ectio n  2 .7  in any  
re te v an t tax  re tu rn s  or f itin g s , inc tud ing  an y  fo rm s o r re p o rts  req u ired  to  be fited  pu rsu an t to  Section  !0 6 0  o f  the C ode, th e  T re asu ry  R eg u ta tio n s  p ro m u tg a ted  th e re u n d er o r any  p ro v is io n s  o f  
A pp ticab te  L aw , and  to  co o p e ra te  in th e  p rep ara tio n  o f  any  such  form s an d  to  fite such  fo rm s in the m an n e r req u ired  by A pp ticab te  L aw . T he S e tte rs  and  th e  B u y er a c k n o w ted g e  and  ag ree  tha t 
no po rtion  o f  th e  P urchase P rice  is a tto ca b te  to  th e  P ersona t P roperty .
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(b ) O n o r p rio r to Jan u ary  20, 2 0 ! 2 , S etters sha!! have the righ t to  d e tiver to  B uyer a rev ised  a!!ocation o f  th e  P urchase P rice ( " R evised A H ocated  P u rch a se  Ppce P ro n n sa t") in 
w h ich  e v e n t B u y er sha!! have th e  righ t, p rio r to  th e  D ue D itig en ce  E x p ira tio n  T im e to e ither (X ) accep t th e  R ev ised  A H ocated  P urchase  P rice  P roposa!, and u p o n  su ch  ac c e p ta n c e , th e  P u rch a se  
P rice  sha!! be aH ocated  a m o n g  the O w ned  P ro p ertie s  and the L eased  P ro p ertie s  as s e t forth  on the R ev ised  A H ocated P u rch a se  P rice  P roposa! and sha!! be d ee m ed  to  be th e  "A H o c ated  P u rch a se  
P rice"  fo r a!! p u rp o se s  h e reu n d er or (Y ) n o tify  S e tte r tha t it re je c ts  the R ev ised  A H ocated P urchase  P rice  P roposa! and e te c ts  to te rm inate  th is  A g reem en t, in w h ich  ev e n t th e  C ash  D e p o s it sh a tt be 
re tu rn ed  to  th e  B u y er, th e  G u a ran ty  shatt te rm in a te  and  th e  p a rtie s  h ere to  shatt hav e  no fu rth e r o b tig a tio n s  u n d e r th is A g reem en t, ex cep t fo r the ob tig a tio n s  o f  th is  A g re e m e n t th a t e x p re ss ty  
su rv iv e  th e  te rm in a tio n  h ereo f, !n  the ev e n t tha t B u y er d o es  n o t d e tiv e r a w ritten  no tice to  S e tte r e tec tin g  to  p roceed  u n d er su b sec tio n  (X ) o r sub sec tio n  (Y ) p u rsu a n t to  th e  im m e d ia te ty  
p re ced in g  sen ten c e  on o r  b e fo re  the D ue D itig en ce  E x p ira tio n  T im e , then  B u y er shatt be deem ed  to have e te c ted  to  p ro c eed  p u rsu a n t to  su b sec tio n  (X ) o f  the im m e d ia te ty  p re ced in g  s e n te n c e  and 
B u y er shatt hav e  no fu rth e r righ t to  te rm inate  th is A g reem en t u n d er th is S ection  2 .7 (b ). !n the even t that S e tte rs  do  no t d e tiv e r a R ev ised  A H ocated P urchase P rice  P ro p o sa! p rio r to  Ja n u a ry  20,
2 0 !2 ,  then  the E ffec tive  D ate A H ocated P urchase P rice shatt be deem ed  to  be the "A H ocated  P urchase  P rice"  fo r att p u rp o se s  hereu n d er.

Section 2.8 D a te  and  M an n e r o f  C to s in g . S u b je c t to  the satisfac tion  o r w a iv e r o f  the c to sin g  co n d itio n s  in A rtic te  V , the c to sin g  co n te m p ta te d  by  th is  A g re e m e n t
( th e  "C!.QSing") shatt o cc u r a t 2 :00  P .M . (E aste rn  T im e) on Ju n e  2 8 ,2 0 !2  o r such  ea rtie r date as ag reed  to by  B uyer and SeH ers (the  "C tosing  D a te" )  a t the o ff ic e s  o f  th e  E sc ro w  A g e n t o r th ro u g h

Section 2.9 F !R PT A . T he B u y e r sha!! be en tit!ed  to d ed u c t an d  w ithho!d  from  an y  p ay m e n ts  m ad e  p u rsu a n t to  th is A g reem en t su ch  a m o u n ts  th a t  a re  re q u ire d  to  be
d educ ted  o r  w ith h e!d , i f  an y , from  the P urchase  P rice u nder any  prov ision  o f  A pp!icab!e Law  as a re su tt o f  any  S e tte r 's  fa iture to  d e tiv e r th e  a ffid av it requ ired  p u rsu a n t to  S ec tio n  6 .2 (d )(v ) . T o  the 
ex te n t a m o u n ts  are  so  w ith h etd  and p roperty  p aid  o v e r  to  th e  ap p tica b te  G o v e m m e n ta t A u th o rity  pu rsu an t to  th is  Section  2 .9 , the w ithhetd  am o u n ts  shat) be trea ted  fo r  att p u rp o se s  o f  th is
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ARTICLE I!!

REPRESEN TA TIO N S. W A RRA N TIES AN D  CO VENA NTS OF THE SELLERS AN D  DOR

Section 3 ! G enera! S e tter R ep resen ta tio n s  and  W a rra n tie s . S ub jec t to  Section  3.8 and  S ection  5 .3(e), each  S e tte r, for i tse tf  so te ty  as  it re ta tes to  such  S e tte r, hereby
re p rese n ts  and  w a rra n ts  to the B u y er as o f  the date  h e re o f  and  as  o f  the C to s in g  D ate as fo tto w s (sa id  re p rese n ta tio n s  and  w a rra n tie s , the " S e tter G enerat R ep re sen ta tio n s '"):

(a) Form ation: E x istence, !t is a !im ited partne rsh ip , genera! partne rsh ip , !im ited !iab itity  com pany o r co rp o ra tio n , as s e t forth  on Schedute 3. ! f a ) , and is du ty  fo rm e d , va tid ty  
ex is tin g  an d  in good s tan d in g  ( i f  ap p tica b te ) u n d er th e  taw s o f  the ju r isd ic tio n  se t forth  on Schedu te 3 . ]fa ).

(b) P.O.wer an<j A u th o rity . It has att re q u is ite  p o w e r and  au th o rity  to e n te r  in to  th is  A g reem en t, to  perfo rm  its o b tig a tio n s  h e reu n d er and  to co n su m m ate  the tran sa c tio n s  
co n te m p ta te d  h ereb y . T h e  ex e cu tio n , d e tiv e ry  and  p e rfo rm an c e  o f  th is  A g reem en t and  th e  co n su m m atio n  o f  the tran sa c tio n s  p ro v id ed  fo r in th is  ^g re em en t^ b y  su c h  S e tte r h av e  b ee n  duty

(d) N o  C o n flic ts . E xcep t as set fo rth  on  Schedu te 3. !(d ). su ch  S e tte r 's  ex ecu tio n , de tivery  and  co m p tian c e  w ith , and  p e rfo rm an c e  o f  th e  te rm s  a n d  p ro v is io n s  o f , th is  
A g reem en t, an d  th e  sa te  o f  su ch  S e tte r 's  A ssets  a s  co n te m p ta te d  hereu n d er, w i!! no t (i)  co n flic t w ith  o r  resu!t in any  v io !a tion  o f  its o rgan iza tiona! d o cu m e n ts , ( ii)  co n flic t w ith , o r  re su tt  in an y  
v io ta tio n  o f  an y  p ro v is io n  o f  o r  an y  ac ce te ra tio n  o f  an y  rig h t u n d er , any  b o n d , n o te  o r o th e r in s tru m en t o f  in d eb ted n e ss , c o n tra c t, in d en tu re , m o rtg ag e , d ee d  o f  tru s t , loan  a g re e m e n t, !ease o r 
o th e r ag reem en t o r  in strum en t to  w h ich  such  Se!!er is a p a rty  in its ind iv idua! ca p ac ity , (iii)  v io la te  an y  A pp!icab!e L aw  ap p tica b te  to  su ch  S e tte r as  o f  the d a te  o f  th is  A g reem en t, o r  (iv ) re su tt in 
th e  c rea tio n  o r  im p o sitio n  o f  any  !ien o r en c u m b ran c e  on su ch  S e tte r 's  A sse ts  o r  a n y  p o rtio n  th e re o f.

(e) F o re ig n  P erso n . S u ch  S e tter is  no t a  "fo re ig n  p e rso n "  as  d e fin e d  in  In terna! R ev en u e C o d e S ection  !4 4 5  and  th e  re g u la tio n s  issued  th e re u n d er.

(f) O F A C  C om ptiance. Such Sc!!er is  cu rren tly  in com p!iance w ith  and  sha!! at a!! tim es du ring  th e  term  o f  th is  A g reem en t rem ain  in co m p !ia n ce  w ith  th e  re g u ta tio n s  o f  th e  
O ffice  o f  Fo re ig n  A sse ts  C on tro t ( " O FA C " )  o f  th e  D e p artm en t o f  the T re asu ry  (in c tu d in g  th o se  nam ed  on  O F A C 's  S p ec ia tty  D e s ig n a te d  an d  B lo c k ed  P erso n s  L is t)  and  an y  s ta tu te , ex e cu tiv e  
o rd e r ( in c tu d in g  the S ep tem b er 2 4 ,2 0 0 ! ,  E x ecu tiv e  O rd er B !ocking  P roperty  an d  P roh ib iting  T ransactions w ith  P ersons W ho  C o m m it, T h re aten  to  C om m it, o r  S u p p o rt T erro rism ), o r  o th e r ac tion  
by  a G o v e m m e n ta t A u th o rity  re ta tin g  there to .
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(g) B an k ru p tc y . N o inso tv en cy  p ro c eed in g  o f  any  ch a ra c te r (in d u d in g  ban k ru p tcy , re ce iv e rsh ip , re o rg an iz a tio n , com p o sitio n  or a rran g e m en t w ith  cred ito rs  ( in d u d in g  any  
a ss ig n m en t fo r the b en e fit o f  c red ito rs ), v o tu n ta ry  o r invo !u n tary , re ta tin g  to such S etter is  p end ing .

Section 3.2 ReD1 esM tatio n s_ an d  W a rra n tie s  o f  ea ch  S e tter as to its A sse ts . S u b je c t to  Section  3.8 and Section  3 .3 (e ), each S e tte r, fo r itse tf so te ty  as  it re ta tes  to such
S etter 's  A sse ts , h e reb y  re p re se n ts  and w a rra n ts  to th e  B u y er as o f  the d a te  h e re o f  and as o f  th e  C to sin g  D a te  as fo tto w s (sa id  re p re se n ta tio n s  and  w a rra n tie s , th e  " S etter P roperty  
Representations"):

(a) M ateria t C o n trac ts . A!! M ateria! C o n trac ts  to  w h ich  such Se!!er is a party  and affec ting  su ch  S e tte r 's  A sse ts  (i) en te red  in to , am e n d ed  o r  su p p tem en ted  on  o r a f te r  th e  
S etters ' R epresen ta tion  D a te , o r (ii)  to  the S e tte rs ' K n o w te d g e , en te red  in to , am ended  o r su p p tem en ted  p rio r to th e  S e tte rs ' R ep re sen ta tio n  D a te , are set fo rth  on Schedute 3 .2(a) a tta c h e d  h e re to  
an d  th e  sam e  h av e  no t been  a m e n d ed , su p p tem en ted  or o th e rw ise  m o d ified , ex c ep t as show n  in su ch  Schedute 3 .2(a). N o S e tter has , since the S e tte r 's  R ep re sen ta tio n  D a te , g iv en  o r re c e iv e d  any  
w ritten  n o tice  o f  any  m ateria t b reach  or m ateria t defau tt u nder any M ateria! C o n trac t w hich  has no t been  cu red  an d , to S e tte r 's  K n o w te d g e , each  M ateriat C o n trac t is  in fu!! fo rce  and  effec t a s  o f  
the d a te  hereo f.

(b) O p tio n s . E xcept fo r th e  S p ace  L ease O p tions and  th e  D D R  O ptions, no S e!!er nor any affi!iate  o f  an y  S e!!er h as  g ra n te d  any  o p tio n s, righ ts o f  first re fusa! o r r ig h ts  o f  first 
o ffe r o r s im ita r r ig h ts  w ith  resp ect to the P roperty  on o r a f te r  the S e tte rs ' R ep resen ta tio n  D ate o r, to  the S e!!ers ' K now tedge, p rio r to  th e  SeH ers ' R ep re sen ta tio n  D a te , in each  ca se  th a t g ra n ts  to  a

no t a party  to  an y  ac tio n  o r  p ro c eed in g  to  ab a te  o r re d u ce  any  rea t p ro p e rty  T ax e s n o r is aw are  o f  any  cu rren t p ro c eed in g  by  an y  G o v e m m e n ta t A u th o rity  fo r en fo rce m en t or co tte c tio n  o f  su ch  
T ax e s, (ii) has n o t g ran ted  any  w ritten  w a iv e r o f  any  sta tu te  o f  !im itation w ith  re sp ec t to or any  ex ten sio n  o f  a period  for, th e  asse ssm e n t o f  any  T ax e s and  (iii)  has no t re ce iv e d  any  w ritten  n o tice  
o f  a spec ia t T ax  o r asse ssm e n t to  be tev ied  ag a in st the P ro p erty  a f te r the d a te  hereo f.
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(f) Eny!rQnrn?Bta) M atters. Such S e tte r has not, since the S e tte r 's  R epresen ta tion  D a te , received  any  w ritten  n o tice  from  any  G o vernm en ta) A u th o rity  o r  o th e r P e rso n  o f  any 
m ateriat E nvironm cnta t C ta im s, E nvironm enta t L iab itities or v io tations o f  any  E nvironm enta t L aw s w ith  respect to such S e tte r 's  P ro p erty .

(g) EmptQxsg.s. T here are no em ptoym en t, co ttec tive b argain ing  or s im ita r ag reem en ts o r arrangem ents betw een such S e tte r o r any  o f  its a ffitia te s  (e x ctu d in g  D D R  and any  
D D R -R eta ted  E n titie s) an d  any  o f  th e  E m p to y ees  w hich  w itt be b ind ing  upon the B u y er af te r the C tosing .

(h) T h ird  P arty L e a n s . S f h sdtde 3 ,2( h H  co n ta in s  a true  and  com ptete  tist o f  att o f  the T h ird  Party L o an s o f  such  S etter. Schedu te 3 .2(hV 2 c o n ta in s  a tru e  and  co m p te te  tist o f  
at! m ateria t A ssu m ed  L oan D o c u m e n ts  o f  such  Se!!er (o r any  g u aran to r, in d em n ito r o r secu rity  p ro v id e r) and  such  A ssum ed  L oan  D o c u m e n ts  have no t b een  am e n d ed , su p p tem en ted  o r  o th e rw ise  
m o d ified  e x c e p t as show n on su ch  Schedu te 3 .2fh)-2 . T o S e tte rs ' K n o w te d g e , (i)  the o u ts ta n d in g  p rin c ip a t am o u n t o f  such A ssu m ed  L o an s an d  the am o u n t o f  an y  ca sh  re se rv e s  o r  e sc ro w  
ac co u n ts  h e td  by  th e  A ssu m ed  L oan L e n d e r P a rtie s  in co n n e c tio n  w ith  su ch  A ssu m ed  L o an s  is se t fo rth  on S chedute 3 .2(h)-3 as o f  th e  d a te  s e t fo rth  in sa id  Schedu te 3 .2 (h t- l  and (ii) S e tter has 
not, since th e  S e tte r 's  R epresen ta tion  D a te , re ce iv e d  a w ritten  n o tice  o f  an y  m ateria t defau tt, a!!eged m ateria! defau tt o r ac ce te ra tio n  u n d e r th e  A ssu m ed  L oan  D o cu m en ts.

(i) C rpnnd,I,.??5$5- E x ce p t as d isc to sed  on S ch ed u te  A - t .  (i) no G round L ease has been  am ended , m o d ified  o r su p p tem en ted , (ii)  su ch  G ro u n d  L ea se  c o n ta in s  th e  en tire  
ag reem en t be tw een  the G ro u n d  L esso r and  G round  L esse e , (iii)  n e ith e r th e  G round  L essee n o r G round  L esso r h as , since the S e tte r 's  R ep re sen ta tio n  D a te , d e tiv e red  a w ritten  n o tice  o f  d efau tt 
under the G ro u n d  L ease to  the o th e r th a t h as  no t been  cu red , ( iv )  such  G round L ease is in fu!! fo rce  an d  e f fe c t in acco rd an ce  w ith  its  te rm s  an d  (v ) n e ith e r  th e  G ro u n d  L esse e , n o r  to  such  S e tte rs ' 
K now tedge the G round L esso r , is in d e fau tt in the perfo rm an c e  o f  its  m ateria t o b tig a tio n s  u n d er such  G round  L ease.

(j) €.Q.!P.P.tian?? w ith Law . N o  S e tter h as  received  any w ritten  notice o f  a m ateria t v io ta tio n  o f  any  A p p ticab te  L aw s w ith  re sp e c t to the P ro p ertie s  w h ich  h as  n o t been  cu red  o r
d ism issed .

w ritten  n o tice  o f  m ateria t d e fau tt to  a T en a n t, u n d er each  S p ace  L ease, in each  ca se , w hich  defau tt rem ains uncured .

(!) R EA s. T he S etters  h av e  no t received  any  w ritten  n o tice  atteg in g  any  m ateria t defau lts  by  such S e tter u n d er an y  R E A s w hich  rem ain  u ncured .

Section 3.3 C ov en an ts  o f  E ach  o f  the S e tters P rior to  C to sin g . From  the date  h e re o f  unti! C to sin g , each  o f  the S etters  shatt:

(a) !n su ra n c e . K eep such S e tte r 's  A sse ts  in su red  a g a in st Ore and  o th e r h az ard s  co v e red  by  the in su ran c e  p o tic ie s  m ain ta in ed  b y  su ch  S e tte r  on  th e  d a te  o f  th is  A g re e m e n t o r 
s im ita r re p ta ce m e n ts  app ro v ed  by B uyer, w h ich  approva! shatt not b e  u n re aso n ab ty  w ith h e td , c o n d itio n ed  o r co nd itioned , ! f  th e  B u y er d o es  no t re je c t o r  ap p ro v e  su ch  re p ta ce m e n t in su ran c e  
w ithin five  (5) B usiness D ays af te r rece ip t o f  S e!!ers ' re q u es t fo r such ap p ro v a!, then  th e  B u y er sha!! b e  deem ed  to  have ap p ro v ed  su ch  rep !ac em en t in su ran c e .
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C ap Ex E xpenditures") and  ex p e n d  the sum s w ith re sp ec t th e re to  in th e  am o u n ts  w h ich  are es tim ated  fo r such O n go ing  C ap Ex E x p en d itu re s  th rough  the m o n th  in  w h ich  th e  C to s in g  D a te  o cc u rs , 
a s  s e t fo rth  on Scheduie 3 .3 (b ) (th e  " O ngoing C ap Ex E xpenditure E stim ate" )  and  ( ii)  any n ec essary  m ain ten an ce  o f  th e  P ro p erty  c o n te m p ta te d  by th e  2 0 12 b u d g e t fo r  th e  P ro p ertie s  w ith  re sp ec t 
to  th e  m atters  tisted  on Schedute 3 .3(bV ii) o r  w h ich  are re aso n ab ty  req u ired  in th e  o rd inary  course  o f  bu sin ess , !n the event S e tte rs  fa it to  spend  the O n go ing  C ap ita! Ex E x p en d itu res
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(f) P erfo rm an ce U nder S pace  L eases. G ro u n d  L eases  R E A s and  A ssum ed L oan D o c u m e n ts . P erform , or u se co m m ercia tty  reasonab te e ffo rts  to  cause S e tte r 's  a g e n ts  to  
perform  (i)  att ob tig a tio n s  o f  tand to rd  or tesso r u n d er the S p a c e  L eases  o f  su ch  S e tte r 's  P roperty , (ii)  at! ob tiga tions o f  such S e tte r as G round  L essee u n d er th e  G ro u n d  L eases , (iii)  att o b tig a tio n s  o f  
the such  SeU er as  b o rro w er u n d e r the A ssu m ed  L oan D o c u m e n ts  o f  such  S e!!e r 's  T hird  P arty  L oan  an d  (iv ) att ob tig a tio n s  o f  such  S etter u n d er th e  R E A s to  w h ich  such  S e tte r  o r  su ch  S e tte r 's
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(g) Assum ed  Loans.
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(d ) In th e  ev e n t B uyer e!ects to  p u rsu e  a L oan  A ssu m p tio n  o f  the ex is tin g  T h ird  P arty  L oan  re!ated to  th e  P ro p erty  kn o w n  as "R iv e rch a se  P ro m e n a d e "  (the  "R iv e rc h ase  
Prom enade L o an ") by the ap p lica b le  A ssum ed  L oan  P ro p erty  P u rch a ser, S e tte r  shatt and shatt au th o riz e  and d irec t D D R to u se  co m m erc ia tty  re aso n ab te  e ffo rts  to  co o p e ra te  w ith  B u y er in

R iverchase  P ro m en ad e L oan .

(e) T he S e tte rs ' o b tig a tio n s  to  " re a so n a b ty  co o p e ra te  w ith  th e  B u y er" , "u se  re a so n a b te  e f fo rts "  o r o th e r tike  u n d erta k in g s in th is  Section  3 .6  sh a tt no t req u ire  th e  S e tte rs  to  
in c u r any  o u t-o f-p o ck e t co st, e x p e n se  o r tiab itity  and  if  th e  B u y e r fa its  to o b ta in  financ ing  o r any  o f  the o th e r  ac tions , co n se n ts  o r  o th e r re su lts  re fe ren ce d  in th is  Section  3.6 fo r an y  re a s o n , su ch  
fa ilu re  sh a tl hav e  no  effec t on th e  r ig h ts , o b tig a tio n s  and tiab ititie s  o f  S etters  and  th e  B u y er u n d er th is  A g reem en t o r  be co n sid e red  to  be a d e fau tt by  th e  SeH ers u n d e r  th is A g reem en t so  to n g  as 
SeH ers hav e  sa tisfied  the fo reg o in g  co o p e ra tio n  o b lig a tio n s  in all m ateria t re sp ects . T he fo rego ing  co o p era tio n  by the S etters  shalt b e  a t the B u y e r 's  so te  co s t an d  e x p e n se , and  th e  B u y e r sh a ll 
p rom ptly  re im b u rse  the SeH ers fo r any re aso n ab le  o u t-o f-p o ck et, th ird -party  co sts  incu rred  in perfo rm in g  th e ir ob lig a tio n s  u n d er th is S ectio n  3 .6  w ith in  five  ($ ) B u s in e ss  D ays af te r SeH ers no tify  
B uyer o f  such  costs  in w riting . B u y e r 's  o b tig a tio n  to  pay  su ch  co s ts  sh a tl su rv iv e  th e  te rm in a tio n  o f  th is  A g reem en t, !n  n o  ev e n t shat! any  d a m a g e  or d e s tru c tio n  c a u se d  to  an y  P ro p e r ty  b y  the 
B uyer, its  re p re se n ta tiv e s , any  p o ten tia l len d e r o r an y  ag e n t o f  any  such  p o ten tia l lender in th e  ex e rc ise  o f  the righ ts  g ra n te d  p u rsu a n t to  th is  S ec tio n  3 .6  g ive rise  to  an y  r ig h ts  o r re m e d ies  o f  the 
B uyer hereu n d er, and  the B u y er shalt p ro m p tty  re im b u rse  th e  S e tte rs  for any  re aso n ab le  o u t-o f-p o ck et, th ird -p a rty  co sts  in cu rred  by  th e  S eH ers in o rd e r to  r e p a ir  an y  su ch  dam a g e  o r  d e s tru c tio n .

Section 3.7 R ep re se n ta tio n s  an d  W a rra n tie s  o f  D D R  as to  th e  A s s e ts . Sub ject to S ectio n  3.8 and S ection  5 .3 (e ), D D R  hereby  re p re se n ts  and  w a rra n ts  to  th e  B uyer
as o f  the date  h e r e o f  and as o f  th e  C lo s in g  D a te  as fo lto w s (sa id  re p rese n ta tio n s  an d  w a rra n tie s, th e  " D D R R ep resen ta tio n s"):

(a) M ateriat C o n trac ts . T o D D R 's  K n o w te d g e , all M ateriat C o n trac ts  to  w h ich  D D R  o r  its a ffilia te s  is  a p a rty  and  a f fe c tin g  the A ssets  are  se t fo rth  on Schedute 3 7(a) 
a ttach ed  h e re to  an d  the sam e h av e no t been  am e n d ed , su p p tem en ted  o r o th e rw ise  m o d ified , ex c ep t as show n  in such  Schedule 3 .7 (a ). To D D R 's  K n o w te d g e , su ch  M ateria! C o n trac ts  c o n ta in  the 
en tire  ag reem e n t b e tw een  D D R o r its a ffilia te s  and  th e  c o n tra c t ven d o rs  and lesso rs  nam ed th ere in . T o  D D R 's  K now ledge, each  M ateria! C o n trac t is in full force an d  e ffec t. D D R  h as n o t, on 
b e h a tf  o f  such S e lle r, g iven  o r re ceiv e d  any  w ritten  no tice o f  an y  breach  o r d e fau lt un d er any  M ateria l C o n trac t w h ich  has no t been  cu red . T o  D D R 's  K n o w le d g e , n o  p a rty  is in d e fau lt o f  an y  o f  
its ob lig a tio n s  u n d er such  M ateria l C o n trac ts . T o  D D R 's  K n o w le d g e , D D R  has deliv ered  o r m ade av a ila b le  to  the B u y er true  and  co m p lete  co p ie s  o f  all o f  such  M ateria! C on trac ts.

requirements which may be a condition to the assignment o f  such warranties.
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(b) Sp,3ce  L?9S?$- T ru e  and  co m p te te  co p ie s  o f  aH S p ace  L eases , as tisted  on  Schedute 3 .7 tb l-7 . fo r a!) or any  po rtion  o f  each S e tte r 's  P ro p erly  hav e  been d e tiv e re d  o r m ade 
av a ita b te  to the B uyer. S uch  S p ace  L eases (i)  c o n s titu te  att o f  the teases as o f  th e  date  o f  th is  A g reem en t re ta ting  to th e  P ro p ertie s  u n d er w h ich  the re te v an t S e tte r  is th e  h o td e r o f  th e  tan d to rd 's  
in te re st, (ii) such  S pace  L ea ses  hav e  not been  a m e n d ed , su p p tem en ted  o r o th e rw ise  m o d ified  ex c ep t such am e n d m e n ts, su p p tem en ts  an d  m o d ifica tio n  as  hav e  b ee n  p ro v id ed  to  th e  B u y er, and
(iii)  con ta in  the en tire  ag reem e n t b e tw een  the re te v an t tand to rd  and the T en an ts  nam ed  there in  (o r  th e ir su cc esso rs  in in terest). T o  D D R 's  K n o w te d g e , e x c e p t a s  se t fo rth  in S chedu te  1 7 (h l-t 
F ixed R en t and A dd itiona) R ent are  cu rren tty  b e in g  co ttec ted  u n d er such S p ace  L eases  w ithou t o ffse t, co u n te rc ta im  o r deduc tion . T o  D D R 's  K n o w te d g e . e x c e p t a s  se t forth  on S ch ed u te  3 .7fb l-2  
att tenan t im p ro v em en ts  and o th e r co n stru c tio n  w o rk  to be p erfo rm ed  by each  S e tte r u n d er the S p ace  L eases  have been  co m pteted . T o D D R 's  K n o w te d g e . e x c e p t as set fo rth  on  S chedu te  3 7fhl-! 
i ,  th ere  are  no o u ts ta n d in g  ten a n t in d u ce m e n t co s ts  w ith  re sp e c t  to th e  S p ace  L eases  o f  su ch  S eH e r's  A ssets  o r an y  renew a) th e re o f  w h ich  hav e  no t been  p a id  in fut) by  th e  S e tte rs . N o  p arty  has 
any  p u rc h ase  o p tio n , righ t o f  firs t re fu sa t, righ t o f  firs t o ffe r o r s im ita r righ t u n d e r  the S pace  L eases, in each  case th a t g ran ts to  a th ird -p a rty  the righ t to p u rc h a se  att o r  a p o rtion  o f  th e  P ro p ertie s  
u n d er the S p ace  L eases (c o )tec tiv e ty , "S.p9c? L sa$? O p tio n s"), ex c ep t as se t fo rth  in Schedu te 3 .7fb)-4 w ith  re sp ec t to S p ace  L ease O p tio n s  re ta tin g  to  the p u rc h a se  o f  at) o r a p o rtio n  o f  the 
P ropertie s. E xcep t as set forth  on Schedute 3<7fb)־$. D D R has received  no w ritten  notice o f  a d efau tt by any SeHer, as )and)ord, n o r has D D R p ro v id ed  w ritten  n o tice  o f  d e fau tt to  a T en a n t, u n d er 
each Space L ease . E xcept a s  set fo rth  on  3 .7(b)-6 , to D D R 's  K now tedge th ere  e x is ts  no  m ateria t d efau tt (d isreg ard in g  any  n o tifica tion  re q u irem en t w ith  re sp ec t to such  m ateria ) d efau tt) 
by a S etter, as tand to rd  u nder th e  re tev an t S pace  L ease , o r, to  D D R 's  K n o w te d g e , the T en a n t, u n d er ea ch  ap p tica b te  S pace  L ease.

(c) O p tio n $ . T o DDR s K n o w ted g e, ex c ep t fo r the S pace L ea se  O p tions and  th e  D D R  O ptions, no  SeH er no r any  a ffitia te  o f  any  SeH er h as  g ra n te d  any  o p tio n s , r ig h ts  o f  first 
refusa) o r  righ ts  o f  first o ffe r o r  s im ita r r ig h ts  w ith  re sp ec t to  the P roperty , in each  ca se  tha t g ra n ts  to  a th ird -party  th e  r ig h t to p u rc h ase  att o r  a p o rtion  o f  th e  P ro p ertie s.

(d) B rokerage C om m issions- T o D D R 's K now tedge, th e re  are  no b ro k e rag e  co m m iss io n s , ten a n t inducem en t co s ts  or fin d e r s ' fees p ay a b te  by  SeH ers w ith  re sp e c t  to  the 
teasin g  o f  an y  A s s e t , o th e r th an  th o se  se t fo r th  on S.ch?4n ts 2 7(d) a ttac h ed  h e re to  and  n e ith e r th e  SeH ers n o r D D R  has any  ag reem en t w ith  an y  b ro k e r w ith  re sp e c t  to  the tea sin g  o f  an y  A sset 
ex c ep t as s e t fo rth  in Schedute 3 .7 (d \

(c) R roperty  L itiga tio n . E x ce p t as se t fo rth  on  S.C.h5dut$ 3 .7(?), th ere  are  no a c tio n s , su its  o r p ro c eed in g s  p e n d in g  ag a in st o r a f fe c tin g  S eH ers in an y  co u rt o r  b e fo re  o r  by  an 
arb itra tion  trib u n at o r regu ta to ry  co m m issio n , d ep a rtm en t o r agency , w h ich , i f  ad v erse ty  de te rm in e d , w outd m ateria tty  adversety  affec t (i)  th e  o w nersh ip  o f  an  A sse t, o r  (ii) the o p era tio n  o f  a 
Property .
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(g) L icenses  and  P erm its .

effec t (w ith  no  overd u e p re m iu m s) in the am oun ts  set forth  on  S chedute 3 .7 fi).

(k) S ecu rity  D e p o s its . A ttac h ed  h e re to  as Schedute 3 .7(k) is a true  and co m p tete  tist o f  the secu rity  d ep o sits  (w h e th e r in the fo rm  o f  ca sh , te tte r o f  c re d it  o r o th e rw ise ) u n d er 
th e  S p ace  L eases  b ein g  hetd  b y  th e  S etters  o r D D R , as agen t fo r S etters.
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co m p te te  re p o rt se ttin g  fo rth , as o f  the date  o f  th is  A g reem en t o r as o f  the date  se t fo rth  on such  d e tin q u en c y  re p o rts , a!! a rrea rag e s  in e x c ess  o f  th irty  (30 ) d ay s u n d e r th e  S pace  L eases .

(m ) R E A s. D D R  has n o t re ce iv e d  any w ritten  no tice alteg in g  any  m ateria! defau lts  by th e  SeH ers u nder any  R E A s w hich  rem ain  uncured .

(n) A d d itio n a t/A d iace n t L a n d . T o D D R 's  K n o w ted g e, th e re  are  no  parce!s  o f  v ac an t o r u n d ev e lo p ed  !and th a t a re  ad ja cen t, c o n tig u o u s o r  w ith in  a re a so n a b te  m in o r 
d is ta n c e  o f  any  P ro p erty  (w h ich  parce!s  do  no t c o n s titu te  a p art o f  th e  P ro p erty  th a t is th e  su b je c t o f  th is  tran sa c tio n ) tha t a re  (i)  c u r re n c y  b e in g  u ti!ized  by a T en a n t p u rsu a n t to  a rig h t in an 
ex isting  S pace Lease or (ii) o therw ise ow ned by  S e tter o r any  affitia te  o f  S etter (exctud ing  D D R ).

Section 3.8 U p d a te s  to R e p re se n ta tio n s  and  W a rra n tie s : B u y e r 's  K n o w te d g e.

(a) F rom  the date  h e re o f  untit th e  C to sin g  D a te , S etters and D D R  shatt have th e  righ t from  tim e to  tim e d isc lo se  to the B uyer in w riting  any  in accu racies  o r  varia n ce s  w ith  
re sp ect to  the S e tter G enera) R ep re sen ta tio n s , S e tte r  P roperty  R ep re sen ta tio n s  and  th e  D D R  R ep re sen ta tio n s  in the form  o f  an u p d a te  o r m o d ifica tio n  to  th e  ap p lic a b le  d isc lo su re  sch e d u le s  in a 
"b tack lin e  co m p a riso n " o r o th e r m an n er w hich  d e a r ty  iden tifies th e  spec ific  in accu racy  o r v ariance (each  a " R ep re sen ta tio n  U p d a te "). W ith in  ten (10 ) B u s in e ss  D ays a f te r  d e liv e ry  o f  th e  
R ep re sen ta tio n  U p d a te , o r i f  de liv ered  tess th an  ten  (10 ) B u sin e ss  D ays p rio r  the C lo sin g  D a te , at any t im e  up to  and  in c lu d in g  th e  C to sin g  D ate (sa id  p e r io d , the " R eq u ire d  R ep re sen ta tio n  
U p d a t?  R esp o n se Pe r'Qd "). the B uyer shall p rov ide  the S e tter and D D R w ith  w ritten  no tice  (each , a " R ep re sen ta tio n  U p d a te  R esp o n se  N o tic e ") if, th e  B u y er c ta im s in the B u y e r 's  g o o d  fa ith  
ju d g m e n t, th a t (i)  such  R ep re sen ta tio n  U p d a te  is re aso n ab ly  ex p e cted  to  re su lt in  an y  L o sses  and  B u y e r 's  reasonab le  es tim a tio n  o f  such  L o sses , an d  ( ii)  su ch  R e p re se n ta tio n  U p d a te  (w hen 
taken  to g e th e r  w ith  th e  in ac cu ra c ies  o r v a ria n ce s  o f  all p rio r R ep re sen ta tio n  U p d a te s  d e tiv e red  p u rsu a n t th is  Section  3 .8) w ou td  re aso n ab ty  be ex p e cted  to  re su tt in the fa itu re  o f  the c to s in g  
cond ition  set forth  in S ection  5 .2 (a ) o r 5 .2 (b ). I f  B u y er fa its  to  d e liv e r a R ep re sen ta tio n  U p d a te  R esponse  N o tice  w ith in  the ap p lica b le  R equ ired  R ep re sen ta tio n  U p d a te  R esp o n se  P erio d , th en  the 
ap p lica b te  S e tte r G enera t R ep re sen ta tio n s , S e tte r P roperty  R ep re sen ta tio n s  and  D D R R ep resen ta tio n s  shatl b e  deem ed  re fo rm ed  by  the R ep re sen ta tio n  U p d a te  and  B u y er sha!! no t b e  e n titted  to  
cta im  an y  L o sses  w ith  re sp ec t to such  R ep re sen ta tio n  U p d a te . N o tw ith s ta n d in g  an y th in g  to  th e  c o n tra ry  co n ta in e d  h ere in , an y  L o sses  a r is in g  from  a R ep re sen ta tio n  U p d a te  fo r  w h ich  B u y er 
has detiv ered  a R ep re sen ta tio n  U p d a te  R esp o n se  N o tice  w ith in  the ap p lica b te  R equ ired  R ep re sen ta tio n  U p d a te  R esp o n se  P eriod  shatl b e  in c lu d ed  in L o sses  fo r p u rp o se s  o f  S ec tio n  5 .2 (a ) and
(b).

(b ) I f  on the Effective D ate, S e tte r 's  G enera t R ep resen ta tio n s , S e tte r 's  P ro p erty  R ep re sen ta tio n s  an d /o r D D R 's  R ep re sen ta tio n s  are in ac cu ra te , u n tru e  o r  in co rrec t in an y  w ay  
to  B u y e r 's  K n o w ted g e, then  such  re p rese n ta tio n s  and  w a rran tie s  shatl be deem ed  m o d ified  to  re flec t such k n ow ledge and th e  B u y er shall no t hav e  any  cla im  (w h e th e r  fo r in d em n ifica tio n  o r  w ith  
resp ect to  S ection  5 .2(a) o r S ection  5 .2 (b )) ag a in st th e  S e tte r o r  D D R , as a p p lica b le , fo r such  v ariance  o r  inaccuracy  (p rov ided  tha t such v ariance  or in accu racy  w a s no t th e  resu tt o f  a k n o w in g  
and in ten tiona! m isrep resen ta tion  w hen m ade), ! f  on th e  C lo sin g  D ate, the S e lle r 's  G enera! R ep resen ta tio n s , the S e tte r 's  P roperty  R e p re se n ta tio n s , the D D R  R ep re se n ta tio n s  a n d /o r  a 
R ep re sen ta tio n  U p d a te  are  in accu ra te , u n tru e  o r in co rrec t in any w ay to  B u y e r 's  K n ow ledge and the C to sin g  occurs, then  B u y er shalt not hav e  any  cla im  (w h e th e r fo r in d em n ifica tio n  o r 
o th e rw ise ) ag a in st the S e tte r  o r  D D R , as a p p tica b le , fo r su ch  varian ce  o r in ac cu ra cy  (p ro v id e d  th a t such v a ria n ce  o r in accu racy  w a s n o t th e  re su tt o f  a k n o w in g  an d  in ten tio n a) m isrep re sen ta tio n  
w hen m ade).
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ARTICLE IV

REPRESEN TA TIO N S. W A RRA N TIES A N D  COVENA NTS OP THE BUYER

as fo ttow s (th e  " B u y er R e p re se n ta tio n s '! :

(a) Form ation: E x istence. It is a )im ited tiab itity  com pany  du ty  o rgan ized , va tid ty  ex is tin g  and  in good stand ing  un d er the taw s o f  the S ta te  o f  D e taw are.

(b) P o w er: A u th o rity . It has att req u is ite  p o w e r and au th o rity  to  e n te r  in to  th is  A g reem en t, to  perform  its o b tig a tio n s  h e re u n d e r and  to  co n su m m a te  the tra n sa c tio n s  
c o n tc m p ta te d  h e reb y . T h e  ex e cu tio n , d e tiv ery  and  pe rfo rm an c e  o f  th is A g re e m e n t, the p u rc h ase  o f  the A ssets  and  the co n su m m atio n  o f  th e  tra n sa c tio n s  p ro v id e d  fo r herein  have b ee n  du ty
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ARTICLE V 

COROmQN^PR̂ CJEDm TID.CLaaiMQ

th o u g h  su ch  re p re se n ta tio n s  and  w a rra n tie s  w e re  m ad e  on an d  as o f  th e  C lo sin g  D ate (no t g iv in g  any  effec t to  any  "m ateria!" o r "m ateria ) adverse effec t"  o r o th e r s im ita r qu a lifie rs  con ta ined  

S e))e rs in e x c e sso f$ 5 ,0 0 0 ,0 0 0 ;
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ap p licab le  a ffilia te s  o f  th e  B u y er) and  the ap p lica b te  A ssum ed  L oan L en d er P arties in form  and  su b s tan ce  re aso n ab ly  sa tisfac to ry  to  the SeH ers.

Section 5.2 C o n d itio n s  P rec ed en t to the B u y e r 's  O b lig a tio n s . T h e  o b lig a tio n  o f  the B u y er to p u rc h ase  and  p ay  fo r th e  A sse ts  is  su b je c t  to  the s a tis fa c tio n  (o r
w aiv er by  the B u y er) as o f  the C to sin g  o f  th e  fo llo w in g  cond itions:

R ep re sen ta tio n s  to  be true  and  co rrec t w ou td  n o t, in d iv id u a tty  o r  in th e  ag g reg ate , reaso n ab ty  b e  ex p e cted  to  resu lt in a L oss (a s  de te rm in e d  in ac co rd a n ce  w ith  S ec tio n  11.8 b e to w ) to  th e  B u y er 
in excess o f  $5,000,000;
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(d ) N o o rd e r o r in ju n ctio n  o f  an y  G o v e rn m en ta l A u th o rity  shatl be in effec t as o f  the C lo sin g  w hich  re s tra in s  o r p ro h ib its  the tran sfer o f  th e  A sse ts  o r the co n su m m atio n  o f  
any  o th e r tra n sa c tio n  co n te m p ta te d  h ereby ;

(e ) T id e  to  a!! o f  the P ro p ertie s  sha)) be detivered  to the B u y er in the m an n e r required  u nder S ection  8 .) ;

(f) T he B u y er sha)) have received  a)) o f  the docum en ts requ ired  to  be d e tiv e red  by  the S etters  u n d er A rtic te  V ) and  the T itte  C om pan ies  shat! be irrevocab ty  com m itted  to 
issu e  the T itte  P o tic ie s  (su b jec t on ty  to  th e  p ay m e n t by  the B u y e r o f  th e  ap p tica b te  titte  in su rance  p re m iu m s and  o th e r re ta ted  charges);

(g ) T he B u y er shat) h av e  received  the T e n a n t E sto p p ets  req u ired  pu rsu an t to  Section  3 .4 ; and

(h ) S ub jec t to  th e  B u y er tim e ty  and fu)ty  p e rfo rm in g  its  co v e n an ts  u nder S ection  4 .2 , th e  B u y er sha)! hav e  o b ta in ed  the L oan  A ssu m p tio n  C o n sen ts  and  th e  L oan  
A ssu m p tio n  D o c u m e n ts  sha!! hav e  been  ex e cu ted  by  th e  A ssu m ed  L oan L en d e r P artie s  in fo rm  and  su b s tan ce  re aso n ab !y  sa tis fac to ry  to  th e  B uyer.

Section $.3 C ond itio n s G sw w M y.

(a ) T he c o n d itio n s  S ection  5 .) and  S ection  5.2 are fo r th e  b en e fit on!y o f  th e  SeH ers and  th e  B uyer, re spcctive!y , and such  party  m ay , in its so )e  d isc re tio n , w a iv e  any  o r a!! o f  
su ch  co n d itio n s  in w r itin g  and d o s e  tit!e u n d e r th is  A g reem en t w ith o u t any  increase  in , ab a te m e n t o f  o r cred it ag a in st the P urchase  P rice  an d  in w h ich  c a se , n o tw ith sta n d in g  th e  n o n sa tis fac tio n  
o f  such  c o n d itio n , th e re  sha!! be no  !iab i!ity  on  th e  p a rt o f  th e  o th e r party  fo r b re ach e s  o f  re p re se n ta tio n s  and  w a rra n tie s  o f  w h ich  the p a rty  e te c tin g  to  c to se  had k n o w ted g e  as o f  th e  C to sin g  as a 
re su tt o f  a R ep re sen ta tio n  U pda te .

(b ) T he S etters  shatt h av e  the rig h t to te rm in a te  th is A g reem en t by  w ritten  n o tice  to  th e  B u y er in th e  ev e n t an y  o f  the co n d itio n s  se t fo rth  in S ec tio n  5 .) are no t sa tis fied  as  o f
the C to sin g  D ate.

^  ^  (c )  T he B u y er sha!! hav e  the rig h t to  te rm in a te  th is A g reem en t by w ritten  n o tice  to  S e tte rs  in the ev e n t any  o f  th e  co n d itio n s  set forth  in S ec tio n  5 .2  are  no t sa tis fied  as  o f  the
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(v ) ch an g es to th e  schedu te  o f  titiga tion  se t forth  on $ g h ? d u k  3.2(e) o r S chedute 3.7(e) w ith  re sp ec t to any  titiga tion  co m m en ced  a f te r the E ffec tiv e  D a te  and  any  
th rea tened  titiga tion  o f  w htch  the S etters o r D D R , as  ap p tica b te , first ob ta ined  kno w ted g e a f te r  the E ffective D ate ;

A r tid e  I X ) c o m m e n c e m e n t  o f  an y  con d em n atio n  p ro c eed in g  ag a in st the P ropertie s after the E ffec tiv e  D a te  (w h ich  m atters  shatt be g o v ern ed  by the p ro v is io n s  o f

(v ii) the o cc u rre n ce  o f  any ca su atty  a t any o f  th e  P ro p ertie s  af te r th e  E ffec tive  D a te  (w hich  m atte rs  shatt be g o v ern ed  by the p ro v is io n s  o f  A rtic te  IX ); 

the E ffective D at ^  ^  spec ia t tax e s  o r  asse ssm e n t to  be tev ied  o r asse sse d  w ith  resp ect to any  P ro p erty  received  by  any  o f  the S e tte rs  o r D D R , as a p p tic a b te , a f te r

(ix ) any no tices o f  non-com ptiance  o f, o r d e fau tt un d er , any A p p tica b te  L aw s, G round  L ea ses , S p ace  L eases , R E A s, C o n trac ts  o r  th e  A ssu m ed  L oan D o c u m e n ts  
w tth  re sp ec t to the P ro p ert.e s  w h ich  no tices are received  a f te r th e  E ffec tive  D ate by any  o f  th e  S etters or D D R , as ap p ticab te , w h ich  resu tt from  ac tio n s  w h ich  are  ex p ressty  
perm ttted  by t h u  A greem en t o r are  co n se n te d  to  o r deem ed  co n se n te d  to by  B u y er af te r th e  E ffec tive  D a te  in a c co rd a n ce  w ith  S ection  3.3 o f  th is A g reem en t,

r  ^  ^  no tices o f  non-com ptiance  o f, o r  de fau tt u n d er , any  A p p tica b te  L aw s w ith  respect to  th e  P ro p ertie s  w h ich  n o tices  are  re ceiv e d  a f te r  th e  E ffec tiv e  D a te  bv 
any  o f  th e  S etters  or D D R , as ap p h c ab te , w h ich  resu tt from  the physicat cond ition  o f  the P ro p ertie s  as o f  the E ffec tiv e  D a te ; and

. - ^  ^  ^  ac tio n s  taken  b y  S e tte rs  o r D D R  that are  expressty  perm itted  by  th is  A greem en t o r  o th e rw ise  co n se n te d  to  o r d ee m ed  co n se n te d  to  by B u y er a f te r  
the E ffecu v e D ate m acco rd an ce  w ith S ection  3.3 o f  th is  A greem en t.

ARTICLE V! 

a < O S lN C P B L I v 5R !ES

Section 6.1 PUYgr D?(}ven?s. T he B uyer shatt d e tiv e r the fo ttow ing  docum en ts at C tosing:

o f E xh ibhD  h ere to  " "  o f  !a n d to rd 's  in te re s t in th e  S p a c e  L eases  (a n  "A ss ig n m en t o f  L e a se s" )  d u ty  ex e cu ted  by  the B u y er in s u b s t a n t i a l  the form
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(ii)  an  a ss ig n m en t and  assu m p tio n  o f  the A ssu m ed  C on trac ts (an " A ss ig n m en t o f  C o n tra c ts ' !  du ty  ex e cu ted  by the B uyer in s u b s ta n t ia te  the form  o f  Exhibit E

(iii) a no tice tette r to each T enan t (the  "T en a n t N o tic e s") du ty  ex e cu ted  by the B uyer, in the form o f  Exhibit F  a ttac h ed  h e re to .

(b ) w ith  resp ect to  each  L eased  P ro p erty , an  ass ig n m en t and  assu m p tio n  o f  ea ch  G ro u n d  L ease (th e  " G round  L ea se  A ss ig n m e n t") du ty  ex e c u te d  by  the B u y er in 
substan tiaH y  th e  form  o f  Exhibit G here to :

(c ) w ith  re sp ec t to  the A ssu m ed  L o an s , th e  L oan  A ssu m p tio n  D o c u m e n ts; and

(i) su ch  o th e r a ss ig n m en ts , in s tru m en ts  o f  tran sfe r, and o th e r docu m en ts  a s  th e  S etters  m ay re aso n ab ty  req u ire  in o rd e r to co m p te te  th e  tra n sa c tio n s

(ii) a du ty  executed  and sw o m  S ecre ta ry 's  C ertifica te  from  the B u y er ce rtify in g  that the B uyer has taken  at! necessary  ac tio n  to  au th o riz e  the ex e cu tio n  o f  a!! 
d o cu m e n ts  be in g  d e tiv e red  h e re u n d e r an d  th e  co n su m m atio n  o f  at! o f  the tra n sa c tio n s  c o n te m p ta te d  h e reb y  and th a t such au th o riz a tio n  h as  n o t b ee n  re v o k ed , m o d ified  o r

(iii) an ex e cu ted  an d  acknow tedged  !ncum bency C ertifica te from  th e  B uyer ce rtify ing  the au tho rity  o f  the o ff ic ers  o f  the B u y er (o r  the genera t p a rtn e r o f  the 
B uyer, w here ap p ro p ria te ) to  ex e cu te  th is  A g re e m e n t and th e  o th e r do cu m en ts  de tiv ered  by  th e  B uyer to the S e tte rs  at the C tosing ;

(iv ) att tra n sfe r  tax  re tu rn s , to  the ex ten t required  by A pp ticab te  L aw  w hich  are  required  to  be flted by  th e  tran sfere e  o f  such  p ro p e rty , in co n n e ctio n  w ith  the 
paym en t o f  at! s tate  o r !oca! rea! p ro p e rty  tra n sfe r  tax e s  tha t are pay ab te  o r ar ise  as a re su tt o f  the co n su m m atio n  o f  the tran sa c tio n s  co n te m p ta te d  by  th is  A g reem en t;

(v ) an  ex e cu ted  c to sin g  s ta tem en t approved  by  th e  S etters an d  th e  B uyer; and

(v i) a c tosing  ce rtificate in the form  o f  Exhibit L  hereto; and

(e ) w ith resp ect to  M idw ay  M ark etp tace , an  ass ignm en t and assum ption  ag reem e n t o f  th e  D ev eto p m en t A g reem en t and  S hortfa tt A g reem en t (e ach  as m ore  partic u ta rty  
d esc rib ed  on S ch ed u te  6 .! (e ) (the " T !F  R eta ted  A ss ig n m e n ts" )  du ty  ex e cu ted  by  the ap p ticab te  B u y er A ffitia te  A cqu iro r; and
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ARTICLE V!! 

IN SPECTION

4!


		2013-05-09T17:09:23+0000
	IsaSig 4 Client




